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EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

MONDAY, FEBRUARY 20, 1940

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washinvgton, D.- C.
The committee met, pursuant to call, in the Finance Committee

room at 10 a. m., Senator Pat Harrison (chairman) presiding.
The CHAIRMAN. The hearing will come to order.
The committee has met this morning for the purpose of holding

hearings on the legislation continuing the Reciprocal Trade Agreements
Act, I ouse Joint Resolution 407, which will be placed in the record.

I think it is well in the beginning to have inserted in the record the
original Reciprocal Trade Agreements Act enacted in 1934 and the
public resolution extending the original act for a period of 3 years.
The committee will recall that in 1937 the original act was extended
for a further 3-year period. The present act expires on June 12, 1940.

I think it would be well also that the message of the President of
January 3, 1940, to the joint session of the Congress in which, among
other things, he recommended that the Reciprocal Trade Agreements
Act be extended, be inserted in the record.

(The insert material referred to by the chairman follows:)

[H J. Iea. 407, 70th Cong. 3d aess.J

JOINT RESOLUTION To extend the authority of the President under section 350 of the Tariff Act of 1930,
as amended

Resolved by the Senate and House of Representative of the United States of America
in Congress assembled, That the period during which the President is authorized to
enter into foreign-trade agreements under secoton 350 of the Tariff Act of 1930,
as amended by the Act (Public, Numbered 816, Seventy-third Congress) ap-
proved June 12, 1934, Is hereby extended for a further period of three years from
Juno 12, 1940.

Passed the House of Represwntatv-s February 23, 1940.
Attest:

SOUTH TomBLU, Clerk.

[PuBLx--No. 316--73D CoNeaaes]

[HI. R. e68n

AN ACT To amend the Tariff Act of 1030

Be it enacted by the Senate and House of Represenlatives of the United States of
America in Congress assembled, That the Tariff Act of 1930 Is amended by adding
at the end of title III the following:

"PART I1 -PJoOMoTToN or FonsioN TIADJ

"Szec. 350. (a) For the purpose of expanding foreign markets for the products
of the United States (as a means of assisting In the present emergency in restoring
the American standard of living, in overcoming domestic unemployment and the
present economic depression, In increasing the purchasing power of the American
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1)11)110, and in estabihiling and iniataining a bettor relationship aniong various
bramlihes of American Agriollture industry miing and commerce) by regulating
the admiisslon of foreign goods Into th Uitt(I M tatem iin accordaniee with the
characteristics and edhs of various branches of Amorlcan production so that
foreign i markets will 1)0 InuIo availablo to those branches of American production
whieh requi r and are capable of dovolophlig such outlets by affordin correspond.
l eg arket oplportunities for foreign products hI the United States, the President,
whenever lie filled mt a fact t hat any oxisthig duties or other imniport restrictions
of the United States or iny foreign country, are unduly iuuiIIAViiuIg il rostriting
tine foreign trade of the Un i ted States an that the purpose ubove cleared will
bo )rolinotoud by the mno i her haftor Sleciiled, is Authorized from thno to tine-

(I) To entr Into forogn trade agreontotts with foreign governuints or lnstru.
mentalities thereof; and

"(2) To proclaim such modifications of existing duties anit other Inport rc-
strtiiois, or such additional import restrictions, or siuch cotithnuancoe aid for such

lun nin periods, of existing custonis or exciso treatment of any article covered
by foreign trade ugreencints, a- s are reqOired or apl)propriate to carry out ally
foreign trade agreement that the President has entered iito heiucmnder. Nio
proclamation hall le made Increasing or ulecreasing by more than 50 per centuan
any existing rate of duty or transferring any article between the dutiablo and free
lists. The proclailned duties and other Impofrt rstrictions shall ap)ly to articles
the growth, produce , or mnanufactuo of all foreign counitries, whether illportd
directly or indirectly: Providrd, That the President may suspend the alplication
to artilees the growth, produce, or manufacture of any country because of its
discriminatory treatment of Americal commerce or because of other acts or
policies which i:i his opinion tend to defeat the purposes set forth in this section-
and tihe proclahod tiess and other import restrictions shall be ini effect froni and
after such time as Is specified in the proclamation. The President may at any
time terntinato any such proclan nation in whole or fin part.

"(b) Nothiig in this section shall be construed to prevent the application, with
respect to rates of dit' established under this section pursuant to agreements with
countries other than Cula, of the provisions of the treaty of commercial reciprocity
concluded between the United States and the Republic of Cuba on December 11
1002, or to prechide giving effect to an exclusive agreement with Cuba concluded
under this section, modifying the existing preferential customs treatment of any
article the growth, Iproduce or nanufacture of Cuba: Provided, That the duties
payable on such all article shall in no case be Inurcaed or decreased by more than
110, per centum of the duties now )ayable thereon,
. (a) As used in this section, the term 'duties and other import restrictions'
includes (1) rate and form of import duties and classification of articles, and (2)

limitations, prohibitions charges, and exactions other than duties, imposed ot,
Importation or imposed tor the regulation of imports."

Stc. 2. (a) Subparagraph (d) of paragraph 369, the last sentence of paragraph
1402, and the provisos to paragraphs 371, 401, 1050, 1687, and 1803 (I) of the
Tariff Act of 1930 are repealed, The provisions of sections 336 and 516 (1)) of
the Tariff Act of 1930 shall not apply to any article with respect to the importa-
tion of which into the United States a foreign trade agreement has been con-
eluded pursuant to this Act, or to any provision of any such agreement. Tile
third paragraph of section 311 of the "T'ariff Act of 1930 shall apply to any agree-
ment cone luded pursuant to this Act to the extent only that such agreeniont
assures to the United States a rate of duty on wheat flour produced in the United
States which is preferential in respect to the lowest rate of duty Imposed by the
country with which such agreement has been concluded on like flour produced
in any other country; and upon the withdrawal of wheat flour from bonded
manufacturing warehouses for exportation to the country with which such agree-
ment has been concluded there shall be levied, collected, and paid on the imported
wheat used, a duty equal to the amount of such assured preference.

(b) Every foreign trade agreement concluded pursuant to this Act shall be
subject to termination, upon due notice to the foreign government concerned, at
theend of not more than three years from the date on which the agreement comes
into force, and, if not then terminated, shall be subject to termination thereafter
upon not more than six months' notice.

(e) The authority of the President to enter into foreign trade agreements under
section I of this Act shall terminate on the expiration of three years from the date
of the enactment of this Act.

Szc. 3. Nothing in this Act shall be construed to give any authority to cancel
or reduce, in any manner, any of the indebtedness of any foreign country to the
Uilited States.
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H5o, 4. Before aty foreign trade agreement is conoluided with any foreign

government or listrumentality thereof inder the provisions of tils Act, reason.
able p'1licl1 notice of the Intention to negotiate an agreement with such govern-
ment or inritrunientality shall be given III order that any Interested person may
have an opportunity to proment Ii m views to the President, or to such agenrey a
the President may dosfgnato, under such rules and regulations as the President
may prescribe; and before concluding such agrem ment the President Mhall Hek
inforinationi arid advice with respect thI iroto from the United States Tariff Com.
mission, the )epartments of State, Agriculture, and Commerce and from such
othr sources na le onay doomi appropriate.

Approved, Juno 12, 1934, 9:15 p. in,

(PurrLIt: Isor uTON-No. 10-75Tr CONGRICHS5

[CnrAP'TIR 22-IsT ST SniONJ

11,.J. 1e, go]
OINT ItgilOI,U''ioN To exierid the atihorlt of the PreIdt under sectlon 36l0 of the Tariff Act of

IWO, as iiirendod

Resolved by the nate and House of Representatives of the U i ed ,toPes of America
in Congress assembled, That the period during which the President Is authorized
to enter into foreign-trade agreements under section 350 of the Tariff Act of 1030
as aincrilded by the Act (Public, Numered 316, Seventy-third Coigrcss) approved
Jiuo 12, 1934, is hereby extended for a further period of three years front Juno
12, 1037.

Approved, March 1, 1937.

ADDRESS OF THJI PRESIDENT OF TIE UNITaD STATE

To the (,ongress of the United States:
As the Congress reassembles, the impact of wars abroad makes It natural to

approach "the state of the Union" through a discussion of foreign affairs.
lt it Is important that those who hear and read this message should In no

way confuse that approach with any thought that our Government is abandon-
It; or even overlooking, the great significance of its domestic policies,

pie social arid economic forces which have been mismanaged abroad until
they have resulted it revoltitioni, dictatorship, arid war are the same as those
which we here are struggling to adjust preacefully at home.

You are well aware that dictatorihlipts-and the philosophy of force which
justifies and accompanies dictatorships-have originated ii almost every case in
the iiecessity for drastic action to improve Internal conditions where democratic
action for one reason or another has failed to respond to modern needs arid
modern demands.

It was with farsighted wisdom that the framers of the Constitution brought
together in one magalficent phrase three great concepts-"coonnon defense,"
"general welfare," arid "domestic tranquilityy"

More than a century arid a half later we still believe with them that our best
defense is the promotion of our general welfare and domestic tranquillity.

In previous messages to the Congress I have repeatedly warned that, whether
we like it or not, the daily lives of American citizens will, of necessity, feel the
shock of events on other continents. This Is no longer mre theory for It has
been definitely proved by the facts of yesterday and today.

To say that the domestic well-being of 130,000,000 Americans Is deeply affected
by the well-being or the ill-being of the populations of other nations rs only to
recognize fit world affairs the truth we all accept In home affairs.

If in any local unit--a city, county, State, or region-low standards of living
are permitted to continue, the level of the civilization of the entire Nation will
be pulled downward,

The identical principle extends to the rest of a civilized world. But there are
those who wishfully Insist in innocence or Ignorance, or both, that. the United
States of America as a sel!-contalned unit can live happily and prosperously, its
future secure, inside a high wall of isolation while, outside, the rest of civilization
and the commerce and culture of mankind are shattered.



4 RECIPROCAL TRADE AGREEMENTS ACOT

I en understand the feelings of those who warn the Nation that they will
never again consent to the sending of American youth to fight on the soil of'
Europe. But, as I remember, nobody has asked them to consent-for nobody
expects such an undertaking.

rhe overwhelming majority of our fellow citizens do not abandon in the slight.
est their hope and expectation that the United States will not become Involved
in military participation in the war.

I can also understand the wishfulness of those who oversimplify the whole
situation by repeating that all we have to (1o is to mind our ow;n business and
keep h16h Nation out of war. But there is a vast difference between keeping out
of wer and pretending that this war is none of our business.
Wa do not have to go to war with other nations, but at least we can strive

with other nations to encourage the kind of peace that will lighten the troubles
of the world, and by so doing help our own Nation as well.

I ask that all of us everywhere think things through with the single aim of
how best to serve the future of our own Nation. I do not mean merely its future
relationship with the outside world. I mean its domestic future as well-the
work, the security, tme prosperity, the happiness, the life of all the boys and
girls of the United States, as they are inevitably affected by such world relation.
ships. For it becomes clearer and clearer that the future world will be a shabby
an d dangerous place to live in-oven for Americans to live In-if it is ruled by
force in the hands of a few.

Already the crash of swiftly moving events over the earth has made us all
think with a longer view. Fortunately, that thinking cannot be controlled by
partisanship. The time is long past when any political party or any particular
group can curry and capture public favor by labeling itself the "peace party"
or the "peace bloc." That label belongs to time whole United States and to every
right-thinking man, woman, and child within it.

For out of all the military and diplomatic turmoil, out of all ho propaganda
and counterpropagaiida of the present conflicts, there are two facts which stand
out and which the whole world acknowledges.
The first is that never before has the Government of the United States dona

so much as in our recent past to establish and maintain the policy of the good
neighbor with its sister nations.

The second is that in almost every nation in the world today there is a true
public belief that the United States has been, and will continue to be, a potent
and active factor in seeking the reestablishmnet of peace.

In these recent years we have had a clean record of peace and good will. It i
an open book that cannot be twisted or defamed. It is a record that must be
continued and enlarged.

So I hope that Americans everywhere will work out for themselves the several
alternatives which lie before world civilization, which'necessarily includes our own.

We must look ahead and see the possibilities for our children if the rest of the
world comes to be dominated by concentrated force alone--even though today
we are a very great and a very powerful nation.

We must loolt ahead and see the effect on ou," own future if all time small nations
throughout the world have their independence snatched from them or become
mero .ppn ages 1(, relatively vast andpowerful military systems.

We mniut look aiead and see the kind of lives our children would have to lead
if a large part of the rest of the world were compelled to worship the god imposed
by a mlliltary rader, or were forbidden to worship God at all; if the rest of the world
were forbidden to read and hear the facts-the daily news of their own and other
nations--if they were deprived of the truth which makes men free.

We must look ahead and see the effect on our future generations if world trade
Is controlled by any nation or group of nations which sets up that control through
military force.

It is, of coumw, true that the record of past centuries includes destruction of
small nations, von.savement of peoples, and building of empires on the foundation
of force. But wholly apart from the greater international morality which we seek
today, we recognize the practical fact that with modern weapons and modern con-
ditions, modern man can no longer live a civilized life if we are to go back to the
practice of wars and conquests of the seventeenth and eighteenth centuries.

Summing up this need of looking ahead, and in words of common sense and
good American citizenship, I hope that we will have fewer American ostriches in
our midst. It is not good for the ultimate health of ostriches to bury their heads
in the sand.

Only an ostrich would look upon these wars through the eyes of cynicism or
ridicule.
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Of course, the peoples of ether nations have the right to choose their own form

of government. But we in this Nation still believe that such choice should be
dedicated on certain freedoms which we think are essential everywhere. We
now that we ourselves will never be wholly safe at home unless other govern-

ments recognize such freedoms.
Twenty-one American republics, expressing the will of 250,000,000 people to

preserve peace and freedom in this lemisphere are displaying a unanimity of ideals
and practical relationships which gives hope that what is being done here can be
done on other continents, We in all the Americas are coming to the realization
that we can retain our respective nationalities without, at the same time, threaten-
Itngtho national existence of our neighbors.

tuch *ruly friendly relationships, for example, permit us to follow our own
domestic policies with reference to our agricultural products, while at the same
time we have the privilege of trying to work out mutual-assistance arrangements
for a world distribution ot world agricultural surpluses.

And we have been able to apply the same simple principle to many manufac-
tured products-surpluses of which must be sold in tie world export markets if
we would continue a high level of production and employment.

For many years after the World War blind economic selfishness in most coun-
tries, Including our own, resulted in a destructive mine field of trade restrictions
which blocked the channels of commerce among nations. This policy was one of
the contributing causes of existing wars. It dammed up vast unsalable surpluses
helping to bring about unemployment and suffering Fn the United States and
everywhere else.

To point the way to break up the log jam, our Trade Agreements Act was
i'assed--based upon a policy of equality of treatment among nations and of
mutually profitable arrangements of trade.

It is not correct to infer that legislative powers have been transferred from the
Congress to the executive branch of the Government. Everybody recognizes
that general tariff legislation is a congressional function, but we know that, because
n the stupendous task involved in the fashioning and passing of a general law, it
is advisable to provide at times of emergency some flexibility to make the general
law adjustable to quickly changing conditions.

We are in such a time today. Our present trade-agreoment method provides a
temporary flexibility and is, therefore, practical in tie best sense, It should be
kept alive to serve our trade interests-agricultural and Industrial-In many
valuable ways during the existing wars.
I But what is more important, the Trade Agreements Act should be extended as

an indispensable part of the foundation of any stable and durable peace.
The old conditions of world trade made for no enduring peace; and when the

tinle comes, the United States must use Its Influence to open up the trade channels
of the world in order that no nation need feel compelled in later days to seek by
force of arms what it can well gain by peaceful conference, For this purpose we
r,,-ed the Trade Agreements Act even more than when it was passed.
• I emphasize the leadership which this Nation can take when the time comes for
a renewal of world peace. Such an influe.,e will be greatly weakened if this Gov-
ernment becomes a dog in the manger of trade selfishness.
The first President of the United States warned us against entangling foreign

alliances, Tile present President of the United 'States subscribes to and follows
that rreeopt.

But trade cooperation with the rest of the world does not violate that precept
i any way.

Even as through these trade agreements we prepare to cooperate in a world that
wants peace, we must likewise be prepared to take care of ourselves if the world
cannot attain peace.

For several years past we have been compelled to strengthen our own national
defense. That has created a very large portion of our Treaury deficits. This year,
in the light of continuing world uncertainty, I am asking the Congress for Army
aind Navy increases which are based not on panic but on common sense. They
are not as great as enthusiastic alarmists seek. They are not as small as unrealistic
persons claiming superior private Information would demand.

As will appear in the Annual Budget tomorrow, the only important Increase in
any part of the Budget is the estimate for national defense. Ptticy all other
important items show a reduction. Therefore, in the hope that we can continue
in these days of increasing economic prosperity to reduce the Federal deficit, I amaking the Congress to levy sufficient additional taxes to meet the emergency
spending for national defense.
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Behind the Army and Navy, of course, lies our ultimata line of defcnse-'"ti
general welfare" of our people. We cannot report, despite all th e progress we
have made in our domestic probleins-despite the fact that production is back to
1929 lovels-that all our problems are solved. The fact of unemploylient of
millions of men.and women remains a symptoi of a m lber of difficulties in our
economic system not yet adjusted.

While the number of the unemployed inas decreased, while their immediate
needs for food and clothing-as far as the Federal Government is concerned -
have been largely met, while their morale has been kept alive by giving then
useful public work, we have not yet found a way to employ time surplus of our
labor which the efficiency of our industrial processes has created.

We refuse tie European solution of using the unemployed to build ulp excessive
armiaments which eventually result in dictatorships. We encourage an Americaa
way--through an increase of national income which is the only way we can be
sure will take up the slack, Much progress has been made; munch remains to
be done.

We recognize that we must find an answer in terms of work and opportunity.
The unemiloymnent problem today has become very definitely a problem of

youth as well as of age. As each year has gone by hundreds of thousands of
boys and girls have conm of working age. They now form an army of unused
youth. They must be an especial concern of democratic government.

We nmust continue, above all things, to look for a solution of their special
problem. For they, looking ahead to life, are entitled to action on our part and
not merely to admonitions of optinismn or lectures oni economic laws.

Sonm in our midst have sought to Instill a feeling of fear and defeatism in the
minds of the Amcrican people about this problem.

To face the task of finding jobs faster than invention can take them away-
is not defeatism. To warble easy platitudes that if we will only go back to ways
that have failed, everything will be all right-is not courage.

We met a problem of real fear and real defeatism in 1933. We faced the
facts-with action, not with words.

The American people will reject the doctrine of fear, confident that in the
thirties we have been building soundly a new order of things different from the
order of the twenties. In this dawn of the decade of the forties, with our pro-
grain of social improvement started, we must continue to carry oim the processes
of recovery so as to prcqcrve our gains and provide jobs at living wapes.

There are, of course, many other items of great public interest which could be
enumerated in this message-the continued conservation of our national re-
sources, the improvement of health and of education, the extension of social
security to larger groups, the freeing of large areas from restricted transportation
discrinilnations, the extension of the merit system, and mnaiy others.

Our continued progress it the social and economic field is important not only
for the significance of each part of it but for the total effect which our program of
domestic betterment has upon that most valuable asset of a nation in dangerous
times-its national unity.

The permanent security of America lin the present crisis does not lie in armed
force alone. What we face is a set of world-wide forces of disintegration-vicious,
ruthless, destructive of all the moral, religious, and political standards which man-
kind, after centuries of struggle, has come to cherish most.

It these moral values, in these forces which have made our Nation great, we
niust actively and practically reassert our faith.

These words-"national unity"-must not be allowed to become merely a high-
sounding phrase, a vague generality, a pious hope, to which everyone can give lip
service. They must be made to have real eniing In terms of the daily thoughts
and acts of every man, woman, and child in our land during the coming year and
the years that lie ahead.

For national unity is, In a very real and deep sense, the fundamental safeguard
of all democracy.

Doctrines which set group against group, faith against faith, race against race,
class against class, fanning the fires of hatred In nien too despondent, too desperate
to think for themselves, were used as rabble-rousing slogans oi which dictators
could ride to power. And once inpower they could saddle their tyrannies on whole
nations, and on their weaker neighbors.

This is the danger to which we in America must begin to be more alert. For the
apologists for foreign aggressors, and equally those selfish and partisan groups at
home who w~ap themselves in a false mantle of Americanism to promote their own

economic, financial or political advantage, are now trying European tricks I pon
us, seeking to muddy the stream of our national thinking, weakening us in the face
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of danger, trying to set our own people to fighting among themselves, Sich
tactics are what have helped to plunge Europe into war. We must combat them,
as we would tile plague, if American integrity and security are to be preserved.
We caiuot afford to face the future as a disunited people.

We must as a united people keel) ablaze on this continent the flames of human
liberty, of reason, of democracy, and of fair play as living things to he preserved
for the bettor world that is to come.

Ovorstatement, bitterness, vituperation, and the beating of drums, have con-
tributed mightily to ill feeling and wars between nations, If these unnecesary
and unpleasant actions are harmful in tile international field, they are also hurtful
in the domestic scene. Peace among ourselves would seem to have some of the
advantage of peace between us anid other nations. And in the long run history
amply demonstrates that angry controversy surely wins less than calm discussion.

In the spirit, therefore, of a greater unselfishness, reegniziug that the world-
including the United States of Ameriea-p.sses through perilous time, I am very
hopeful that the closing session of the Se;vonty-Sixth Congress will consider the
noeds of the Nation and of humanity with calmness, tolerance, mid cooperative
wisdom.

May the year 1940 be pointed to by our children as another period when democ-
racy justified its existence as tile best instrument of government yet devised by
mankind,

FRANKLIN 1). ROOaEVET.
Tim WHITH HoUsE,

January 8, 1940.

The CIlMAN. May I say for the benefit of those who are to be
heard and those who desire to be heard that the hearings on this
legislation before the House Ways and Means Committee were quite
lengthy. Great liberality was given to everyone in the matter of
presentation of their case, and so the Finance Committee, I am sure,
is desirous of expediting the hearings as far as practicable and with-
out too great a duplication of what has appeared in the hearings before
the House Ways and Means Committee. Every member of the
Finance Comnnuttee has been sent a copy of those hearings, which I
think are in three volumes, and they have them before them.

We hope that the witnesses will be as brief as they can be in fairly
and reasonably presenting their argument to this conmnittee th's
week, so that we can got along as expeditiously as possible.

I would like to suggest that those who desire to be heard and who
have not yet made their application, see the clerk of the comm ttee
so that he can get their names in order that they may be considered
for the calendar of witnesses which is being prepared.

The committee intends to meet at 10 o'clock every morning and
where it is practicable, if the Senate proceedings on tI e floor permit
it, we will have meetings in the afternoons.

Senator BARIKLEY. I think it is practicable, Senator Harrison to
hold hearings in the afternoon practically every day this week. The
only legislation that will be up today will bo the State Department and
Coamerce Department appropriation bills, which probably won't
take long to dispose of, and there will be nothing more until Thursday,
I do not know of any thing which will be up unless it is another ap-
propriation bill so t nt we can figure on most of this week to have
afternoons available,

Senator VANDEN111,RG. Mr. Chairman, I would like to agree with
your general suggestion, but some of us are very much interested in
this ap-propriation bill which is up this afternoon, and I hope that at
least this afternoon we won't have a collision between the two engage-ifeats.
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Senator LODGE. I may say, Mr. Chairman, that I have several
amendments that I want to submit to the appropriation bills which
are coming up, so I hope that there will be a chance to do that,

The CHAIRMAN. I am sure that the committee does not want to
interfere with the free activities of any Senator who wants to be on
the floor if some important matter is up. I had understood ycu to
say, Senator Barkley, that you did not think the session would go
along for more than 2 hours today?

Senator BARKLEY. I thought so. That is problematical however.
I would not want the committee hearing to interfere with the sessions
of the Senate, especially on that bill.

The CHAIRMAN. Of course, we will have to watch developments
on that.

We have invited the Secretary of State down this morning as the
first witness, and I have arranged for the Secretary of Agriculture,
Mr. Wallace, to appear before the committee tomorrow. The Scoro.
tary of State is here, so you may proceed in your own way, Mr.
Secretary.

STATEMENT OF HON. CORDELL HULL, SECRETARY OF STATE

Secretary HuiL. Mr. Chairman, on the assumption that the com-
mittee may allow me to spend the (lay with them, I am inclined to
accept the invitation of the chairman to proceed sitting rather than
standing, unless there is some objection.

Senator BAILEY. I wish to make an apology to you, Secretary Hull.
I am here for just a moment or two because there is a meeting of the
Commeirce Committee, and 1 will have to leave quite soon. I am
getting back, however, to spend most of the (lay with you.

Secretary HULL, It is my misfortune thatyou have to leave.
Mr. Chairman, members of the Finance Committee, the hearings

which begin today before your committee relate to a pi(,ce of legisla-
tion which is of extraordinary importance to our Nation at this time.
It has a direct and vital bearing on our domestic economic prosperity
and on world peace.

When I appeared before the Committee on Ways and Means, I
presented a formal statement dealing comprehensively with all im-
portant phases of the problem, and I shall not now take your time
going over the ground thus already covered. However, I should like
to make some additional remarks, especially with reference to some
points which were raised in recent discussions.

I am glad to note that there is now scarcely any inclination any-
where to question the proposition that adequate foreign trade is
indispensable to full and stable prosperity for our Nation, wbich
requires the fullest possible development of both the domestic and
the foreign markets., There is overwhelming evidence to show that,
when our exports shrink seriously, the country's production, trade,
prices, values, employment, incomes, and therefore, purchasing Irwer
are adversely affected. This is true of agriculture, manufacturing
industry, transportation, mining, and all other phases of our eco-.
noinic life. There is also overwhelming evidence to show that all
these determining factors of our national prosperity are favorably
affected by an expansion of exports. We are living in a period in
which our vast home market must be supplemented by foreign nar-
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kets for our ever-increasing surpluses. Satisfactory disposition of
such surplus production has become an indispensable factor in our
permanent progress and our sound and balanced prosperity. Of
equal significance is the growing realization in our country of the
close connection between trade and peace.

Let me recall briefly the background against which the trade-
agreements program was enacted by the Congress 6 years ago. Trade
between countries, involving the bread and butter of millions and
affecting the political stability and contentment of millions, declined
enormously. The peoples of the world had traded with each other
in 1929 to the amount of $69,000,000,000. By 1932 this trade had
fallen to 27 billions. This meant that millions of workmen were out
of work and their families were in desperate need; millions of farmers
and producers of other raw materials were unable to soil the results
of their labor except at a miserable price. Governments wore com-
pelled to make enormous relief expenditures. They resorted to any
type of measure which promised to relieve this unemployment and
distress irrespective of its effects on the rest of the world. In other
words, the background of circumstances leading to the enactment of
tle trade-agreements program was a most disturbing and rapid falling
apart of the commercial and financial structure of the world, caused
in large measure by the ever-rising barriers to trade raised by all
countries, in which course our own Nation was, unfortunately, an
outstanding leader.

All countries were sticken and few more seriousiv than the United
States. Within 3 years, our exhorts declined front 5.2 billion dollars
to 1.6 billions. This loss of more than 3.5 billion dollars worth of
export business spelled havoc and tragedy throughout the land. Of
itself, it would have been enough to throw out of goar the whole ma-
chinery of our national economic life. Combined with other factors,
it brought this country face to face with the gravest economic enier-
gency in our national history.

Between 1929 and 1932, inclusive, national income fell from $80,-
800,000,000 to $39,500,000,000; cash farm income, from $11 200,000,-
000 to $4,700,000,000; nonagricultural employment alone irom 36,-
200,000 to 27,800,000; wages and salaries in manufacturing industries
from $15,800,000 000 to $7,400,000,000; wholesale prices from a level
of 95.3 to a level of 64.8, Agriculture was bankrupt; industry was
bankrupt.; and even the banks were bankrupt, hundreds of them
having failed.

That emergency could not be met fully and successfully, unless
at the same time that we were putting intr effect, iar-reaching and
necessary domestic measures, effective means were also found to
restore our foreign trade, This could only be done through reciprocal
reduction, on the basis of equal treatment, by us and by other countries
of the unreasonable and excessive trade barriers which were strangling
commerce. Since other governments possessed the means of prompt
action in dealing with trade matters, it was essential that our Govern-
ment devise for itself an instrument of similar action.

This was done through tile enactment of the trade-agreements
program, which has enabled the executive branch of the Government
to engage, within the limits of policy strictly prescribed by' the Con-
gress, in vigorous action for the restoration of our foreign trade. In
that vital task, working against great difficulties, we have achieved a
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gratifying measure of success. During the period of operation of the
trade-agreements program, our exports expanded markedly, in sharp
contrast with their steady decline during tho period of operation of the
embargo policy of the liawley-Smoot Act. This revival of export
business has been an important factor in bringing about the recovery
which has occurred in agriculture, in industry, in employment, in
prices, in values, in the national income, an( allthe other elements of
our national prosperity.

Between 1932 and 1039, national income rose from $39,500,000,000
to about $70,000,000,000,

Senator BARKLEY. May 1 hiterrupt you, Mr. Secretary?
Secretary HULL. Certainly.
Senator BARIKLEY. The Alexander Hamilton Institute last week

announced that the national income for 1939 was $71,800,000,000.
What makes up the difference in your estimate and that of the Do.
partment of Commerce of between $68,500,000,000 and the $71,800,-
000,000 fixed by the Alexander Ilamilton Institute?

Secretary 1tu14.. I think it was fixed at $70,000,000,000 by the
Department of Commerce, and probably I tried to be it little too
conservative "in shading that figure.

Senator VANDENiRiiO. )oes that figure, Mr. Secretary, include the
resources poured into the national income by Federal benefit paymentss
and relief appropriations, and so forth?

Secretary iLiL. It is cOal)uterd according to the usual methods,
and frankly, it is a matter of such infinite detail and involves the
expert accountants and the statistical experts all combined, and then
soine additional help, so that I would iiot undertake at the lnmoment
without reference to the details of the record to go into that, Senator,
much as I should be glad to advise you.

Senator BARKL Y. Both figures tire a net national income and (1o
not necessarily represent gross expion(itures?

Secretary UIVlu. Well, as I say, there are well-defined rules and
methods of calculating the national income and they comprise an
immense amount of details which appeal to the expert accountants
or the fiscal authorities rather than to a layman like myself.

Senator VANDE'NI3ERO. I think it is true, since the Senator from
Kentucky leos made his observation, I think it is true that both figures
include relief l)ymnents, farm benefit payments, and all contributions
to the national income out of the Federal Treasury.

Secretary fULL. Between 1932 and 1939 national income rose
from $39,500,000,000 to about $70,000,000,000; cesh farm income
front $4,700,000,000 to $7,625,000,000; nonagricultural employment
from 27,800,000 to 33,700,000; wages and sa aries in manufacturing
industries from $7,400,000,000 to $12,600,000,000; whole le 'prices
from a level of 64.8 to a level of 77.1.

In enacting the trade-agreements program, the Congress was not
making a definitive determination of a long-range and permanent
tariff and commercial policy for this country. What wawcreate(l in
1934 was a temporary agency, designed to meet the imperative needs
of an abnormal situation and calculated to aid in bringing about con-
ditions in which a permanent policy would become feasible.

Grave emergency conditions, resulting from the tragic errors of the
past, existed in many phases of life, here and abroad. The trade and
other economic policies of the period following the World War were,
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in effect, instruments of intense and destructive economic warfare.
Largely l d(er their infhence there occur rred a growing weakening of
social stability within nations and an oninous deterioration of inter-
,national morality find of political relations along nations. There
was no hope of arresting thes(' fatal trends unless friendly and mutually
hwineficial trade relations were to supplant the existing system of
econIolviiC 

warfare.

The trade-agreements program enabled its not only to promote
directly our domestic recovery through an1 expansion of our foreign
commerce, but also to take a position of leadership in efforts to check
the spread of suicidal economic nationalism and to build it firm
foundation for the kind of international trade relations which are
indispensable to the maintenance of enduring pence, without which
there can be no sustained prosperity for our Nation or any notion.

Senator LODOE. Mr. Secretary, would you mnind having questions
during your statement, or would you rather wait until you have
concluded it?

Secretary HuL. It would be preferable, at least my experience
has suggested, that it. is ordinarily preferable all around to conclude
a preliminary statement. However I am always agreeable to what-
ever the purpose or the desire of the committee or any member of
the committee is.

Senator LO)GE. I have a question on this point, but I will with-
hold it until you finish.

The CHAlIMAN. If there is no objection, the Secretary may proceed
and finish, til(] then questions may be asked him.

Secretary ll ui. It wits not to )e anttici)ated tflit the immense
task involved could ho accomplished overnight. The destructive
forces released by the disastrous policies of tho past were too powerful
to be overcome easily or swiftly. Substantial progress in this direc-
tion was made sinco 1934. That progress has been interrupted by
the outbreak of new widespread wars. Whether what has already
been accomplished will he completely wiped out or whether it will,
after the termination of hositilitics, serve its a foundation and a power-
fuil impetus for further progress will depend, in a decisive measure,
u)on what our country does now.

Most of those who oppose the extension of the Trade Agreements
Act propose no slilstitute for it, except it returi--Ol)eln or disguised-
to the liawley-Sinoot regime. That would ho where we would find
ourselves if the act were permitted to lapso or if its effectiveness were
to )0 destroyed by the adoption of crippling alnendiments.

It requires no imagination, but only recollection of what happened
under the Itawley-Stoot Act in 1030-32, to visualize what would he
the result of a return to a policy of virtual embargoes and attempted
self-containment at any cost. Our people are not likely to forget
how, 10 years ago, the proponents of ever higher tariffs ma(do solemn
promises to the farmers, to the workmen, to the businessmen, to thn
nation as a whole that increasing prosperity would follow tie pro-
hibitive tariff schedules which they were placing on our statute books-
nor how1 those promises were fulfilled in bankruptcy for the fanner, in
staggering unemployment for labor, in a collapse of prices and values
for the businessman, in distress and despair for the entire Nation.
Our people are not likely to forget the contribution which the enact-
mont of the 1930 tariff 11ade to tie intensification of economic warfare

215171-40 -- 2
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among nations, to the growth of trade barriers, to vicious spirals of
resentment, ill will and retaliation.

Other opponents of the trade-agreements program are putting for-
ward proposals which, in the guise of an allegedly "more realistic"
approach to the whole problem of foreign trade, would go beyond the
extremes of the Hawley-Smoot policy and would commit this country
to the use of exchange controls, quotas, and all the other devices which
in recent years have disrupted and retarded international trade. To
abandon the trade-agreements program and to substitute for it a
system of this kind would be to destroy the onlypolicy which in recent
years has offered effective resistance to a spread of ihese destructive
practices. It would be equivalent to committing our Nation to a
course of far-reaching economic regimentation, since the experience of
other nations shows clearly that, in an effort to make extreme trade
controls function effectively, regimentation has to be constantly ex-
tended to other phases of business activity and of economic life in
general. It would be a starkly realistic approach, not to an effective
promotion of our foreign tra e, but to governmental control over
business activity on a scale never before attempted in this country,
and to a policy of plunging this country into destructive economic
warfare, from which no nation ever eie res the gainer.

The trade-agreements prograin has enabled us to expand our foreign
trade without subjecting it to the strait jacket of extreme government
control. Under it, our trade has increased far more markedly than
that of any other of the commercially important nations.

The program has been devised and carried out as a means of creat-
ing conditions in which free enterprise can function most effectively.
Reversion to a policy of extreme protectionism or substitution for the
trade-agreements program of a policy under which we would adopt
all the instruments of economic warfare that have been so disastrously
prevalent in the recent past, would not only wipe out our recent trade
gaiiis, but would impose upon our people a further national loss of
staggering proportions. Our Government would be compelled to
adopt most costly and difficult measures of relief and adjustment and
to regiment the country's economic activity. And the most astonish-
ing thing is that courses of action which must inevitably lead to these
results are proposed and advocated by the very people who like to
regard themselves as the real proponents of free enterprise and non-
intervention of government in economic life.

This is the crux of the whole issue. The question of the survival or
disappearance of free enterprise in our country and in the world is
bound up with the continuation or abandonment of the trade-
agreements program.

The record of what has been accomplished under the trade-agree-
ments program toward opening and enlarging trade opportunity for all
groups of our producers in both the foreign and the domestic markets
is an open book. So much has already been said on this subject that
I shall refrain at this stage from going into details on that score. My
associates and I will be glad to furnish you with the fullest data. But
I should like to raise this question: Who would be helped and who
would be hurt by the abandonment of the trade-agreements program
or by the adoption of the proposals which have been made to limit its
scope e and impair its effectiveness?

Would our agriculture be helped or hurt by abandonment or impair-
inent of the trade-agreements program?
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In the agreements which have been negotiated, important foreign
markets have been kept open or expanded for our producers of lard
and other hog products; cotton; tobacco; wheat and other grains and
grain products; fresh, canned, and dried fruits and vegetables; and
others. Surely, these producers would not be helped--on the con-
trary, they would be grievously injured-if they were to be deprived
of these advantages.

Abandonment of the program would be hurtful to them in several
very important ways. First, it would lose for us the additional
leverage which the agreements now give us in defending the interests
of our exporters in connection with the trade dislocations and distor-
tions growing out of war conditions. Second, it would sacrifice the
ncinedito and uninterrupted export benefits we are obtaining in
markets not seriously disturbed by the war situation. Finally, it
would involve sacrifice of the many ultimate advantal' s that the
concessions would give to us in reexpanding our shipn_,ats to war-
disturbed markets when hostilities cease.

In the trade agreements we have made some limited reductions in
duties on certain products. So carefully have these adjustments been
made and so painstakingly have they been safeguarded wherever
need for safeguards was demonstrated, that those duty reductions
have not inflicted any injury on any group of producers. No satis-
factory evidence to the contrary has been brought forward--for the
simple reason that no injury to our producers has, in fact, occurred.
On the contrary, there is ample evidence to show that these very
producers would be hurt, not by the continuation, but by the abandon-
ment of the program.

These producers, as all producers, are vitally concerned with the
state of our domestic market. They can sell their output at remunera-
tive prices only when the purchasing power of our people is at a suffi-
ciently high level. But our national purchasing power and, therefore,
the state of our domestic market are vitally dependent upon the con-
dition of our foreign trade

In the course of our negotiations with other countries, we find, on
occasion, that moderate and adequately safeguarded reductions of
duties on some conunodities are sufficiently attractive to other coun-
tries to enable them, in return, to make valuable concessions for our
exports, and thus 1ep us tr, expand our domestic market. Let me
r again, as a good illustration of this, to the a.ertions of alleged
injury which have been heard in connection with the moderate and
carefully safeguarded duty adjustments on some dairy and cattle
products,

Look at these facts: The cash income of the dairy industry, which
had fallen between 1929 and 1932, from $1,844 000,000 to $991,000,-
000, rose 1938, to $1,398,000,000. The cash income of the cattle
industry which had fallen from $1,495,000,000 in 1929 to $621,000,000
in 1932, rose, by 1938, to $1,14 4 ,0300,0 0 0. The prices of dairy and
cattle products have gone up substantially in recent years.

Surely, our dairy and cattle producers would not be helped, if we
were to restore to the Hawley-Snmoot levels the few duties that have
been reduced, and, in doing so, wipe out the concessions secured for
our exports. Surely, these producers would be among those most
hurt by the resulting painful contraction of the domestic market.
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Surely, they have not so soon forgotten their experience from 1929 to,
1932.

Would our manufacturing industries be helped or hurt by abandon-
mont or impairment of the trade-agreements program?

The problem in this field is fundamentally the same as that with
respect to agriculture. This county is the world's. largest exporter
of miuufactured goods. In the trade agreements already concluded,
important foreign markets have boon kept open or enlarged for the
producers of automobiles and trucks; tractors, agricultural, industrial,
and electrical machinery; cash registers; typewriters and various office
appliances; rubber tires and other rubber l)roducts; cotton and other
textile products; lumber, wood manufactures, and paper products;
hides and leather products; petroleum products; glass and glass
products; iron and steel products; cooper and copper manufactures;
and many others,

Surely, these producers would not be helped if they were to be,
deprived of the valuable advantages which have been secured for
then. Surely, they would not be helped if we were now to give up
the ineans provided by the trade agreements for defending their
interests abroad.

Nor would the industries with respect to whose products duty
reductions have been made in the trade agreements profit by the
abandonment of the program. They might derive short-sighted
satisfaction front seeing duties on their products restored to the
ilawley-Smoot levels but they would pay for this doubtful satisfac-
tion with a decline ot their business activity, which would inevitably
result from a return to the embargo policies of the early thirties.

And labor-would labor be helped or hurt by the abandonment or
impairment of the trade-agreements prograin?

Labor has just as direct and (efinite a stake in foreign trade as has
any other group of our population. The state of employment and
the level of wages obviously depend on the volume of business activity.
When foreign markets decline, the result is increased unemniployment
and lower wages for those employed in the exporting industries.
When the domestic market contracts as a result of loss of foreign
markets, the results are still more uneml)loyment and still lower wages
throughout the economic system.

With the domestic market amply safeguarded, as it has been under
the trale-agreements program, lab or has been a direct gainer from
the increase of our exports of manufactured goods. Such exports
rose from $624,000,000 in 1932 to $1,523,000,00o in 1938. At the
saime time, our dutia)le imports of finished goods were $170,000,000
in 1932 and only $232,000,(00 in 1938.

The trade-agreements program has increased employment mainly
in industries that pay rages well above the average for American
manufacturing industry. In a number of our most important in-
dustries, the exports to countries that have made concessions on the
products of such industries account for a far greater percentage of
increase in employment than the exports to other countries.

I should now like to touch briefly upon two questions of procedure
which have been raised in connection with the trade-agreements pro-
gram. The first relates to the most-favored-nation principle; the
second, to the functions of the Congress in connection with the
program.
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Would our foreign trade be helped or hurt by the abandonment on
our part of the most-favorod-nation principle?

Thie importance of that principle to us arises from tile simple fact
that most-favored-nation treatment, or the rule of equality, is the
only practical and effective means of safeguarding our exports from
destructive discrimination on the part of other countries, and of mak-
ing possible the maximum recovery of trade through promotion of
triangular and multilateral flow of commerce. Tins fact has long
been recognized in our country, as well as the fact that we cannot
secure such treatment for our exports, unless we are prepared, in
return, to grant it to other countries.

It was in recognition of these basic facts that President ]larding
and Secretary of State Hughes nade the favored-nation principle in
its unconditional fori an integral pairt of our commercial policy. It
was in recognition of these same facts that the principle was included
in the Trade Agreements Act and has been applied in the carrying
,out of the trade-agreeIionts program.

When we grant most-favored-nation treatment to the country with
which we conclude a trade agreement, we receive in return an assutrance
of similar treatment. When we extend to other countries the benefit
of the duty adjustments made in a particular agreement, we do so on
explicit condition that these other countries give our trade suI)stan-
tially the same type of treatment. We reserve the right to withhold
or withdraw these benefits from countries which do not give our trade
such treatment. The result so far has been that the volume of our
exports thus safeguarded from serious discrimination has been several
times greater than tile value of our imports on which we have general-
ized concessions made in the trade agreements.

liad we neglected to provide for our trade the safeguards against
adverse discriminations abroad, which can be effectively assu ed only
through the use of the rule of equality under the most-favored-nation
principle, had we failed to do everything in our power to strengthen
this necessary means of promoting the increase of world trade, criticism
directed against us on this score would have bee;) understandable.
Instead, we are being criticized for steadfastly insisting upon these
necessary safeguards, abandonment of which would subject our com-
merce to the constant danger of finding itself hopelessly handicapped
in foreign markets.

I come, finally to this question: Would our foreign trade and our
national interest 6e helped or hurt if the Trade Agreements Act were
so amended that individual agreements be made subject to Senate
ratification or congressional .approval?

Judicial opinion is uniform to the effect that both the delegation of
authority of the kind contained in the Trade Agreements Act and the
practice of concluding Executive agreements are entirely consonant
with our established constitutional practice. Over 1,000 Executive
agreements on a large variety of subjects have been concluded in the
course of our history. It seems eminently clear that trade agree-
ments should not be regarded as treaties requiring Senate approval.
You will find in the recent hearings of the Ways and Means Committee
a thorough brief on the matter by the legal adviser of the State Do-
partment, Mr. Hackworth.

In the Trade Agreements Act, the Congress retained-as it should
at all times--definite and basic control over tariff policy. It carefully
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prescribed the policy, the methods and the limitations of the trade.
agreements program and entrusteA to the Executive the duty and
responsibility of administering and carrying into effect the provisions
of the act. In proceeding on this basis, the Congress recognized fully
that the needs of the abnormal and rapidly changing conditions with
which we have been faced require a means of prompt and effective
action at a time when all other important nations possess such means of
action. Trade channels today shift or are shifted more rapidly than
ever before. If we are not in a position to act, with relative speed and
certainty, to protect our trade opportunities in other countries and to
adjust, as circumstances may require, the trade opportunities we
afford other countries, our trade will inevitably be handicapped to
our own disadvantage.

The experience in connection with the negotiation of the 22 agree-
ments that have been concluded offers an ample proof that the method
we have pursued has served us well as a means of effective action; and
that the authority under the Trade Agreements Act has been exer.
cised with caution and moderation and with strict regard not only to
the national interest, but also to the needs and problems of the
individual branches of agriculture and industry directly involved.

The only result of the requirements that individual trade agreements
be made subject to congressional approval or Senate ratification,
under existing conditions, would be to make the program entirely
unworkable. That would inevitably hurt our foreign trade, and
through trade, our Nation's economic well-being.

We are now in a period when, as a result of the new and widespread
wars, the need for means of prompt and effective action on the part
of the Government in the promotion and defense of our foreign com-
merce is even more imperative than it has been hitherto, We are in
a period in which our economic policies and action may have a deter-
mining influence upon the developments, which, after the cessation
of hostilities, will shape the future world.

If we were now to abandon the program, we would reduce to prac-
tically nothing the efficacy of the existing trade agreements as a
means of safeguarding our exports from the inroads of wartime
restrictions. The need for keeping alive the principles which under-
lie the trade-agreements program is crucial now, during the war
emergency, and will be of even more decisive importance after the
war. Even a temporary abandonment of the program now would
be construed everywhere as its permanent abandonment. Unless
we continue to maintain our position of leadership in the promotion
of liberal trade policies, unless we continue to urge upon others the
need of adopting such policies as the basis of post-war economic
reconstruction, the future will be dark, indeed. The triumph or
defeat of liberal trade policies after the war will, in large measure,
be determined by the commitments which the nations will assume
between now and the peace conference.

At the termination of hostilities there will be an unprecedented
need th ughout the world for vastly increased production of useful
goods of every kind. Only if this vital need is met, can our country
and all countries hope for full employment and higher living standards.
But production, employment and living standards cannot be restored
and expanded unless the nations decide frm the outset to direct
their policies toward as rapid as possible a reestablishment of mu-
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tually beneficial international trade. Otherwise, the economic life
and the political stability of the world after this war will rest upon
even more precarious foundations than those upon which they rested
after the last war.

Had the nations of the world, including our own, followed at that
time commercial policies conducive to the fullest practicable develop-
inent of mutually beneficial international commerce world trade
would undoubtedly have expanded on a healthy basis far beyond the
limits actually attained, and a foundation wod have been laid for
stable economic prosperity for all nations. Instead, the nations
sought escape from their difficulties in constantly creating greater
barriers to trade, the effects of which were obscured for a time by
the unhealthy stimulation of reckless borrowing and lending of the
Twenties. But the ravages of the great depression, the years of
only partial recovery which followed, and finally the supreme tragedy
of the new wars have brought retribution for the mistakes and follies
of the first decade after the World War.

Must all this be repeated again, perhaps in an even more acute
form, after the present war? That may well be the case if we now
turn our backs upon the policy which, under our leadership, has
offered in recent years the only hope of promoting trade among
nations in such a way as to rebudld the foundations of economic
prosperity within nations and of stable peace among nations. Were
we to do this we would inflict upon ourselves and upon the world an
iincalculable injury.

After the World War, through the policies which we then pursued
we helped to create a situation in which the entire economic structure
of the world rested upon shifting sands, with nothing in sight but
inescapable disaster. The policy which we have pursued for the
post 6 years, if we only have the wisdom to continue it, will enable us
to place the whole weight of our country's influence behind a deter-
mined effort-in which I am sure, we shall have the cooperation of
other nations--to rebuid international economic relationships in such
a way that our Nation and all nations can prosper and be at peace.

The CHAIRMAN. Senator King, do you desire to ask any questions?
Senator KING. No.
The CHAIRMAN. Senator George?
Senator GEORGE. No.
The CHAIRMAN. Senator Walsh?
Senator WALSH. No.
The CHAIRMAN. Senator Barkley?
Senator BARKLEY. No.
The CHAIRMAN. Senator Byrd?
Senator BYRD. No.
The CHAIRMAN. Senator Guffey?
Senator GUFFEY. No.
The CHAIRMAN. Senator La Follette?
Senator LA FOLLETTE. Not at present.
The CHAIRMAN. Senator Capper?
Senator CAPPER. No.
The CHAIRMAN. Senator Vandenberg?
Senator VANDENBERG. Mr. Secretary, I would like to ask you some

three or four questions in pursuit of information and not in pursuit
of controversy.
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Secretary HULL. I appreciate that, Senator, because we have so
many terrific international problems facing us that I welcome that
sentiment.

Senator VANDENBERG. I think that is tle only proper basis to
pursue on any of these subjects. Your examination was so complete
in the Douse hearings that I have no desire to go over the subject
matter that was canvassed in those hearings. I am assuming that
those hearings are just as much a part of our record as our own?

The CHAIRMAN. That it true.
Senator VANDENBEnO. Let me ask you this question, Mr. Secretary.

I presume the answer is obvious, but I would like to have it clear oin
the record. In the absence of any restriction to the contrary, in this
resolution I assume you would pursue on the theory that you have
authority to reduce excise taxes as well as import duties?

Secretary HuL. Anything that is hundred percent a tariff--what
do you call it in technical hanguage?-but anyhow, any import tax
that is identical in all of its effects with a tariff would have to be treated
in that way, I assume.

Senator VANDENBERG. Well, let us be quite specific about it. You
would feel that you had authority to reduce the excise taxes on copper,
coal, lumber, and oil which are covered by one specific act of Congress I?

Secretary I-uiar,. We have gone on that assumption. I think you
know that oil has been dealt with; that the copper proposal has been
considered fully in the manner that every tariff proposal is considered
by the different committees, and no question has been raised on coal
so far as I have heard, by anyone. We have some $63,000,000 of
exports of coal and very small imports. There is a little anthracite
coming into Boston, I think, under an agreement with Russia not to
export more than a certain amount.

Senator VANDENBERG. I am not asking you about the facts in-
volved-

Secretary HULL (continuing). And the lumber situation has been
(lelt with. So the question becomes less-if 1 may say so-less im-
portant that it has been, but our action indicates exactly what our
position is.

Senator VANDENBEG.O. Exactly. The only reason I ask it is that
there has been a very violent controve y as to whether or not yotL
were entitled to invade these taxes under our congressional interpre-
tation of the original act, and I thought we had better not have any
misunderstanding regarding tile extent. It is your positionn that you
have coml)ete authority to reduce these excise taxes?

Secretary HULL. Now, please do not misunderstand me. There are
excise taxes and excise taxes. It is not the name of the tax that we
are supposed to be governed by under the law; it is the purpose and
effect of the tax. If tle only )Url)ose and effect of a tax is 100 percent
tie same as a tariff levy, then it takes its place in that category. If it
is an internal-revenue tax which does not undertake to obstruct in-
ports as a tariff tax does, but is imposed on domestic and imported
products alike, that is an entirely different matter. No one has ever
thought of reducing such internal taxes.

Senator VANDENBERG. You are familiar, of course, with the law
which deals specifically with these four commodities?

Secretary Hutl. Yes.
Senator ANDENIIERO. And it is your position that that falls within

the jurisdiction of this alct?
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SecretOry HULL. Yes; and I have never beard it very seriously
controverted, except by a very limited circle of persons.

Senator VANDENnBEIO. Wel , I belong to that limited circle.
Secretary HLL. I hope it will be even less as the years go by.
Senator VANDEN ERmO. And I simply plead that I base my op)osi-

tion upon the categorical statements of the distinguished chairman of
this committee on the floor of the Senate at the time this act was
passed. IHe was not a particularly good prophet in that connection.

Secretary HULL. Senator, if I may say, I tlunk there was somewhere
in Con gress some misunderstanding in regard to some phases of these
taxes, but I thought that you and Mr. Sayre, when he was Assi-itant
Secretary of State and before your committee on this question, had
clarified this question.

Senator VANDI)NnENG. I thought so too, but somebody failed to be
clarified. Apparently I was the one.

Secretary HULL. Apparently.
Senator VANDENnERG. May I ask you just about that one figure in

your proposed statemenit-it is on page 7 of the reprint. I quote:
Such exports rose from $024,000,000 in 1932 to $1,523,000,000 In 1938.
Do you have the references in mind?
SecretaryHULL. I think I remember them.
Senator VANDENBERU. I am asking you if you can break that down

into two figures and tell me how far they rose up to 1935 when the
Trade Agreements Act became operative?

Secretary HULL. I think you will remember the condition of the
country as I have described it in 1933. At that time the Government
took energetic measures to revive industries and business over the
nation an(l to provide necessary relief for all sorts of groups of people.
You remember the W. P. A., for example.

The CHAIRMAN. There was such an institution which is called
the W. P. A.

Secretary HULL. That was created in the forepart of 1933?
Senator BAIRKLr:Y. That was then known as the F. E. R. A., the

Federal Emergency Relief Administration, which later became the
W. P. A.

Secretary hllxi,. I don't recall now the exact nanie of the early
agencies. I was in London at the time, I think. But at ay rate,
there were many relief measures that brought on some of the indebted-
ness which is being complained about nowby some of our folks. These
measures helped to stimulate our completely collapsed economic struc-
ture and gradually pumped life into it, so'that in 1934 there was an
increase of tll earnings and all prices and all income, but this increase
was small compared to the more rapid rise that went forward in later
years as some degree of stability was set on foot, in the country.

Senator VANDENBERG. Regardless of the factors that, produce( the
increase, you report an increase in exports of manufactured goods of
approximately $900,000,000 from 1932 to 1938, and I am asking how
much of that $900,000,000 inorease occurred prior to 1935?

Secretary HULL. I have not got the figures at inN fingers' ends, but
before the depression, when we had inflated prices'and values, we ex-
ported about 2M billion dollars of finished manufactures, and these
exports went down to little or nothing during the years from 1929 to
1933. Then they began gradually to rise, and I will be glad to insert
in the record the exact figures.
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(The information referred to is as follows:)
United States exports of finished manufactures, which had declined from

$2,532,000 000 in 1929 to $624,000,000 In 1932 and $617,000,000 in 1933, Increased
to $994 006,000 in 1935 an inciease of $370,000,000 over 1932.

In 1438 exports of Anished manufactures were valued at $1,523 0D0,000 or
$529000,000 greater than in 1935, Thus, the increase between 1931i and 1938
was $159,000,000 greater than the increase btweon 1932 and 1935.

A table showing the value of exports of finished manufactures for each year
between 1929 and 1939 follows:

United States domestic exports of finished manifatures, 19R9-39
1929 --------------- $2, 532, 000, 000 1935 ----------------- $994, 000, 000
1930 ................ 1,898,000,000 1936 --------------- 1, 154, 000,000
1931 ---------------- 1 , 120, 000, 000 1937 -- _------------- 1, 617, 000,
1932 ---------------- 624,000, 000 1938 .---------------- 1, 523, 000, 000
1983 ---------------- 617,000,000 1939 ---- _-----------1 , 067, 000, 000
1934 ---------------- 879,000,000

8ouroo: Compiled from records of the Department of Commerce,

Senator VANDENBERG. Thank you. It is my understanding that
the increase was about 50 percent in the 3 years preceding the trade
areenlents, and 50 percent afterward; in other words, it was just
about a 50-50 division of increase between the two periods.

Secretary HULL. Well, 50 percent when the amount of our exports
had gone down so low would not amount to much compared with
getting back the other 50 perent-

Senator VANDENBERG (interposing). No; I mean 50 percent of your
$900,000,000 of increase-half of your $900,000,000 was in theperiod
preceding the trade agreements, and half of it after that period.I Secretary HULL. I think we are all agreed that under the trade
agreements, these export gains have been preserved and added to
steadily.

Senator VANDENBERG. Of course, that is a matter of argument. I
am simply interested in the discovery whether or not the world and
our own export trade were not substantially on a recovery basis before
we started the trade agreements program?

Secretary HULL. Well, it wouldbe well if we should go back a little
further and undertake to ascertain the causes, under what kind -of
economic policies, this unprecedented collapse occurred, and then we
would have some light possibly shed on the course of reconstruction.

Senator VANDEONBERG. Now, may I ask you about another phase
of the matter which interests ine very much? Assistant Secretary of
State Grady said in a speech in New York City:

Even more serious than tariffs and trade barriers and far more threatening with
respect to the future world industrial development is the virtual destruction
during the last 4 years of the structure of international prices because of the gross
discriminations, preferential trading arrangements and the arbitrary control of
trade through import quotas, exchange allocations, and the like.

I am asking you, Mr. Secretary, whether or not these trade barrierni
and these trade restrictions, entirely aside from direct tariffs, are not
a very serious factor in the international trade situation at the present
time?

Secretary HULL. They are all in the same category, and in our trade
agreements we seek to soften and to diminish and to reduce any and
all of them.

Senator VANDENBERG. Well, to what degree do you succeed in
reaching exchange restrictions, for instance?
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Secretary HULL. You may notice that we proceeded to attack this
unprecedented chaotic situation of production and trade and general
distribution by the only agency I have seen or heard anybody suggest
seriou-3ly. There have boon some little substitute suggestions here
and there, but I do not think they have been taken very seriously,
at least they have not been pressed very much. This was the only
method of attacking this network of almost every kind of restriction
the imagination could suggest. Some people expected us to have
prosperity restored in a few days practically, others expected us to
see to it that no war occurred, others expected us to stop the war
now that it has occurred; the fact is that we have persuaded 21 nations
to get out of their minds the idea of a further run-away race in every
sort of restriction and obstruction that can be imposed upon inter-
national finance and commerce.

Senator VANDENBERG. How many of those 22 nations, to bring the
thing down to the point I am trying to 'ot at, how many of these 22
nations, in spite ul their agreements with you in respect to uncon-
ditional most-favored-nation tariff treatment between us, have col-
laterally embarked upon exchange restrictions and formation of trade
areas and currency blocs and bilateral agreements and quotas and
embargoes, and so forth? How many of those same 22 nations have
done that?

Secretary HULL. Well, in the first place, there was an increasing
disposition to halt this condition of economic argument and con-
troversy. The problem then was gradually to find ways to abandon
first one exception to this formula and then another exception that
they felt obliged to retain for the time being. There has gradually
and steadily developed a disposition on the part of an increasing
number of nations to move in this direction. I need not go into
the details, but we have a great many indications. You take the
six Oslo nations, they have been moving that way, while at the same
time pointing out some of the difficulties that prevent them from
going the whole distance.

I was about to add a little while ago that this program constitutes
primarily the promotion of exports by entering into mutually satis-
factory and desirable trading arraigemonta with other countries so
disposed, based on the principle of equality and eliminating some of the
excesses of trade obstruction and restriction. We have moved along.
Great Britian, France, and several other important countries along
with ours, took another step in connection with stabilizing the exchange
situation, If and as this terrific world network of complications in
the whole financial situation is gradually clarified and gradually
diminished, then the nations will naturally seek further stabilization
of the exchange situation. Further questions like those will come
along if and as the improvement under this trade program makes it
possible to reach that stage,

I am glad you asked that question because it is very difficult to get
many people to understand that while this domestic and international
collapse loft the international trade structure flat on its back, and our
own domestic trade structure flat on its back, it took long years for
the conditions to develop that brought about that unprecedented
catastrophe. It is not an easy thing to cure. That is why I am
here pleading with you to tske the broadest possible view that you
can, consistently, in considering how to cope with the conditions and
the problems confronting us with some kind of a feasible remedy.
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Senator VANDXNNRGO. Well, Mr. Secretary, J concede that it is
very difficult to cure, and I am just trying to discover in a few specific
instances just how it was cured.

Secretary. HULL. I ant glad you made that inquiry.
. Senator VANDENBERO, wen you make a trade agreement, lot us.
say with Turkey, under the unconditional most-favored-nation
polcy, as a result of which we have agreed to give Turkey every
favor we get from anyone else within the privileged group, is Turkey
bound then to give you an unconditional most-favored-nation treat-
ient even to tihe extent of not making bilateral agreements with
other countries, or on such controls or quotas or embargoes?

Secretary HULi.. We undertake at every stage to point out the
general advantage of a liberal commercial policy in contrast to the
narrow system of regimentation and autarchy. We are mnakiig
progress. That is the thought we are encouraging among other
nations, including Turkey. We are going on this theory, I may say,
that when the war ends, the economic forces of the world will be
organized in one of two ways, either down the course of ever more
extreme autarchy and totalitarianism, economically speaking, or they
will be organized in the opposite direction of economic sanity and
business recovery and that will be under a formula that 1 think you
and I both can agree upon. That is why I continue to l)lead that there
is nothing remotely political in this sort of a situation. I think it is
too serious for that.

Senator VANDENBERG. Let me see if I understand your answer to
the specific question I asked Is this correct, that in spite of the
unconditional most-favored-nation formula, you are not guaranteed
unconditional most-favored-nation treatment from those with whom
you make these trade agreements except in respect to their general
tariff laws, and all that you have to rely upou is persuasion and
argument?

Secretary HuiL,. No; whenever they make an agreement with any
other nation, and give that nation a concession, it is turned over to
us, if that is what you mean. We got every concession they make
to any other nation.

Senator VANDENBERG0. Is that literally true?
Secretary 1[UILL. That is literally true. There may be a scattering

exception as we are moving out of the extreme difficulties into a more
iml)roved situation.

Senator VANDENBERiO. Now let us see how that works. I noticed
the other day that France an Great Britain had made a new trade
agreement for the purpose of implementing their mutual domestic
economy with particular reference to the expansion of their colonial
trade, How do they generalize any benefits of that sort of business?

Secretary Ie ULF,. Tan glad also to take advantage of your question
to call attention to the fact that there is a war in all other parts of the
world almost, except this hemisphere, and that when nations are
fhting for their very existeuce, they naturally impose war restrictions.
Now, we have unequivocal clean-cut provisions in both the British
and the French agreements for the generalization of all concessions
they make with other countries in the course of trade agreements,
and there is a proviso that in time of war they must be permitted to
impose war restrictions regardless of these provisions. They go on
the theory that when they are at war, instead of purchasing a great
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many splecialties and novelties and curios, they want to buy guns and
ammunition. That is the whole proposition,

Senator VANDENBERG. I quite agree and that is what I had in
mind. It seems to me that with war conditions pretty much in control
of the external world, it is imo)sible to respond as categorically as
you did to my question about our being the beneficiary of every trade
advantage that every country gives to every other country than
ourselves.

Secrtary hULL. I thought you assumed the war and the war situa-
tion would be taken judicial notice of by everybody.

Senator VANDENBERG. How many bilateral agreements have been
made, lot us say, since 1935 when this act went into effect? Row
many bilateral agreements have been made between other countries
do you know?

OScretary HuL. There has been a report circulated around here
for sonmo days-possibly by somebody who came on the witness stand
or somebody who belongs to the lobby that frequents the dark places
in the capital always circulating some kind of a report. I don't
,know where it originated, but it was that so many hundred bilateral
treaties had been made within a given time, and that that was some-
thing of tremendous import. I think that it was shown in the testi-
niony of Mr. Fox, of the Tariff Commission, who is as fair and as com-
etent a man as I have seen during my stay around Washington,

how utterly unimportant and insignificant those agreements were.
Most of them (lid not deal with tariffs. Sometimes they would relate
to one or two words of some treaty or some other relationship between
two countries, but generally peaking, most all of them did not come
really within the category of what you and I are thinkig about.

Senator VANDENBERo. How about barter agreements; have there
been many direct barter agreements within the last 3 or 4 years?

Secretary HULL. There have been a number here and there. As I
say, you have the postwar economic practices of the nations to elimi-
nate largely all kind of sound, healthy commerce, and each nation
undertakes now and then to put over a barter transaction. That re-
duces the sum total of trade and hamstrings it and makes it impossible
to revive the normal practices of commercial nations.

Senator VANDENBEHO. Are barter agreements out of aympathy and
out of harmony with the reciprocal trade treaty theory?

Secretary HULL. Not in a reasonable number of instances, and not
to the extent of weakening and breaking down the broad program
which contemplates the restoration, as I say, of the triangular and
multilateral trade and of those processes which alone will make it pos-
sible to restore this normal situation. Some of the governments that
stand for autarchy and nothing else stand for the bilateral method and
nothing else.

Senator VANDENBERG. Is there anything inconsistent between our
barter agreements with England and with China and with our recipro-
cal trade treaty program and our unconditional most-favored-nation
theory?

Secretary HULL. I was trying to make that clear in my statement.
During the post-war peirod, the nations generally followed policies of
•ever-narrowing .economic nationalism. They shut off in every pos-
sible way imports and, of course, they could not have enough barter
transactions to keep up a balance between production and distribu-
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tion. The result was that all of the nations found themselves loaded
to the guard with burdensome surpluses and nowhere to dispose of
them. That was the result of tile exclusive bilateral methods, with an
occasional bartering transaction thrown in. We said that that is
breaking down and disrupting the whole situation and badly reducing
the standards of living and employment in all nations. S5o we vro-
posed the only method that we could find.

You may recall that all of us in both Houses of Congress modified
our views as to the best methods of attacking this unprecedented
condition of collapse that followed 1929 and 1931. And this broader
formula, which was based on the principle of equality of treatment and
friendly arrangements among the countries for the opening of the
channels of multilateral trade of all kinds, offered tie only way out,
The more that the question is studied, the more I believe tlat you and
I and others like us will agree on it. It is only a question of attacking
this terrific condition and making some progress in dealing with it.

You may recall that we all had a controversy through the twenties
about the progress of what we call extreme economic nationalism, and
about its significance and effects. Finally, when the collapse came,
every sort of method was suggested by somebody here or there in
both political parties in Congress, But when we got down to facirig
this highly developed state of chaos in 1933 and 1934, we found, after
reviewing the methods of every statesman in both political parties
who suggested or talked about it during the twenties or the early
thirties, that this was the only possible way to make any progress.
We followed the decisions of tile courts afllrming the validity of the
flexible clauses in the Fordney Act and in the Snoot-Hawley Act.
We followed them and, of course, if we could have made any further
improvement on any agency of government for the temporary attack-
ing of this extreme emergency economic situation, we would have
done so. We would have welcomed any suggestion from anybody.

Senator VANDENBERG. I think your answers prove the compexity
of the problem.

Secretary HULL. Yes.
Senator VANDENDERG. It is a thing that has challenged us.
Secretary Iltyrm,. You may remember that President Hoover

vetoed some kind of a bill that Che Democrats got tip in 1932, ie
vetoed it on the ground that it was not feasible in that emergency
situation for the two Houses of Congress to conduct trade agreements,
at least for the time being. So that illustrates what you are saying
about the complexity andtho rapidly changing conditions that were
going on and the desperate search for remedies of a temporary nature.

Senator VANDENIERG. It seems to me it is so complex--it, some-
times seems to me that it is so complex-that we overrationalize it
when we try to meet it solely with a reciprocal trade treaty program.

Secretary, HULL. Well, nobody else has suggested anything else,
Senator.

Senator VANDENBERG. Well, instead of-
Secretary HuLL (continuing). I lie awake at night hoping that

some statesman will send me a message giving me some improvement
on this.

Senator VANDENBERG. I am afraid whether or not it came from a
statesman would depend upon whether or n you agreed with the
suggestion, Mr. Hull.
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Secretary HuLL,. Well, any impressive stutesnan-and ihe can be
the judge of that as well as inysslf-is welcome to oiler a suggestion.

Senator VANDFNFIrma. Is there anything inconsistent with respect
to the policy of the State Department with respect to reciprocal
trade treaties and the Department of Agriculture in paying ex ort
subsidies and in operating the Federal Surplus Commodities or-
poration to buy surpluses to which the State Department is con-
tributing with tariff reductions?

Secretary HULL. Nothing remotely basic or fundamental. It is a
part, of the des-perate effcrts of each to try to make a contribution to
a most diflicul't situation, and I sometimes wonder whether or not as
the world is swinging on through pitch darkness, with every kind of
difficulty and danger presenting themselves, just how much time we
should give to the minute details of our efforts to get out of a most
terrific emergney.

Senator VANDENBERO. Let me ask you just one extremely sordid
question in conclusion: Have you any estimate of the amount of
revenue of which the Treasury has ben deprived as a rseslt of tariff
reuctions under the reciprocal-trade agreements?
, Secretary HULL. I think the revenue from custom receipts was
better in 1939 than the year before.

Senator VANDENHEno. How much still greater would they have
been if the rates had not been reduced on the same volume of imports?

Secretary Hum.. Well, 1 recall that a large part of the customs
rsceipts under the Smoot-Hlawley Act wore derived from imports
comilg in under rates that averaged 75 percent. So if you pursue
the question of the amount of customs receipts too far, you will reach
a point where imports are subject to the very high rates that contrib-
uted so much to retaliation against us by all the other nations, and the
bringing on of this catastrphe to which we sometimes refer.

Senator VANDENBEO. I have seon tho figure $113,000,000, and I
was wondering where it came from or how it was arrived at.

Secretary HULL. I believe some of those lobbyists started it. I
never heard it.

Senator VANDENBERG. What would you do without lobbyists,
Mr. Secretary, to blame things on?

Senator KING. I would like to ask one question.
The CHAxnMAN. Senator King.
Senator KING, You have just alluded to the fact that the world

today is in a condition of pitch darkness. Undoubtedly there is a
great do0 of confusion as a result of the almost universal war. Don't
you thbik, Mr. Secretary, that it might be wise to pretormit the further
consideration of this question until there is a little more sanity in the
world as these war clouds are largely dissipated?

Secretary HULL. I think if Moses had kept secret from his followers
what a wonderful place there was over beyond that big mountain,
they never would have been interested in crossing the Red Sea. I
believe in having some objective, especially when it is so all-important.

Senator KiN. Do you think you can see the Promised Land in
this pitch darkness?

Secretary HULL. I am talking now about economics.
Senator KING. You have brought in the Promised Land.
Secretary HULL. What I am trying to get over is this: I think

,that today there are 25,000,000 of the most able-bodied persons in
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other parts of the world under arms, And that (loes not include
reserves by the millions that are in training, It will take two to
three persons at least in nonmilitary employment to provide for
them. So that we have today probably not less than 80,000,000
of the most able-bodied persons doing nothing but participating in
military operations. In the meantime, production of all of the
worth-while things--the things people need to wear and to eat ii1
order to have some sort of a standard above that of utter distress
and privation-the production of those things in most parts of the
world is hopelessly neglected on account of war production and the
prosecution of the war. And nobody is thinking seriously how this
80,000,000 persons will be transferred back into civil employment.
That is just one of the little probleins that is coming on ahead of us,
if we are not very mindful. But unless some nation keeps alive the
basic program that will point the way to employment and higher
standards of living and creation o; purchasing power, the world will
So right back over the same road it went and over the same economic

iagara over which it went during the twenties.
Senator KING. Mr. Secretary, you are undoubtedly familiar with

the Latin maxim that war makes law silent, and in view of the vicis-
situdes of the war and the uncertainty of what the outcome may be
or will be and the economic and political conditions and industrial
conditions which will follow, it would seem that there is some reason
in the assumption that it might be wise to preternit as I mentioned
a moment ago, the continuation of this question until we get out of
this darkness and get some daylight. It is pretty difficult now to
formulate a policy that will meet the post-war conditions,

Secretary HULL. I appreciate what you say, and a number of
people have advised me quite strongly last fall to keep away from this
situation, just announce that it is suspended indefinitely, that the
war is on and the act has expired and keep away from it. I said that
that would leave leadership in the whole economic situation to those
who practice autarchy and economic totalitarianism or are being
dragged in that direction, and that it is all-important for us to have
an agency that can safeguard and facilitate our trade interests during
the war. For instance, as you know, there are meetings all the time
by other countries making some little war restrictions on trade. It
may affect us very seriously, either temporarily or for a long time
after the war. While the world is in tifs chaotic situation because
of the increasing number of restrictions, there is all the more of an
emergency in our relation to it.

If we announce that we have abandoned the matter, as I said in my
manuscript, that will be taken by everybody at home and in every
other nation as a complete abandonment of any trade policy or com-
mercial policy, except the narrow policy which was so disastrous to
all the nations at the end of the 10-year period after the war.

We wold be in a most unfortunate position if, when the war ends
and a peace conference meets, we should send word to it that we had
not maintained a broad basic economic policy for recovery, but that
our Government had just abandoned it permanently or indefinitely,
and therefore we would not have any suggestion to make. The forces
of autarchy and totalitarianism in economics would be in supreme
control. That is a very serious thing. The point is that the reaction
on our domestic situation, if we pursue after the war that narrow
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course, would, be just as destructive as it was at the end of the 10-year
period after the last war.

Senator KING. Mr. Secretary, I would not mention the fact about
the totalitarian states except that you mentioned it, but it seems to
ine that if the democratic forces win in this war, we need have no fear
of the failure to adopt a reasonable and rational economic international
policy. If the totalitarian states win, if Stalin and Hitler win and
the totalitarian states win, they will pay no attention to us, but they
will impose upon their victims such policies, economic and otherwise,
as they desire, without reference to us, and we will have little voice
in the determination of the post-war policies.

Secretary HuLL. I beg your pardon. I did not make myself
understood. I did not intend to refer to the totalitarian countries as
such. I was referring to economic totalitarianism, where a nation
undertakes to pursue an ever-narrowing course of having virtually no
imports whatever and regiienting itself to the hilt as it goes forward
with that policy.

The CHAIRMAN. Senator Lodge?
Senator BARKLEY. I have to get on the floor, and so may I ask the

Secretary a question before I leave?
Senator KING. Mr. Chairman, the Monopoly Comnittee is in

session, and I have togo there.
Secretary Hui~i. I (10 not know anyone that I would so much

,dislike to see leave.
Senator BARKLEY. In regard to this very matter you have been

discussing with Senator King, regardless even of whether a country is
a totalitarian or a democratic country, the urge to become self-
sufficient after this war would be no less than it was after the last one,
and it may be even greater, which would lead to commercial policies
which might be detrimental not only to our exports, but to the world
situation, is that true?

Secretary HULL. That is true. If I may add in that connection,
back in former periods, this young country, largely undeveloped,
could stand almost any kind of punishment as the result of unsound
economic policies. We would produce a little surplus in one line or
another and let European countries, acting as our brokers, sell it
and take their profits, while we went along in a happY and easy
fashion, But we are living in a new period now. Nothing is more
absurd than for a nation to sit down, for instance, and indulge in
unilateral tariff practices and policies that were pursued by both
political parties until we got into a situation of economic collapse.
That is why we evolved tims program to discourage attempts at com-
plete self-containment, that is, to discourage going too far. That
was enough to turn the tide away from the 10-year regime of in-
creasing economic nationalism that culminated in the early thirties in
oonomic disaster.

Senator BARKLEY. Even assuming that, to some extent war will
suspend the complete operation o these trade, agreements even
where they exist, your theory is that their mahtenance and con-
tinuance to operate as a toehold after the war is over, which we can
use and which the world can use as a basis from which to make
further progress, and that it would be infinitely better to keep them
alive than to have the whole program collapse and have to start
from scratch again.

215171-40-----8
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Secretary HULL. That is precisely the situation. We are trying to
deal with conditions practically. As I have said consistently sine
1034, this is an emergency agency to deal with an extreme emergency
situation. And I believe that Congress, as I say in my manuscript,
should at all times retain definite and basic control over tariff policy.

My only suggestion is that we are trying to got through this emer.
gency before ta ing up the question of the )crmanent, normal com-
mercial policy on the tart of Congt'ess. Then with conditions more
clarified and composed, whatever permanent policy Congress may
desire to adopt is another question.

Senator B3ARKLFY. One other question and then I am through,
During the administration of Mr. Hoover, Mr. Chairman, Mr. Robert
S. Lamont, I believe, was Secretary of Commerce, and in testimony
which he gave before this committee or before some committee, per-
haps the committee investigating the economic conditions in 1932
and 1933, he stated that the loss of our exports between 1029 and 1932
involved the loss of employment of over 3,000,000 American working.
men. Are you sufficiently familiar with the effect of the loss of our
export trade upon domestic employment to confirm that statement of
Mr. Laniont?

Secretary HULL. I think it was generally understood that those
who were both directly and indirectly but definitely involved in the
export trade situation numbered around 3,000,000-about 1,500,000
ii, immediate contact and, accordingly, immediately affected, and
even more who were affected indirectly. For example, in the case of
the automobile industry, many more than those actually producing
automobiles would be affected.

Senator BAIKIEY. Of course, much is made of the fact or the state-
ment that the best market for American products is the American
market, which, of course, is true in a sense. If we could sell every-
thing we can make in this country without bothering about any foreign
commerce, it would be a very desirable thing, I suppose, from certain
standpoint., and the statement is frequently made that 00 percent of
all that we produce is sold at home, and that that is much more
important than the 10 percent that we sell elsewhere. But is it not
true that the 10 percent that we sell elsewhere or do not sell elsewhere
very materially affects prices and the stability of the 90 l)ercent that
is sold in the United States?

Secretary HUL,. That is utirely true. It was that sort of a slogan
under which we moved with flags flying and bands playing into a state
of bankruptcy in 1930 and 1031 and 1932.

Senator CLARK. Mr. Secretary, that 10 percent, while it is small
relatively in percentages, is a very important 10 percent, is it not,
because it includes over half of our cotton and half of our lard and
two-fifths of our leaf tobacco and certain other very essential
surpluses, the movement of which products necessarily reacts on
labor and in manufacturing industries and agricultural conditions and
everything else in the country?

Secretary HuLL. Exactly, Aid if I may repeat a fact that I have
stated before, we were selling Canada over $900,000,000 in the most
profitable way. We were buying $500,000,000 from Canada. Sone-
body said, "Why not prohibit that $500,000,000 from coming in and
just go on wit'i our sale of the $900,000,000?" That would be fine,
and that would give more employment to labor, they argued, But
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that was not the way it worked out, We proceeded to do so, and the
way it worked out was that the nations proceeded to retaliate on us
even before the Smoot-Hawley Act wts finally passed. Canada had
had a general increase of her tariff a time or two which offset our in-
creased system of tariffs before its enactment, and after three tariff
raises over there, sie soon convened the Ottawa Conference, and the
upshot was that we showed up later with less than $300,000,000 of
exports to Canada-a loss of over $600,000,000-and about
$200,000,000 of imports. That is the way it worked out. It is a
game that can be played, of course, both ways, and the greatest com-
mercial injur this Nation has suffered from any kind of policy has
been that policy.

Senator BARKLEY. In other words, we lost six limes as much by the
loss of our exports as we gained by the retention of our imports.

Secretary Hu.. Yes; about twice. Understand, I am not saying
that that was the sole factor, but that was the chief, controlling factor.

The CHAIRMAN. Senator Lodge is anxious to leave, so I will ask
you to go ahead.

Senator LODGF, I am like Senator Vandenberg; I am not trying to
start a fight or an argument, but I am trying to understand. I am
not addressing myself to the economic aspect, on which I think there
is a lot to be said on both sides, but to the proposition that free trade
will promote peace, and I would like to ask yol, if that is true, how
it is that England, which is the greatest free-trade nation on earth,
is always the first to get involved in all of these big wars?

Secretary HULL. On this point, I would like to, if I can turn to it,
I would like to read just a brief statement. It will just take me a
moment if you will bear with me. .

Senator LODGE. It is a big question.
Secretary HULL (reading):

The nations of Europe, democrawes and dictatorships alike have been systemati.
=lly building toward economic self-sufficlency. Political boundaries have been
mae into higher and higher barriers against foreign trade, Groups of nations
have created controlled trade areas which are walled in not only by tariffs biit by
quota, trade agreements, and strict government administration of foreign trade.
Those new trade barrIers are robbing mankind of the full benefits of the modern
productive system, are decisively lowering the living standards of many nations,
and are a menacing cause of war, as nations, stroggling for s"lf-sufficiency, seek
their sources of raw material supplies and foo,lstuffs in tte conquest of territory
rather than through the development of trade relations with the rest of the worlds

Now, that was taken from the report of Dr. Glenn Frank's Com-
mittee of 200, and I could not have said that more succinctly and
answered that question better than they did.

Senator LoDou. I do not speak for Dr. Glenn Franuk.
Secretary HULL. Well there were 200 others, too.
Senator LoDGF,. And f do not speak for them either, and I do not

speak for the Republican organization and I think that is a very
eloquent statement of the economic advantages of a free trade and
of the benefits to be derived from making the good things of life
available to more people, but it still does not alter the fact that the
greatest free-trade nation i the world, which is England, is perpetually
mvolved and concerned in every war that takes place, because of her
foreign trade.
* Secretary HULL. I think you will agree that, because of our leader-
ship in the policy of extremism in trade relations and in obstructing
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commerce, we were met by retaliation in the British Empire; they
swept our wheat off the world market with a 6-cent disoruninatioin,
they swept our lard out of the world market with a 10-percent dis.
crimination, they swept our fruits largely off the world market, they
swept our timber out of ita great markets in Adstralia and Great
Britain and other parts of the British Empire. You will find, I think,
that this was part of that general scramble on the part of nations,
when they saw our policy, to offset it or to follow it blindly, or to
retaliate against it.

Senator LODGE. 1 think those are all very strong economic aru-
ments and I have tried to make it clear that 1 was not approaching
this thing from the economic standpoint, but approaching it not
from the standpoint of whether you were going to be rich or not, but
from the standpoint of whether you are going to be in the war or
not, or whether you are going to be alive or not. I am quite pre.
pared to say that this policy increases values, and to that extent
increases prosperity, but it seems to me it causes tremendous risks
to a country like ours that wants to stay out of the darkness that we
have been talking about this morning.

Secretary HULL. At any rate, the heads of great nations say in
effect that we must export or starve to death; we must export or we
cannot win the war. I feel that those utterances are of great signifi-
cance as they relate to the commercial situation. People who are
hungry are not going to lay down their arms and be peaceful and
happy. Unless you find ways to get people back to work in civil
employment, the living standards which have already slumped tre-
mendously during recent years will sluml) further, hungry peoph will
be organized and led )y an increased number of agitators, and we will
go back over precisely the road which the nations traveled from 1919
on.

Senator LODGE. You do think it would be a mistake, don't you,
Mr. Secretary, for us to develop a policy which was based on any
kind of an assumption that we were a small island that could not live
without our shipping?

Secretary HULL. Well, naturally I hear some l)eolh sometimes say,
"Well, we just need to defend our coast line and let the world go
hang," but that means to turn over the seven seas of the earth to
piracy or any other kind of rule that the most lawless rulers niny see
t to inflict. That would mean, before we knew it, that all the small

nations would be under their domination and they would be told just
how to deal with us in this country.

Senator LODGE. I would like to ask one more question. In the
enumeration of industries and economic activities that have been
benefited by the trade agreements, on pages 5 and 6 of your prepared
statement, I notice that fisheries and shoes were omitted. Is that
because they have not benefited by trade agreements?

Secretary HULL. Well, that is a long story to take up in detail here.
It brings in the frozen fisli people and the effects of the imports and of
the increased production in the industry that has been complaining.
I have all the details here.

Senator LODGE. Generally speaking, do you think the fisheries have
been helped by the trade agreements program?

Secretary HULL. I think unquestionably, if you visualize what this
program is. This program began when our national income was 40
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billion dollars and by helping to increase exports and by helping to
stabilize the economic situation it has contributed to the increase up
to the present figure of 70 billion dollars. That enables your fish
people--who, by the way, have increased their production from 13
or 14 million dollar up to 20 million, perhaps-tbat enables them- to
produce immeasurably more and to get good prices for it. This is the
broader aspect.

Senator Lor.i;E. In other words, is it true that even though the
imports of foreign fish have increased, the sales of American fish have
increased more?

Secretary HuLL. As I say, I can take the details here and run
them down. There may be temporary readjustments necessary in
soein cases, and there is the short-sighted course that we pursued
for 10 years until we went over the Niaa ra economically. The
short-sighted view that every person should come to Waslington
and take a steam shovel and just scoop on any amount of tariff lie
wanted, practically. That is fine, but it does not work out just that
Way.

Senator LODGE. I do not think I made myself clear. I am not
contending anything; I am simply trying to find out whether you
think fisheries have been helped, and if so how?

Secretary Huii,, That is what I am undertaking to say.
SenatorLonoE. Excuse me.
Secretary HULL. In the firSt place, under the combined policies of

which this is a part our purchasing power has been built up in this
country and the fisherman gets his increased share of an increased
purchasing power instead of having it decline and decline. Tiis
program combines both short and long run advantages, and, taking
then together, there is no question but that as the country comes
back, as it is coming back in purchasing power to such an enormous
extent, his markets increase, his pnces icrease, and he has a chance
as lie is doing,- vastly to increase his earnings. Now, if anything goes
wrong, Senator, if we find from this combined viewpoint that there
is any serious injury or any material injury, nobody will be quicker
than myself to take steps to deal with it. That is a part of our
programs. Nobody is more concerned in the promotion of the well-
being of every citizen in the country, without any thought of--

Senator LoDGE (interpoing). I know that.
Secretary HULL. That is why we hook out for any abnormal

imports. L think you will lhiLd that with our 6 years' work there has
been a minimum of sustained complaints by anybody. We are
watching this and other cases from day to day.

Senator IODoE. Would it be fair to say, to paraphrase what you
said there and suinmnarize it, that you contend that if the fisherman
has not been benefited so far, he soon will be, is that right?

Secretary HULL. My contention is that lie is in a much better
position for his future then lie would be if we went back to the Smoot-
Hawley tariff policy that sent him out of business almost entirely.

Senator LoDokE. 'But you do not contend that as of today, just
stopping it right, now, thiat as of today lie is better off?

Secretary HUwL. Well, if I were looking at it strictly from the
hiterests of the fisherman, as you are, I know-

Senator LoDoa (interposing). I try to consider the whole country.
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Secretary Humi. I would want to put it, frankly, on a little broader
basis than that, because that is what is the matter with the country
now. Every follow has been putting his own ideas and his own
interests on the most narrow, short-sighted basis.

Senator LODo. I think my view of this matter is just as broad-
it may not be as intelligent as yours, Mr. Secretary, but I think my
Americanism is as good as yours, and I do not speak especially for the
fishermen.

Secretary HULL. Even assuming it may be better-
Senator LODGE (interposing). I want to take a national view of it

as much as you do.
Secretary HuLL. I was not trying to raise any personal question

with you.
Senator LODO, I thought you did.
Secretary IIULI. Not at all. If I may add this, Mr. Chairman:

A farm leader came in from out in the Corn Belt and said that 12
million bushels of corn were coming in andl he said:

We want it stopped. It is coming In from the Argentine. That corn comes
right up the Mississippi and flaunts itself in our face and they are about to sell it
and it causes a fluctuation downward, a fraction of a cent or more sometimes In
corn In the Chicago market.

He said lie wanted it stopped right now. I said, "I will agree with
you that 12 million bushels came in during a 7- or 8-year period."
Said, "We can stop it, and there is nothing easier than that, and that
is what I could say to a fisherman." "But," I said, "you must see
the long view instead of the short view. The long view is that if you
had stopped this 12 million bushels of corn from coming in, you
would have stopped from being exported 369 million bushels of
American corn and 1,900 millionbushels of corn in the form of meat
that is exported." "Now," I said, "you cannot export without import-
ing, although, of course, I don't stand for anything below what we call
a thorough safeguarding of our producers under this trade.agreement
policy."

Senator LODGE. Well, admitting, Mr. Secretary, for the sake of
argument, that the business prospects are better, the fact is that unless
you are a very rich man you cannot live from prospects. You have
got to live today and feed your children today.

Secretary HULL. In other words, Senator, somebody came in the
office the other (lay and said, "Let us drop this trade-agreement pro-
gram until conditions get normal." I said, "We will all be bankrupt
again." I said, "The purpose of this program is to got us back to
normal. "

Senator LODGE. Thank you very much.
The CHAIRMAN. Let me ask you in that connection, Mr. Secretary:

There has been some discussion about this fish industry of Now
England. Is a large part of it due to some interpretation of the law
made within the Treasuy Department?

Senator LODGE. That is the General Seafoods Corporation whereby
these fish are imported into the United States as though they were the
property of an American corporation, although one of the agreements
that exists with the people in Newfoundland is that no American citi-
zens can be employed. That has been called to your attention, I
believe, hasn't it, Mr. Secretary?
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Secretary HULL. Yes. That is a ruling of the Treasury with which
we had nothing whatever to do.

Senator LODGE. I am glad you did not.
The CHAIRMAN. That had nothing to do with the reciprocal trade

agreements?
S.oretary HULL. It has not. Everything, Mr. Chairman, gets

confused with this program.
Senator LODGE. All I am trying to find out, and I am not trying to

be at all captious about it--
Secretary HULL (interposing). Senator, I did not intend that for

your benefit.
Senator LODGE. But I would like to have sone facts furnished at

our convenience showing how the fisherman is better off, because
e does not think he is, and you think he is? and I wovld like to have

sonic arguments to show him as to why he is better off.
Secretary HULL. Well, I think you can start with an increase of

national income from 40 billion up to 70 billion, and that he will get
his share of it.

Senator LODGE. People will eat more fish?
Secretary HULL. lie will get his increased share of that, and he will

get his share of the increase in purchasing power of the Nation right
along, just as every other industry. As I say in all earnestness, we
have not had over four or five sustained complaints over oll of our
work, and we are watching each one of them with the utmost care
and solicitude, and I hope that we are just as much interested in the
fish situation as most people in the country, and we will be giving it
attention in every phase and development as we go along.

The CHAIRMAN. Is there some other question? Senator Brown?
Senator BROWN. No.
Senator JOHNSON. My question is also seeking light. You spoke

several times during your testimony, Mr. Secretary, of the abandon-
ment of a policy. My understanding is that the abandonment
of the policy is not before the Congress, but merely the exten-
sion of the program, that is, that these 22 agreements which have been
entered into will continue regardless of what action the Congress may
take with reference to the natter that is before then at the present
time. So we are not abandoning anything; we are simply taking the
effects already produced with a postponement of the program.

Secretary HULL. As I said in my manuscript here, if I may repeat,
I don't know anything that would be much more certain than that
a definite impression and understanding ivould go out over this
country and over all the other nations that we are no longer looking
for a prograii that is sound and is still kept alive, but that the whole
thinghad been abandoned permanently.

Senator JOHNSON. But none of the 22 agreements would be
terminated by this action of the Congress.

Secretary HULL, Well, of course, that is another phase but as I
also say in my manuscript, if we are going to safeguard and facilitate
fair operations amidst these increasing war restrictions and other
abnormal developments, nothing is more important than to have
some governmental agency to do that, and this is the only one that
can be effective and is equipped with all of the information that is
necessary to safeguard our interests and to develop them and to be
prepared, when peace comes, to undertake the broadest possible
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efforts to carry this program forward and to induce other nations to
do so.

Senator JoimsoN. Can you tell me just how these 22 existing trade
agreements may be terminated?

Secretary Huii., After the initial terms, in no case longer than 3
years, the agreements are generally terminable on 6 months' notice.

Senator JOHNSON. What agency of our Government would determine
thnt matter?

Secretary HuLL. Of course, the President would determine it tinder
his dtuty and responsibility to conduct our foreign affairs in that
resj) et'.,Senator WALSH. How many countries are we now negotiating

treaties' with that are incomplete?
Secretary, Ht,. At, this time we have negotiations under way only

with Chile'and Belgium. The negotiations with Argentina and Uru-
guay were terminated by mutual consent through inability to agree.

SJ1etor W~ALAs. Is tiat because of the war or are we awaiting
definite action to be taken on this resolution?

Secretary HULL. Oh no; it was on account of our policies not. fitting
into each other. In other words, we have a defitiite policy to safe-
guard every commodity that might be discussed during the negotia-
tions of a trade agreement, and that policy apl)lies to every negotiation.
If another country wants us to make concessions greater than that,
we back off and that is the end of it.

Senator WAmSH. Well, there are other opportunities with other
countries to negotiate an(l make trade agreements? You have not
completed the work with these 22 treaties?

Secretary HULL. As conditions were, we had progressed with the
work to an important extent. We do not know what condition the
war may leave the general situation in. Of course the big problem
will be to urge other nations not to follow the leadership of the an-
tarchic countries and go down the gulch of totalitarianism, econoni-
cally speaking. That is the first problem, to prevail on other nations
to adhere to the liberal commercial policy that is embodied in tis
program. As to what opportunities there will be to make trade
agreements by mutual reduction of the more. extreme trade restric-
tiomis, that is not really possible to forecast., but at any rate my view
is that unless we steadily l)ursuo and keep alive this oily program for
reconstruction, the whole situation will collapse.

Senator WALSH. When does the first trade agreement expire?
Secretary HULL. They continue indefinitely until notice is given

by one country or the other to abandon tihem.
Senator WALSH. There is no limitation upon any of them?
Secretary HuLL. No; except that the original term in all cases is

not longer than 3 years.
Senator WALSH. So that your service and your work of your

Department requires you to he on the alert to prepare for a notice
of revocation at any time by you or by the other country?

Secretary HULL. Yes. We seek to follow every commodity in the
light of the international economic condition.

Senator WALSH. So that modifications or changes may be indicated
especially in the warring condition of the world?

Secretary HULL. Yes.
Senator WALSH. And in the existing treaties?



ItECIPROCAL TRAI)E AGREEMENTS ACT 35

Secretary HULL. Yes; I think we gave notice to Switzerland 2 or
3 (lays ago about one commodity, just as we took action on the fox fur
situation. We only have four or five sustained complaints and we are
giving them all close attention from week to week.

Senator CLARK. Well, Mr. Secretary, if we would permit this act to
lspse and the general authority for negotiating these trade agreements
to lapse, and it were found necessary in the changed condition which
might exist in the world at the conclusion of this war, like a general
recasting of the trade agreements and the act had lapsed, you would
,tot have any power to do that, would you?

Secretary HULL. No; we would riot have any commercial policy
except the ol unilateral tariff.

Senator CbARK. And you would not have any authority.to go and
recast the whole trade agreement structure to meet changed conditions
at. the eniii of the war?

Secretary HuT,. That, is true.
Senator CLARK. It is true, is it riot, Mr. Secretary, that some of

these other nations, including perhaps the totalitarian powers, at the
present time are negotiating or trying to negotiate trade agreements
either with nations that we do not at present have trade agreements
with, in an effort to get them to change their decision and made a trade
agreement with them?

Secretary HULL. That is entirely true, and Senator Walsh's ques-
tion emphasized what I had in mind along with what you say. The
world today, so far as production and distribution of the necessities
of life, as well as the semiluxuries, outside of a few localities, is in an
increasingly destitute situation, and every nation is grabbing in any
fashion for any little trade advantage or any little short cut to some-
thing in the way of help for its destitute situation, and it is a grabbing
situation that will get utterly out of control. Then the dictators
come along and proceed to organize them.

Senator CLARK. If we were to let these treaties lapse and go and
stand in the corner and suck our thumbs, we would be perfectly help-
less to protect ourselves against these negotiations between other
cotintrie~q, would we not?

Secretary HULL. The other countries would walk off with it. They
would organize the trade of the world and leave us high and dry.

Senator JOHNSON. Mr. Secretary, along that line, under the existing
trade agreements with other nations, does not the President have the
power to cancel them item by item? Does lie have to cancel the
whole treaty?

Secretary HULL, The whole agreement.
Senator JOHNSON. He cancels the agreement in its entirety?
Secretary HULL. Yes.
Senator JOHNSON. If lie does anything?
Secretary HULL. Of course, we have what we call safe-guarding

clauses relating, for example , to changes in exchange value that might
seriously affect imports into this country. We have some safeguarding
clauses that apply if imports under a concession become materially
hurtful. That applies in the oil situation.

Senator JOHNSON. The point I was bringing up is that if we have
an agreement with Venezuela, for instance, wold the whole agreement
have to be canceled or a part of th6 agreement?
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Secretary HULL. The escape clause could be invoked,
Senator'JoHNsoN". By the President?
Secretary HULL, Yes.
Senator JolINSON. The whole agreement?
Secretary HULL. We could only terminate, the whole agreement

according 'to the terms of the agreement; we could, however, take
individual action under the escape clause in a])propriate circumstances.
We get the best terms we can, Senator, and that is about nil we can do,
I spent 3 years in negotiating the trade agreement with Great Britisn,
because sie was standing out for all of that great sky-scraping wall of
Enipire preference that shut out so many four things. There is no
way that I could get on with that without spending 3 solid years of
terrific effort to get their market reopened, and, unfortunately, as we
got then reopened the war came on, and that has brought about a
suspension of some of tte benefits until the )car ends.

Senator CAPPER. Mr. Secretary, I come from a great wheat-pro-
ducing State, which produces more wheat than any other State.
They are suffering and have been for several years from the problem
of a surplus.

Secretary HULL. Yes.
Senator CAPPER. In times past, years past, they found a pretty

good market in Europe for that surplus, but they don't find that
market now. I have had in the last 5 or 6 weeks appeals from 22
farm groups in Kansas, made up largely of wheat growers, asking me
to oppose the reenactment of this Reciprocal Trade Agreement Act.
They believe it has not helped them and they don't want it any longer.
What can I tell those people? I am in the same position as Senator
Lodge here. I would like to give my folks the information and the
facts as to what these trade a reements have done as negotiated by
your Department, which will benefit directly the wheat growers of
our country who are suffering from the surplus problem, and have
been in the past.

Secretary HULL. I want to say, Senator, there is nothing that I am
more anxious about than to work a hundred percent with every Senator
on this terrific problem. It is coming home to all of us more seriously
il every way than we dreamed of-the repercussions of this world
situation, as" the war goes on. This is one of the temporary thhigs
that we have been talg about. But here is the mnessago that I
would be glad if you would send to tile wheat farmers of Kansas.
Whon the delegates of the British Empire convened at the Ottawa
conference in 1932, they were in a very bitter state of mind against
us. Up to that time, our wheat was allowed to come into the great
British market on an equality with wLiat from Canada and the other
countries of the British Empire. The Ottawa conference said, "We
will put a 6-cents-a-bushel differential or discrimination on American
wheat, so that it will have to pay 6 cents above Canada and these
other countries of the Empire to get into the British market." After
long and earliest effort, we got that 6 cents removed through the trade
agreement with Great Britain, and have gotten tile wheat farmers of
Kansas back hito the greatest market in the world on an equality
with Canada and the countries in the British Empire. It is not the
fault of you or me or anybody in this country that the war situation
which developed in Europe has diverted the purchasing power front
wheat, lard, and other products, as it normally existed, and put it
into armaments,
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Senator CAPPERn. But iii years past, that war situation developed a
great market for this surplus wheat of ours.

Secretary IIUL. Of course, it is like the fluctuations that occur in
crops all over the world. Some years, as in 1935 and 1937, we had
the imports caused by drought of a lot of foodstuffs and quite a little
wheat and corn, but ordinarily we export large quantities of them.
lAst year-I think it was last year, but maybe it was 1938-they had
a short corn crop in the Argentine, which is relatively the chief ex-
porter of corn outside of ourselves, The result was that we exported
ihnost 150,000,000 bushels of corn, in 1938 I think it was. Those
things fluctuate with regard to wheat and other things, and some-
times we can export more, as you know better than I do, and some-
times less, from the stand point of changes in crop conditions, but in
the instant case we have added to that the fact that not only in Great
Britain, but all over Europe where they have been accustomed to
buying our foodstuffs and raw materials in normal quantities, the
preparations for the war and then the war itself has sapped most of
the purchasing power for our products. That is one trouble.

The CHAIRMAN. Mr. Secretary, is it not true that in the great
World War, that this country had embarked upon a large lending
plan to Great Britain and some of the other countries, and that
helped also to take a lot of our surplus?

Secretary HULL. Oh, yes; we loaned eight or nine billion dollars
just to pay for our exports. We have shut that off, as you know, and
that is a tremendous factor in the situation.

Senator CLARK. Mr. Secretary it is also true, is it not, that in 1932
under the Snioot-HIawley tariff bill, that the tariff was on it and wheat
was 42 centa a bushel, and that wheat sold down on the farm in western
Kansas to 23 cents. The wheat farmer is certainly a great deal
better off than lie was then.

Secretary HULL. I did not want to remind the wheat farmer of that
unpleasant history.

Senator CLARK. I certainly don't want to be unpleasant to my col-
league.

The CHAIMAN. What, is the price of wheat now?
Senator CAPPER. Well, it is a good price now.
The CHAIRMAN. It is $1.02% now, I understand,
Secretary HULL. In Chicago.
The CJIAInMAN. Is it $1.02%, about?
Senator CAPPER. About that; yes.
Senator LA FOLLETTE. Mr. Secretary, if you have not already done

so in your testimony or that of y,,our associates in the House committee,
could you furnish the committee with a statement regarding the
effect of the war on the agreements which have already been nego-
tiated?

Secretary HULL. Yes; we can give you that, in a general way. It
changes, you know, from lay to (lay.

Senator LA FOLLETTE. I realize that, What I have particularly in
mind-I gathered from your statements and responses to questions
that to some extent, at least, the advantages which you list as having
been obtained by the United States in negotiating these agreements,
have to some extent been abrogated by the war.

Secretary Hum. Unquestionably.
Senator LA FOLLETTE. And I would like to have that, if you will

furnish it for the record, for each and every specific agreement that has
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been adversely affected from your standpoint and the standpiont of
the country, as you view it, as a result of the war.

Secretary l-hu,. Yes, sir.
(The information referred to follows:)

THE EFFECTS OF WAR ON THE OPERATION OF TRADE AotGEEMENT8

The United States has trade agreements with three belligerent
countries, the United Kingdom, Canada, and France.

Since the: beginning of the war, these countries have adopted a
number of measures which have had an influence upon the character
of their purchases in the United States. Some of our important
exports have been stimulated as the result; other have been affected
adversely. All told, our exports to these countries have shown a
tendency to increase.

Ti most recent available complete export figures relate to the
first 4 months of the European war, September to December 1939.
During that period our exports to the belligerent allied countries
(Canada, the United Kingdom, and France) totaled $478,500,000, as
compared with $390,700,000 in the same period of 1938. More
detailed figures will be found in table 1.

Preliminary figures of exports to some of the principal countries
are available for January 1940. Exports to the three belligerents
with which trade agreements are in effect, during the first 5 months
of hostilities and comparable previous periods are indicated below,
in millions of dollars:

I19 1teJmR- icjteziib - lic mkrgto n.

uary 1038 uary 1393 uary I90

Canada . ............................................ ...... 201 170 249
United Kingdon ......................................... 316 29I 262
France ................................................ li tO "l

Total .................. -........................ 300 460 2

Figures relating to our exports to European countries during the
first 4 months of the European war are shown in table 2. It will be
seen that in the 4-month period from September through December
1939, total United States exports to Europe were valued at $512,-
800,000 as compared with $463,200,000 during the same months of
1938. Our exports to the European countries with which agreements
were in effect (United Kingdoni, Belgium, France, the Netherlands,
Sweden, Switzerland, and F"inland) totaled $394,400,000 during the
last 4 months of 1939 and $330,600,000 during tile same months of
1938. Exports to other European countries totaled $118,500,000 for
this period of 1939 and $132,600,000 for 1938.

Although our exports to Europe, and in particular to those European
countries with which trade agreements are in effect, have, during the
first 4 months of the war, maintained or exceeded the level of exports
during the same months of 1938, the composition of the trade has
changed. The decline in exports to the allied countries of various
products normally entering has been balanced by increases in exports
of commodities more useful in war. The composition of exports to
European neutrals has also changed; these countries are replacing
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some imports which they are no longer able to obtain in Europe by
purchases from the United States.

While the British and the French Governments have markedly
expanded their purchases in the United States of certain commodities
deemed essential for war needs, they have also by means of various
wartime controls, curtailed or eliminated their imports of other com-
modities, considered as nonessential. Moreover, because of the
exigencies of their financial position and with the view to conserving
their dollar exchange resources, they have sought to obtain as large a
proportion as possible of their importAs from British and French Empire
Sources.

The wartime import controls have, naturally, affected sone of the
comnnodities covered in our trade agreemnts. The agreements
themselves contain a special provision which permits either party
to the agreement to adopt, wlile engaged in hostilities, emergency
measures which would not be permitted by the agreement in normal
times. Nevertheless, every measure taken by the foreign governments
concerned is being carefully scrutinized with a view to possible miti-
gation of the action taken.

The principal control measures taken by the three belligerent
governments, as well as the agreements recently negotiated by them
with other countries, are described below.

CONTROL MEASURES OF THE BELLIGERENT COUNTRIES WHICH AFFECT
THE EXPORT TRADE OF THE UNITED STATES

Britsh import controls.-There are two principal methods employ ed
by the British government to regulate imports, namely, the Board of
Trade import licenses and the "commodity controls."

As regards import licenses, there is a comprehensive list of articles
which may not be imported into the United Kingdom without licenses.
For a number of these articles the Board of Trade has announced
that no licenses will be issued until further notice. In some other
cases licenses are being issued only for imports from British Empire
sUr.Ps.
I mnports of products subject to commodity controls are regulated
by various methods. In some cases import Permits issued by- the
Ministry of Food are required, while in other cases special control
authorities have been established with powers equivalent to those of
an import monopoly. There are also cases in which indirect methods
of control are employed, such as the setting of maximum prices at
low levels which prec ude imports from certain countries.

The Ministry of Food, which has general supervision over com-
modity controls affecting foodstuffs, possesses very broad and flexible
powers for regulating imports and domestic trade. Broadly speaking,
Its functions are: (1) The acquisition of food supplies from abroad;
(2) the imposition of price-control measures; (3) control over domestic
stocks of important foodstuffs; and (4) the organization of distribution,
including the rationing of consumers.

The trade in a number of staple products other than foodstuffs is
subject to commodity controls which operate under the supervision
of other Government agencies. In some cases, import regulation is
effected through joint operation of the Board of Trade licenses and
t, e commodity-controls system.
., At the preoiit time British imports of American tobacco, apples,
ad a number of other agricultural, as well as nonagricultural prod-
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ucts are prohibited, while the British regulations also limit the amount
of trade in a number of other commodities. With respect to till these
products, negotiations are in progress with the British Government,
looking toward the most satisfactory possible adjustment of the
questions involved.

French im port controls-A general prohibition of imports into
France was established by the ji rench Government by decree of Sep-
tember 1, 1939. Its purpose is to limit French purchases to products
vital for the prosecution of war. By its terms no product other than
gold may he imported except by a specifically granted exception to the
general prohibition. Such exceptions are granted generally to prod-
uets which fit in with the national-defense requirements. Tihe avail.
able information does not indicate that actual curtailment of imports
has yet been applied to many commodities.

The principal products on which import difficulties have been
reported are fresh fruits, and radio and electrical apparatus. Importa-
tion of applies and pears does not appear to have been authorized
dtiring recent months. The last, report on the subject received indi-
cated that American apples and pears would not be needed before
the middle or end of the first quarter of 1940 and that importation at
that time would be permitted only if considered necessary by the Gov-
ermnent.

Reports also indicate that, importation of citrus fruits, cash regis.
ters, spark plugs, fountain pens, dried prunes, insulating boards, type-
writers, domestic refrigerators, passenger automobiles and passenger
chassis, pharmaceutical preparations, molasses, and lubricating oil
have been prohibited or curtailed.

Negotiations are now in progress with the French Gov rnniut with
a view to alleviating the effects of these controls.

Canadian imnort cootrol.--Alithough the Canadian Government has
imflposed control over imports, exports, andi all transactions in foreign
exchange, no restrictions are actually being placed upon the normal
flow of trade between Canada and the United States, although ti
Canadian Government has imposed a quota oii fresh pork, which is
discuss"d below. Licenses for iml)orts are being granted freely and
promptly to regular importers from the United States, and when i-
porters present documentary evidence of the completion of such
import tiansactions, permits for the transfer of exchange ill payllienit
of such imports are being granted at the prescribed rates of exchange.

Or, February 26, the Canadian Government limited imports of
fresh pork from the United States to 1,626,769 pounds monthly.
This quantity is equivalent to the average monthly imports from the
United States during the first 9 months of 1039. ' The quota, on an
annual basis, amounts to approximately 19,200,000 pounds, which
contrasts with 320,000 pounds imported from the United States in
1938, the year prior to the operation of the present trade agreement
with Canada.

WARTIME TRADE AGREEMENTS OF TIlE BELLIGERENTS

British wartime trade agrenicents.-Accord ng to the latest informa-
tion, the Un ted Kingdom has conceded wartime trade agreements
with France, Belgium, Swdeen, Norway, Turkey, and Greece.' While
the full tnirin of these agreements have not been miade public, qnd it
is not possible to tell how comprehensive they are, nevertheless it is
known that in the main they are short-tern war-trade agreements
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which would automatically go out of existence with the cessation of
hostilities.

It is the announced intention of the British Government to ret urn,
at the end of the war, to the liberal, commercial policy embodied in
the Anglo-American trade agreement. Tie British Prime Minister,
in a speech on January 31, 1940, Inade the following statements:

We made an agreement with the United States a little over a year ago which,
as we thought at the time, pointed the way to )better things ill international trade.
It Was the veLry negation of that tot,-prevalent system of hilateralismn, of exclusive
advantages, of discrimination carried to a pitch which clogs the wheels of com-
merce, and which promotes iil feeling among the nations. It was based upon the
principle of the out-favored nation, the principle which, in our view, in normal
times, is the hest way of promoting international trade. And we mean when
this way is s uccssfiliv% condohted to ret urn to that ideal.

We recognize that for the full development of international trade it must flow
along multilateral channels, and that we must put an end to that vicious policy of
c onomic nationalisn ai autarchy which did so much to upset the last great
pence settlement.

One of our foremost aims of the future will be the restoration of international
trade, which seems to us to present the hest opportunity for restoring in turn the
standard of living and the consuming power of the nations. I'lhat is a policy
which we have in mind when the time comes to turn once more frcun war to peace.

French wartime trade agreenents.--The only trade agreements made
by France with other countries since the beginning of the war other
tian agreements relating to contraband control and transit trade are
those with the United Kingdom, Turkey, Spain, and Yugoslavia.
The Turkish agreement, which was made by Turkey with the United
Kingdom and France jointly, is mentioned above. There has been
no indication so far of its adversely affecting American exports of
tobacco to France. The French Government has given assurance
that it will purchase this season in the United States the usual amount
of tobacco which it has guaranteed to )urchase under the trade
agreement with us. A clearing agreement between France and Spain,
providing for exchange of stipulated quantities of certain commodities,
was signed January 18, 1940. It will expire at the end of 1940.
American export interests appear to be very little affected by it.
France has recently concluded a trade agreement and a payments
agreement with Yugoslavia, both of them effective January 1, 1940.
Theso instruments, which have not yet been officially published, are
reported to have been prepared with a view to adapting trade relations
between France and Yugoslavia to present war conditions and are
expected considerably to stimulate trade between the two countries.
An increase in French imports from Yugoslavia is anticipated, par-
ticularly in the case of such products as meat, lumber, tobacco,
mineral ores, and hemp. Information as to the duration of these
agreements, is not available.

The foregoing is a statement of the salient facts that have developed
thus far. With regard to the pertinence of these facts as bearing ulpon
the operation of tile trade-agreements program, the followhig com-
ments are in order:

1. Mention has already been made of a special provision in ex-
isting trade agreenwnts which permits either party to tie agreement to
alopt., while engaged in hostilities, emergency ineasures which would
not be pornitted by the agreement in normal times. Upon the
ce.ssatio of hostilities, these specill provisions will automatically
cease to al)ply, the agreemeits will immediately resume their full
effect, and require immediate revocation of any such war emergency
measures.
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2. The mutltinly advantagols chlracter of tho existing trade agree-
lloents Iletwet'll the Uited Stltes and the collntries conceod is the
priticipal factor tending to facilitate it satisfactory otitcome of the
oaforts in which this Oovormnimt is now actively engaged toward
securilng inimediate alleviation (if certain of the wtir controls i1 they
affect Amoricat trade.

3. It is not. Iilikely that it will ha necessary, in order to protect
American interests, to adjust the existing agroononts in the light of
changed conditions at the termination ofhostilities or posgibly earliel..

The authority under the Trade Agreemonts Act provides the neces-
sary n,oans of l)roml)t and effective action for this l)url)ose.
TABLF I.--!Unied Sntes trade, and trade wilh United Ktmgdom, France, and

Ca nata, Stptitmbt t- Dec mtbe, 937, 1938, and 1939

Iln tm11ion1 or dollars]

b " 3 te m b e r . . . . . . . . . . .etober .r.... .....

November ..........
Iecember .............

4 nonlths' oal .

1eIflllehr .o~l .

,Nvem be r.....

October.

4 ixonthlo lol x

Pptvinhe r ..........
lcebe ............
Smon'er ....

D~ecember...

4 months' a .

United Slates
total Irate

246.11
332 7
314.7
323.4

211,3
277.7
2!2.4

288.6
332. 02. 6

28 .0-

l1n.
ports

233 '1
224'.3
223.1208.8

01t. ,I171.3

215. If

24a 9

Trade with
U111ted Trado wilh Trade with 'rnde wllh

Kiledom, the I Ited France
Fmnve, and Kingdom "anadt

Canada I

En- fin1. HEn- Ix. En- Im. xn- Imo
port s port a ports sports Ml Porte PoS potS 111811

1 23. 113. 9 '860. 7 14,8K 17.6 1111 453 33,6
134.0 *52 M1. 4 18,0 M1.1 7.11 M 107 32 1
1151 43.4 84.7 12.2 17.11 0.1 32.11 231'

49311 204.2 2,M38 61.3 118. 26.3 1731 1111.1

W1. 1 30,3 MI. 7 10.4 11.2 1.4 383.2 2.
110.3 45.1 P 15611 1 13.8M 12.3 3.11 4 1.1 2W.3
m1.N 43.3 4.3.2 1!311 134 S 52 38'. '4 2.1
Sit 41.3 47.1 12.2 11.2 ,1 V 2.

31811,7 101.s 1117. 1 491 48.11 22.1 145 1 04i,

124.11 411,0 003 11,0 12 1 3 9 53.2 31
127.2 W51 112.11 14.11 12.6 3.0 111.7 3251
0.1m1 '. 9 118 1.5 13.2 1.3 31.3 34.4
1,0 9 113.0 00.4 11.7 30. 6 2 43.9 32.11

4785.1 20M.4 11.1.1 34.11 74.5 18.11h 2091,1 1328A

Sour: Rteeords of the U, 11. Department o4 Commerce.

TABLE 2.--United States export to Europe, and to E~uropean trade-agreement
countries, during the first 4 months of the European tear and previolut comparable
periods

Unltel states exports

Total, all European countries ...................

To rlde-agrwment vunires:
l glgtw. ..................... ............. .......

Francoe ...................
Netherlands .........................
8woeen ................................
gwItterhard .......... ........ ......................
UntMd Kingdonm ................................
F nlld .......... . ...... .........

Total: Th eoun urle ----------------.
To other European ountnrm r.............

Septemhr to D)ecember-

1937 1938 11939

5, 44 1. 000 $4453,1 9(,3 $512,841, (0

% 71,11000 23, 901,m 21,71 1,000
0, 0Q2, 000 48, 11,00o 74,320, 000
36,818. 0002.5302,OO0

3,291,000
2,,3, 300)

5,423.000

429.998,000
15m, W5, 000

21, M35000
24, M181 000
4,381,000

194, "8, 000

330, 1,000
132, .11.00

42.378,000
45, 701. 000
11, 167, 1010

194, 159,181
4,919, 00

394, 3. O0
118,431.060

?
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S-elator LA FOI,,ETTE. Also, can you say from any information
which you have as to wlhetlriv or not these moves ill thie direction of
totalittiriaiism in reference to economic policy as distinguished froni
other policy in relation to the war, provide, insofar as you know, for
the duration of the war, or is there a temcl'y for them to be extended
for i l)eriod beyond the ul 1110ation of the war?

Secretary lui,. That is another reason why this program is so im-
portiat. In the rapid-fire issuice of restrictions here and you, to-
dIy, tonight, anld tomorrow, in lonildoi, Paris, or Ottawa, we don't
know just how miuch of theim may remain after tile war to our injury,

i1md we are trying to follow each one of those cases a ad s1feguar our
interests.

Senator LA FOi,I'TTE,. I uIldeStiiil that, but what 1 am desirous
of ascertaining, if you have the information, is where these agreements
which have been niade as a sup)plenientary economic. armanment flowing
from the participation of these nations ii the actual warfare, whether
or not you have any information on those specific agreements as to
whether or not they are being drawn for the duration of the war or
whether sonm of tien or all of them, as the case may be, contain
provisions for their extension beyond the termination of hostilities,

Secretary HULL. I will be glad to give-you what we have up to date.
As I say, it is changing from day to (lay, and I want to ad((l again that
in my opinion there will be numerous. instances. where these, war
restrictions and war arrangements among the belligerents especially,
or between them and neutrals, will contain things that will hurt us
afterward, and that is why we want to keel) rig It after it as best
we call,

Senator LA FOLLETTE. I believe I made myself clear, but the thing
that I am particularly anxious to ascertain insofar as you have the
information is whether or not these belligerent mntins are providing
that--in these agreements which they are now making, and the re-
strictions and other activities which you characterize as being econ-
onic armament, whether they have the tendency, and whether the
tendency for them is to )rovilde in those agreements for their being
terminated with the termination of hostilities and the coming of pea e,
or whether the tendency is to provide for their continuance for a
definite and stated period of time beyond the negotiation of peace.

Secretary HULL. I think I finally un(lerstanl you. I beg your
pardon for my denseness in this respect. I have had no intimation
from any government that is a party to any of our 22 agreements
that they plan to abrogate trade agreements with us or to modify
them materially, except for the actual period of the war and the war
condition. They have, on the contrary, so far as I have heard,
indicated their purpose to resume the fullest observance of the agree-
ments, and in some instances I think you will find that the biggest
commercial nations are more and more proclaiming their purpose to
get back to the precise formula that is embodied in our trade program.

Senator LA IiOLLE'I'TE. All that I was trying to ascertain was--I
assumed, of cou1e, that you tire apprised of these actions when they
are taken?

Secretary HULL. Yes.
Senator LA FOLLETTE. And I assue that they have certain ter-

mination dates in them?
Secretary HULL. Precisely.

2151 T 1-40- -4



Senator IAM '~dErE 1%lit I wotild like to wsevvirti is, ill so far -as
tin ltopart' men t, ha11 inlformahton, which of t ho agreernken ts have beenl
mado for the (1 urat ion of (it wI vil,, mill it list, of t hoSe, if anty, whielh
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S coe arv ii rir . I will give voul whait we tinye oll d imt
SenatIor G i oimi,:. Within rt-pee t. to 101111eo (('0 I S'rel,'e uiV, You will

renienibo1br thero wos somle stateinit. niare by 1tn lBnt isli (ovor-
ti11001. 1111to fiv vh would (tiscolitilitie the Ill Ichllt of lte-vkured Itlf
tolOIOo %%,'lielt isi giowN%,,ill tile IT II it ccl S(Itatq',

Seceii.' Nuy Hum'. We have (111t[ tit fold are keeping iijt onl it, 1u1tiost,
i'verv (lAv.

Svtiat, or (1 ~olmo , Is it, tin', inforomat ion of thle Sth ate pa rtlilm)n
if You 111n) b h il to sti te it 110w, t hat thlitt 11 gn'Tilit onl the
part, of t1ine British (lov'errninvnii is t temporary and1( made during t ho
period of tlho wnr?

Secretary IhulA,, That. would only ho temnporarvy, but y~ou remind
me0, Senlato~r, of it very ill1iltiant pj~ls in t I I aytot, Inu1ve tpl
mized to You heretofore, 'his was oine of the uinfortunate actions- of
the Ottawva Conference oif tite- British Emrpire. We had il a Inrvlmt1i
market. there, in lAtndonl, unrestricted, and the Britiqlh 0overnmlint,
Oreat Britain, not only shut off olii' tolmemo to the extent of two
shillings prefe'rence for South Africa noid other'I coun ties, lbut it e-
teroll into at 1 0-year agri'('ili'iit with SouthI Afrieal to let. her' fuishilq
tip' bulk of it. 'So we got, Great Britain- atnd that \\-is onev of the0
three or four things thiat held it ) om- flgnenheo it for a your. or 01011, -
we got. Groant. Britain to agree t11101 in 19)42 when ltat 101-year period
coies she will tit(hn reopenoi IegotlOititois witli us on tile' trofleeo Sitjlil-
tion. In the( mlitinie we are sling what wo vim ( the Ire mideor th is
kind of a siton tiotri.

Skmnator 0:OFO FL, I 1RiVIneStAiid t lii I
Senator LA. F'o;l.ETr1F AS I uilorStitild it, that ill julSt fill eX1tiapin

which I liR~'o iln mind,(1 As I untder'stanld it, s0ome agreement was"
m1a(d1 by Great. Britn01 in w i Tur'key to Ilurcliase tobaiieo from Turkeyv?

Secretary IuI. YVS.
Senator'1,.% 1FoT,L.TTE. In lionl of titho tobacco piirehinsid from this

c-ountry. Now, what I desire to know ia, if, te(; leptirtniert, has the
information, is that agreement, with TPurkey for the( duration of tile
war or (lops it ruin b('vond that?

Se(retairy II('1.,. Tha is very pentiniit, mid we haive that whole
tobacco question Ill1) with the' 13ritishl GIoAvni'nent flow, and I could(
talk to youi more definitely about it a little Intel- on, btt I will keep inl
mlilid etpeeill -y ynnjr inqjuir'y about how long~ that arran~gemen~t Ibis.

Senator LA FOLJETTE. I (lid not 111001 it,, to juIst tobacco,httke
as., to all of these, actions" which have been takeni gince tlipe war broken
oult.

Secretary H um-. I mlderstand.
'Pile 'HIiMA.Mr. Sevnetary, while t110' question \%ais put ablouit

this whea )t, I notice thait ill tile hieniing of tile hfouse comminit tee ill
VolIumne 1, page .53, tis ilnfornlot ion appears, thlat flie value of wheat
exports incre ased from $1,.40,000H inl 1933 to countries withl whltl,
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WO iave trade iigi'(,('lefs', to $53,-9;00,000 ili 1938. Aid flat the
vlel of exIots to ciiii-triitle-iigiieneit, eOllltjes iliiliillsii from
$:3,,4000 ill 1033 to $24,200,01) ill 1938, showing tlht. tl, inereasl.
proJ)ortiiin tely is mil(h higher to Clio trade-agreeiiunt coliltries il the
VX )Oits of whiiit tlill,, ti l)h lion-frIl i(,-it 'ieiini'lt., colilln'ies.

Scetitly i , . Ill other words, I I.. (' hairanl, we suffered
tromondoisly bv 1'- itilttion, bt. in my jidgimit if we strive and are
sofficieitiy ,' iit id i pe'sictut ill ;Ilnr efforts, we cm] regain al
eQ0o0ilmoiS prlrti 1 of Ole world Crude, bit it is fiot going to j lit drop
in to our la p. It is goilig to require treiienitous flort oil oilr part.

Seniito 01 lo N.9. I WalollVr if tie tVstitIoliv thit, ttli chairlni t
hiis jtist, gi'ei Is shows thliat hwfore (lie reviiproeal truid( agree-
ierits wire eiitee(,i] iito, t I the, tir ii' ws ov('r 2 ye 's before,

a ad further that tih last figure tha t, lit hias remd, whleier or not it
Shows Chat we ie wr AYing a subsidy of 30 cet, ts a i isol to get
foreigners to boy a i r wi lt? Thirty cots4 per bushel oiit of theFederal Treastlr.

The CIIAI HMAN. Those statistics do not show that. I mn merely
reading the amotints, the increased exportations to the trade-agree-
lient Countries within that time.

Senator C'iA1. k We did not have any export subsidy on wheat
in 1938.

Senator JOHNSON, We did in 1939.
Senator ('.AiK. The chairman has given the figures for 1938.
Senator JOHNSON. I do not know if it was the calendar year, the

fiscal ye,,ir, or what year it was he read from,
The CTAIJIMAN. rhis is the calendar year, I should imagine, but

I do not know definitely.
Are there any other questions to be asked of the Secretary?
(No reaq)onse.)
Thie CHAIRMAN. Tomorrow morniiig at 10 o'clock the Secretary of

Agriculture will testify.
Wo thank you very much, Mr. Secretary, and it may be that

some member' of the committee will want you to come back before
theoso hearings are closed. If so, we will notify you.

Secretary Ium.. I appreciate the opportunity of coming over.
(Whereupon, at 12:35 p. m,, a rceeas was taken until Tuesday,

February 27, 1940, at 10 a. m,)





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

TUESDAY, FEBRUARY 27, 1940.

UNITED STATES SENATE,
(IOMMITTrEE ON FINANCE

Washington, D. C.
Tho counitteo met, pursmuat to revess, in the Fiance Committee

room at I0 a. im1., Senator Pot garrison (chairman) prosiding.
The C1IRAIAN. The committee will be li order.
Mr. Secretary, you may proceed. We bogan our hearings yesterday

with Secrotary o? State 11ull, and we wanted you to follow him by
discussing tho trade-agreements program from the Agricultural

stall point. SO you may )1oc0(1d without questions il the beginming,
and( then members will ask questions after you have completed your
statement.

STATEMENT OF HON. HENRY A, WALLACE, SECRETARY OF AGRI-
CULTURE

Secretary WALLAC,. I have a statement here that will take perhaps
20 minutes.

The CHAIRMAN. You may proceed.
Secretary WALLACE. Three years ago I appeared before your com-

mittee to urge the contimmation of the reciprocal trale-agreements
program. I am here for the same purpose today.

On my previous appearance I suggested that the trade-agreements
program and the farm programs administeded by the department t of
Agriculture are supl)lementary and that it was extremely important
from the standpoint of agriculture as well as the general welfare that
the authority to conclude reciprocal trade agreements be continued.
I believe that this is e ually important now.

Only a month ago ? appeared before the Ways and Means Com-
mittee of tlhe House of Representatives to make a statement on the
trade-agreement issue, I do not think it necessary to go into the
same detail here today but there are certain aspects of the matter
which I am glad to have the opportunity to reemphasize,

These aspects concern, first, the acttial results of the t.rade-agree-
ments program both on the export and import side from the point of
view of agriculture and, secor d, the function of tile reciprocal trade-
agreements program during the current war period and the recon-
struction era which will follow.

American agriculture is interested in foreign trade from three
major points of view. In tile first place, it depends umpon the foreign
market for the disposal of the considerable surplus of its production
over domestic requirements. Second, it is interested in that type of
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increased foreign demand for American manufactured products which
will increase pay rolls' and therefore improve tile domestic demand for
form products. Finally it is interested in obtaining at reasonable
prices the imported goods which farmers as well as other consumers
regularly purchase.

Tlhe trade-agreeineits 'program serveas the interests of agriculture
in. each of those rospo ets about as effectively 1s is possible tillndlr the
circumsan1icos Which preVail ill the world ot today. It, increases the
accessibility of foreign in arkots for oiu' farm products boti diroctly
by lowerin'g trade barriers and indirectly by enabling foreigners t
sAll us their Sl)cilties in order to obtain dollars for use in buying
our goods. It also expands exports of united States factory prod-
ucts, thus increasing industrial pay rolls and the amount spent, bv
industrial workers for food and clothing. Bly lowering our tarills
oil maliV of the products farmers buy, it, decreases farm cots, In
general,'it is designed to encourage healthv ecoiniic activity from
which all elenonts of the American conimuiity benefit,

That the foreign market for the American fariner has been expanded
over what it would have been il tle absence of the trade-agreenients
program is indicated by till available data. Exports of agricultural
products to the 16 countries with which trade igrenonts were in
effect throughout the fiscal year 1938-39 were hi percent higher
during that year than during g'the fiscal year 1935-36, when only otie
trade agreement was ill effect throughout the year. Exports of
farmproducts to all other countries declined 19 p'rcont for the sane
period. Moreover, the figures for exports to the trade-agronlent
countries include all farm products, regardless of whether they hone-
fited directly by reductions in trade barriers. Isolation of onilV those
items which did so benefit would show an even greater rolative
increase. Finally, I would like to emphasize that this is not a for-
tuitous comparison between two periods carefully selected so as to
show the trend that we are anxious to demonstrate. On the con-
trary, a similar result can be obtained by comparing any year since
the agreements have been in offset with any earlier year'for which
these data are available.

It would be impossible, of course, for this program--or any other
program that would be practical at this time-ito restore in a few
years all of the foreign market for United States farm products which
we enjoyed during tie twenties. There is no immediate alternative
to adjusting domestic production to the loss of a large part of that
market, Perhaps in a post-war world--not too far off wve all hope--
commerce among tile nations of the world will again be expanded to a
level consistent with general world prosperity, and major adjustments
of United States agricultural production will not be necessary in most
years. For tile present, however, the trade-agreements program, by
encouraging exports, is helping to keel) at a lulninui the amount of
adjustment that is called for, and this 3eenis to be more tian any other
foreign trade program promises. The alternatives currently being
proposed would be tlnost certain lo contract trade and to make tile
problem of production adjustment greater. As between a program
designed to unshackle and expand trade, ol the one hand, and any
program which would restrict or canalize trade, on the other, the
intelligent choice for American agriculture obviously is to support a
program to expand trado.
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Many observers, under the influence of misleading information,
have felt that the protection of Aeloricln agriculture from coIllpetitive
farm iliports is also a major problem of the American farmer. If
such imports were indeed an important, threat, I would agree with
tlCt point of view. As a matter of fact, however, this is a bugaboo
invoked h)y in(lustrial interests anxious to get or keep tariff protection
for their own lloducts at the expense of farmers. It has beeni echoed
elithusiastically by nialy well-mening friends of the farmer wh,]to fail
to a pprecili te that the interest of the Amorican farmer in foreign trade
is Jrlimaarily that, of an exporter. I have Iointed out over and over
again, and I want to reiterate today, that the American farmer is it
surplus lproducert and that a high-tariff system can bring him nothing
but a restricted market and high costs. 'This applies most directly to
)rod lcors of cotton, wheat, fruits, hogs, soybeans, tobacco, and our
other export crops. But, since acres disll'ced by the, loss of export
niarkets are put into competition with other acres, it. applies also to
producers of dairy products, eggs, heof, and other commodities which
are sold almost entirely in our domestic markets and which are neither
exported nor imported to a significant extent. It applies even to
producers of such imported products as wool.

Nevertheless, it is with tius ancient bugaboo that opponents of the
agreements are attemllpting to stir up sentiment for discontinuance of
the program. They have chosen to ignore the major facts. Instead,
they use figures which in almost every case suffer from one or more of
several serious shortcomings-either the figures apply to imported
items which have not been directly affected by trade agreements, or
they refer to years carefully selected so as to confuse the effects of
tradc agreements with those of drought and industrial recovery, or
they are simply not correct,

A good example of the first type of propaganda is the almost con-
tinuous attack upon the trade-agreements program which has been
based upon our large imports of certain drought-affected commodities
during the years from 1935 to 1937 or, in the case of animal products,
from 1936 to 1938. One of the loading items of import objected to is
corn from Argentina. We in the Department of Agriculture have had
to point out to literally thousands of fanners-misled by opposition
propaganda-that there has never been any reduction in the duty
unPor the trade-agreements progrun on corn imported from Argentina.
The same was true for a number of other commonidities the imports of
which increased with drought conditions, including wheat, barley,
malt, butter, canned beef, canned ham, and various others.

It is remarkable what can be done by the careful selection of years
for comparison. Opponents of the trade-agreements program are
particularly foid of comparing imports during 1932 with those during
1937. During 1032, because of business depression in this country
and largo farm surpluses, agricultural prices hit bottom and farm
imports reached an extremely low point. In 1937, on the other hand,
imports were much higher, since business was at a post-depression
peak, and our farn prices, although substantially strengthened by the
operation of the Triple A program, had been boosted oven higher as a
result of the extraordinary droughts of 1934 and 1036. Comparing
these 2 years, therefore, gives the hnpression that the trade agree-

onts have caused a "flood" of imports. One need only add data for
imports in almost any year durig the 1920's andi for "either 1938 or
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1939 to give a precisely opposite impression as to tho effects of trade
agleements on agricultural imports, The attacks on the trade agree.
monts, however, rarely, if ever, include these additional data, nor are
they apt to reveal the fact that imports into tho United States of
agricultural products similar in kind to those produced in this country
were smaller in the most recent fiscal year, 1938-39, than in the fit
year of the trade-agreements program, 1934--35, and wore loss than
half theiraverage annual value during the entire decade of the twenties.

Now, it, is trie, of cousie, that reductions have been 'nade' under
the trade agreements in the duties on some agricultural Iproduets, but.
I do not know of a single case where such duty reductions have ser
olislv inconivenierced an American agricultural group. As a matter
of fact, in cases where there seemed to be even a remote possibility
that a damaging influx of agricult tiral products might tae place , as
result of a contemplated dutty reduction, safeguards were introduced
to prevent such an influx.

A case in point and, incidentally, one which has been a focal point
for attacks upon the trade-agreelmtent, program, is the effect of the
program on imports of cattle. I discussed the matter of catth, im.
t orts in relation to the Canadian trade agreements at, some length
efore the Ways and Means Committee of the House, I wish only to

point out here that prices received by domestic producers of cattle in
the U~nited States since the enactment of the Trade Agreements Act
have been consistently higher than they were diluing the immediately
preceding 1)eriod, aid, in some cases, as high as they were back in tlhe
predepression years. Furthermore, and this is significant, even in 1939,
when cattle imports reached a record level, the farm price of cattle
was at. or above parity every month of the year. 1 (10 not know of
another major agricultural ;rodict of which this is true. The facts
are, of course, that the prices received by American cattle producers
are determined aimnost exclusively by the number of domestic cattle
)roduced in a given year and by economic conditions in the United

Stat es. If these factors are suet a. to make for high prices, then we
shall have some imports of cattle, while, if they are such as to make
for low prices, our imports of cattle will be almo;)st nonexistent,

Going down the list of all the other commodity figures used to
buill il) the impression that farmers have been sacrificed mnder the
trade agreements reveals, in each case, the hollowness of the coni-
plaints that have been made. The interests of doniestic farm pro-
ducers have ben protected. Where imports have been high, prices
have beell high.

To judge by the opposition claims, one would suppose that nearly
all of the far1 commodities which are sometimes imported hadi had
their duties reduced. What, are the facts?

Reductions apply to imports which, on the basis of I937 figures,
ma(e up only 14 percent of total agricultural imports. About half
of this 14 percent, is sugar, imports of which are not pernitted, at
whatever rate of duty, to exceed a highly restrictive quota set annu-
ally in such a way is to reserve for domestic. produce's at, least as
great a share of "the United States market as they may fairly be
expected to supply, and a share very much less than the shai e enjoyed
in the decade of the twenties. Hence, only 7 or I percent of all
agricultural imaports are free to take advantage of duty reductions
Dade under the program. Set, against this the fact, that over 20
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percent of United States nonagricultural imports had their duties
reduced under the agreelients, and one has a scale in which to weigh
the extravagant charges being made. In short, tile whole import
fulor is a maneuver designed to distract the farmers' attention froni
the benefits they are obtaining under both the trade-agreements
prograil a1(d the far ii program.

Before concluding, I wish to say a word about the tra(le-agreements
program in the light of developiments brought about by the war
abroad.Te Wir has brouglit far-reaching changes in the methods of trading

p)lmedl1; by the great importing countries which have bought our farm
products in the past. The existence of trade agreements lhs enabled
us to temper somewhat the impact of those changes on our agriculture.
That impact has nevertheless been great, n1l it, haes been, on the whole,
harmful thus far.

We do not know how great those changes will finally be. Nor do
we know whether tley will he voluntarily abandoned( when wvar is
over . or made permaneont. Their existence, however, and the dis-
turbing effects they are having on world trade, make clear the need
for continuing our efforts to maintain and expand our own foreign
trade. The success of our present trade-agreements llrograni in t he
diflicuilt years we have come through, and the system of liiterdepart-
mientail cooperation which has been developed to'carry it out, point to
the program as the best, vehicle for continuing those efforts. Con-
ceivably tile program might need to be strengthened to meet tile new
situations as they arise. But, we must. go forward in the direction
where lie our own interests a:,d the interests of all western civilization.
Opponents of the present program seize upon changed conditions as a
reason for aballdoing it and returning to the extreme protectionism
which has wrought such havoc ill the last 20 yeas.

There w, an inconsistency about these attacks which reveals their
weakness. Solle of the prsolls who claim to be among those most
interested in larger farm exports, oppose any means by which we
might be piid for such exports. They are against imports, they are
against new loans to foreigners, the, (ire against the purchase of
foreign gohl. But if our country refuses to accept either imports or
gold, and refuses to extend further credit, how will it b )OSible to
export? These same persons say they are for free enterprise, yet,
they wish to regiment us in tile field of foreign trade, and they would
have the Nation follow policies which wvouhldlead by inevitable steps
to more and more regimentation of domestic enterprise.

I believe that the opponents of the trade agreements are in an
impossible position. I believe that if their ideas were carried out,
the country would be put in an impossible position.

When and if world conditions are such that anything like normal
international trade can again be stabilized, we stall have to malp out
a broad policy taking into consideration imports, gold, credit, and
all the other faetors that affect international transactions.

Meanwhile, there in nothing for us to ,.uin by scuttling the one
proven means of preserving and advancing healthy foreign trade.
We would only be hurting omelves if we should adopt the restrictive
policies which'have almost completely ruined the foreign trade of the
dictator countries and brought extreme privation to their people.
To abandon the trade-agreements program at this time would be a
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stp backward rather than a step forward. Instead, we should keep
the trade-agreements program, and use it as a valuable foundation
stone for the reconstruction of world trade in the future.

The CHAIRMAN. Senator George, have you any questions?
Senator GEoitox. I have no questions.
The CHAIRMAN. Senator Walsh?
Senator WALSH. I have no questions.
The CHAIRMAN. Senator Johnson?
Senator JOHNSON. Just the last paragraph, you say

* * there Is nothing for us to gain by scuttling the one proven means of
preserving and advancing healthy foreign trade.
I do not understand that the question before the Senate or before the
Congress is to scuttle anyt)ig. It is merely not to extend the recipro-
cal-trade agreements, and if the Congress at this time does not extend
the reciprocal-trade agreements, the 22 existing agreements will remain
in full force and effect until they have been terminated by the Presi.
dent. But I do not see that we are scuttling anything; we are just
simply holding the matter as it stands.

Secretary WALLACE. I think I would have to call on the State De-
partment to answer that particular question.

Senator JOHNSON. They are not terminated. You state in here
that we are scuttling something. We are not scuttling anything,
We are simply not going ahead making provision for new agreements,
but we have 22 agreements, and these 22 agreements are permanent
things until they have been terminated by formal action of the
President.

The CHAIRMAN. Secretary Hull, as I understood him yesterday,
stated of course after June 12, unless this was continued, they have
no authority to make any new agreements with any country, and
then they would have no 'authority to make any changes as circum-
stances would arise, in any particular trade agreement, and so on, so
they have to have authority to act.

Secretary WALLACE. Granting the correctness of your statement,
Senator Johnson, would it not be true that the post-war situation
might make it necessary to have power vested in the executive to
make changes?

Senator JOHNsoN. The original act has this to say on page 2 of
the copy which I have, at the top of the page. It says:

The President may at any time terminate any such proclamation in whole or
in part.
That is the proclamation of putting the trade agreement into effect.
So the President has the full power to terminate the trade agree-
ments existing in whole or in part, as I understand it. But the
point is, if the Congress does not extend the trade agreements, we
are simply postponing any extensions at some future time, but we
are not changi~ig the existing law in any way or the existing agree-
ments In any way.

Senator CLAnK. Mr. Secretary, it, is not accurate to say, as Senator
Johnson did, that nobody can'terminate treaties except the Presi-
dent. The other side may terminate the treaties, and is it not en-
tirely possible and probable that we might face a situation at the end
of tho war where a general economic situation might exist in which
the countries of the world will be gathering and the United States
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would be entirely helpless to participate in it if this act had been
permitted to lapse and not extended?

Secretary WALLACE, Yes, it is quite permissible to think that some
countries would terminate their agreement, and then a year later a
Situation would result where it would( be highly desiiablo to enter into
negotiations with that particular country again.

Senator JojiNsoN, 4e will have another Congress, and if it seems
advisable to extend the act to make agreements, another Congress
may do so.

Senator CAPPER. Mr. Secretary, I found Sunday morning ill all
the daily newspapers, this statement accredited to the Associated
Press:

The Agri'ultural Department reported yesterday that total exports of Amerlen
farm products during the last 6 months'of 1939 were 7 percent below those ef
the last half of 1938, while imports of agricultural products increased 25 peroent.

What comfort can the farmers out in my country got out of that
information as to the trend of the world trade in agricultural products?

Secretary WALLACE. I would think if u 'armer out in your part of
the country were fully informed, he would feel that if anyone were
drawing conclusions based on a short period like that, it would be an
attempt to deceive him.

Senator CAPPER, I had appeals front 22 farm groups in my State
asking me to oppose these trade agreements because they feel they
are not working for them, We are interested especially in wheat.
Just what help and benefit has come to the wheat growers from these
22 trade agreements? They have not been able to figure it out.

Secretary WALCE. Our leading market for wheat has customarily
been the United Kingdom, and the trade agreement has enrubled us to
abrogate the i-cent differential or preferential which Canada and
Australia ha(l enjoyed at. our expense.

Senator CAPrIn'I Back in the time of the World War, when the
World War started, wheat prices went way up, and we found a market
for a lot of our surplus, and they do not find any such situation as
that now.

Secretary WALLACE. Of course, we must remember that when this
war began, the world had on hand more wheat than at any time in
history, vastly greater quantities of wheat than when the World
War bagan.

Senator CAPPFrn. Just what effect have the trade agreements had
on the unloading of surplus American wheat?

Secretary WALLACE. Undoubtedly our wheat was placed in a much
better competitive position by the removal of this 6-cent preferential
on the part of Canada and Aiustralia in the British market,

Senator LA FoiLL : E. Mr. Secretary, you state: "By lowering our
tariffs on many of the products farmers buy, it decreases farm costs."
Have you any'figures, or has any study been made to show s)ecifically
to what extent that has been tioe?

Secretary WALLACE. No; we do know that the tariff on industrial
l)roducts hias been cut by a somewhat greater percentage than the
tariff on farm products.

Senator LA FOLLETTIS. That is true, but have you made any
study on the effect of the actual price to the farners'of any of those
commodities, or is that just a generalization which you have not
translated into any specific information?
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Secretary WALLACE., That is a broad generalization, Senator
Senator LA FoL,ETTE, So we do not really know whether the prices

of mmnfactured products or products that the farmers buy have
actually been decreased in price to the farmer as a result of this
program, (1o we?

Secretary WALLACE. No; we have no detailed study as yet on that
point, Senator.

Senator LA FoLLzrr. Have you any studies that would show
anything specifiC in that respect?

Secretary WALLACE, I don't know of any, Senator.
Senator LA FOLLTTE. You also state that: "Exports of agri-

cultural products to the 16 countries with which trade agreements
were in effect throughout the fiscal year 1938-39 were 15 percent
higher during that year than during the fiscal year 1935-36, when
only one trade agreement was in effect throughout the year." Then
you go on to give the exports in percentages. Can you translate that
into dollars and cents?

Secretary WALLACE. Yes; I think so; if you would care to have
the figures.

Senator LA FOLLETTE. Will you please (1o so for the record?
Secretary WALLAcE. The exports of farm products from the United

States to tlic 16 trade-agreement countries in the fiscal year 1938-39
amounted to $214,000,000, and in the year 1935--36, $186,000,000.
To the other countries, the non-tradc-agreenmnt countries, the exports,
in the fiscal year 1938-30, amounted to $469,000,000, and in the years
1035--36, $580,000,000; in other words, the exports to the trade-agree-
ineut countries increased $28,000,000, or 15 percent, and to the non-
trade-agreement countries declined $111,000,000, or 19 percent.

Senator LA FOLLETTE. You also state that "the war has brought
far-reaching changes in the methods of trading pursuedd by the great
importing countries which have bought our farm products in the past.
The existence of trade agreements has enabled us to temper somewhat
the impact of those changes on our agriculture.' To what extent id
what particulars have the trade agreements been effective in tempering
the impact of the switch by all the belligerent nations to an economic
totalitarian basis?

Secretary WALLACE. Well, I could give You one specific illustration.
In the case of the Canadian trade agreement, it has been possible
under the powers set forth therein to avoid Canada completely shutting
off our exports of hog products. During the year 1939, our exports of
hog products to Canada had gone up to some 20 times as great, as they
had been during the 10 years preceding.

Senator LA FOLLETTE. HOW much were they in dollars and cents?
Secretary WALLACE. I don't have the figures in mind.
Senator LA FOLLETTE. Will you furnish that for the record, please?
(Subsequently the following data was furnished the committee:)

In 1939 the exports of all hog product from the United States to Canada were
valued at $3,235,000. The value of the exports of fresh pork, to which my example
applies, was $2,265,000.

Secretary WALLACE. And Canada, proceeding under the war escape
clause, taking alarm at the very great increase in our hog exports
during late 1939 and early 1940, set a quota on our exports of fresh
pork to Canada.

Senator LA FOLLETTE. What was the quota?
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Secretary WALLACE. I have the figure here somewhere. This was
announced yesterday, by the way. 1 627,000 -pounds monthly.

Senator LA FOLLYFT1TE. And how did that compare with the unports
which were going in prior to the time the quota was established?

SecretaryWALACE. It ws substantially less than during the last
3 months of 1939, but very much greater than the average monthly
imports for the last 10 years, which were 23,000 pounds.

Senator CLARK. Have you any figures to show how they compared
with the pro-trade-agreements years?. I don't care about that now,
bu I would like to have that in the record.

Secretary WALTACE. All I have is the average for the last 10 years,
which is 23,000 pounds monthly.

(Subsequently the folliu aIV ed the committee.)
The average nionthil 4orts of fresh pork into a from the United

States during cacti of ast 10 years were as follows:
li ak W Quandlu

Calendar year: n( poaL4 "(' !. to IPoud "
1930 ---------- 208 1 93 ---- . . ... ... 77
1931 ---- - - - 436 1 93 - -- - ---- 861932. -- ........... + 1 451 1 '. -....... . .... . .- 205
1933 --- --------- 062 L 8 _ . - .- 20,625
1034 ------------ 4939 Ai 829, 716

Sen ia t o 'LA Fom.TT.x 1r-r 01 oany' thle iexaAiplesr
Seer.t y WALLACy. Thi uld be a aliza on,Senar but

I would ay in a grnieral IN thot-our t rld .tpr nt wit great
Britain ' Is eiawl lhW4 w o re otter with reat
Britain i agriculti ral ex'T9r than o therwiso be the c

Senato LA Fom, &r a Aii i wh *sp i Wjeots has th trade-
agreemen program -lnaftd to f otter'*i Q Great ritain
thlan we vu ld hiaved witlQttt i4-

Seoretar WALLACE. 1am una8sy, 11ena but I give it
as liy obir tior,, the fac r oit will ake that
p o s s ib l e . L, l -t

Senator LA L0i 1 T1 Wift b 1 (oe, if anyth to effectu-
ate that genertli 1on?

Secretary WALLA I fmIn 101lng that collsidrile will be (10110.
Senator LA FOLL s,%P. ut any thing thatla been done to date?
Secretary WALLACE. Ver+'fI~. a o to date.
Senator LA FOLLET With regard to any of the other countries

that have altered their economic policy as a result of the war, do you
know of any other instances aside from this one specific thing on
pork products N ith Canada?

Secretary WALLACE. No; I don't know anything specific, Sefiator,
but I would again make the observation of the fact that the agree-
monts give uis a mechanism whereby we can operate to greater effect
than would otherwise be the case.

Senator LA FoLrE'r'rE. Have you any information which you can
furnish tei committee show-ing the impact of economic policy en-
gendered by the participation of nations in the war upon American
agriculture?

Secretary WALLACE. We can furnish you with a great deal of data
along that line.

Senator LA FOLLETTE. .I would like to have all of the general infor-
mation that you have, and specifically I would like to know of any
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studies or data that the Department has gathered to show in what
respects we have lost the claimed advantages for agriculture under
the trade-agreelments program as a result of the totalitarian economic
policy of the belligerent nations.

Secretary WALLACE. Of course it is true, Senator, thac there exist
in these trade a.reements, war escape clauses.

Senator LA k OLLEVErE. I am aware of that and I am aware that
these nations are taking advantage of it and i just assumed that the
Department of Agriculture must be watching the effect and the impact
of the war policies on American agriculture, and I am anxious to get
that information.

Secretary WALLAcE. And we are very gravely disturbed by that
impact. It seems to me to be a problem somewhat aside from the
trada-agreements problem, though it is a very great problem from
the broad agricultural viewpoint.

Senator LA FolLimxTT. I am not sure of that. That is a matter of
opinion as to whether it is aside from the point here, but I as one
individual member of this committee and of the Senate would like to
have all of the data and information that is available.

Secretary WAILLACE, We shall be very happy to prepare that infor.
motion.

(Subsequently the following data was furnished the committee:)
The following statements prepared in and pul)Iished by the Department of

Agriculture contain considerable Information on the subject of wartime controls
by the belligerent.s and their relation to American agriculture. The first state-
ment, "Wartime Control of Agricultural Trade and Production in Belligerent
Countries," describes the principal measures taken by thc Governments of the
United kingdom , France, and ermnany, and the governmental agencies estab-
lished to carry them out. ']'he second statement "F cononflc Weapons of War
Bear on Farni Exports," points out some of the principal effects of these wartime
o mtrol actions on American agricultural exports. The third statement is a factual
r'pnrt of United States trade in agricultural products for the last 6 months of
1939 compared with the corresponding months of 1938.

WAnTIMr, CONTROL OF A0RwCUn.UIAL TRADE AND PRODUCTION IN ]IMLLI(rRENT
COUNTRiES

By Harry L, Franklin
The present war in Europc haq been charaotericed from the

outset by strict government control of international trade and, to a
lesser extent, of production, prices, and consun ltion. Althonh It,
is too early to evaluate time effects of these controls on the agriucl-
tural trade of thoi United States, it is nevertheless important to
know how extensive these new obstacles are Ibecau~e of the import-
ance of the belligerents as markets for American agricultural
surpluses.

The assurance of adequate supplies of food in wartime is of paramount Impor-
tance, as the World War demonstrated when the Allied blockade of Geriany
developed Into one of the principal factors in that country's ultimate collapse
and defeat. Today, Germany Is dependent upon imports ?or approximately 18
percent of its total food reumlrements, or only slightly Iw than before tile World
War (20 percent for 1I09-13), whereas Great )Britain depends ol imports for about
60 percent of its total food requirements, France iq agrIculturally the most self-
smff ient of the present )elligerents, but nevertheless is dependent to some extent
on outside sources of supply. Also of great importance in wartime Is the assured
supply of adequate quantities of agricultural produetH other than foodstuffs,
namely, fibers and foodstuffs.

I Senior Agricultural Economlst, For0eig Agrklltul HeIstlons,
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Control of imports, exports, prices, and stocks of agricultural commodities has

existed in Germany in varying but increasingly comprehensive degree since the
establishment of the National Socialist dictatorship in 1933. Similar action has
been authorized in the United Kingdom under the Emergency Powers (Defense)
Act of August 24, 1930, and subsequent legislation, and a fairly comprehensive
control system is now operating. This applies to France to a less extent.

Of the present belligerents, Germany established government control of agri-
culture In the fall of 1933, largely in order to achieve the maximum degree of food
self-Rufficiency possible, in line with the National Socialist regihoc's vast rearmna-
ment program. Although the United Kingdom established the Food (Defense
Plans) I)cpartmcnt at the end of 193fl, Government control of British agricultiro
was not authorized until August 25, 1039, 2 days after the conclusion of thf; Russo-
German pact. Since then a comprehensive program has been inaugurated for
substantially increasing the country's total food output. A certain degree of
Government control over French agriculture was provided for in the decree of
April 21, 1939, about 6 weeks after Germany's occupation of Bohenia and Mo.
ravia; but thus far little, apparently, has been done under that authorization.

CHtAR?, L.-1artinte control of a.ricultural trade and production (belligerents) al
of Nov. 1, 1939
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MAIN F"ATURER eOF WAIIT|ME C CONTROL

A after the declarat ion of war on Septenber 3, 1939, and in the eirger icy perod
iiniedlat,ly preceding the declaration, a large number of orders, regulations,

and decrees were issited hy the British ard French Goverioinerts, particularly the
former, establishing viriroi fIatiures of wartime control over food stuffs arid other
essential corrromditips. This was not necessary in (Germany, however, for that
country had been operating under a virtual war cirunmy since 1934-35. The
client features of tile Britisl, arid French control systems, arid th eir (erma

counterpart, are described tlow.
Import control.

Import control rn a fairly compriieheive hois baa imeen eatablislitl II (I rest
Britain Iand France. ''re principal ani is to limit imports, wherever pratetiule,
to essential commodities and war equi pmeit, and to restrict eiLtry of ltixunry goods
or articles of secondary importance, With regard to the 11Ilted K ingdom, import
lienuses are issued freely if the commodlties uder consideration are regarded by
tire Import Ilcensing i)epartmet (of the Board of Trade) as rreeesaary for military
or civil defense purposes. Priority of shipping space in relation to urgent req uire-
merits, particularly with respect to overseas shiimpents to the United Kingdom,
Is al Importart emriideratino,

Among agricultural products on the Britis list. requiring ii import liense are
certain aimed fruits, eROnrd vegetables other than toriatoes, poultry and ireat
pasts, sausages (eacrid or otherwise preserved), hps, and drierI vegetables (other
than peas, healns, and Ieitils), With regard to Frarice, all iniports require an
official ecrtiticate establishig that delivery of the reiri site foreign exchange las
been authorized by the Office of Foreiglr Exchaurge or that the imports In qures-
tion require ro settlment in foreign exchange.

Ger nanry has exercised rigid control of all imports ii recent years, particuliarly
since l)r. hanclt's "New Plan" of 1034 and the 4-year kllAf e4fablisihed ii,1936,
which placed the couIntry on a nrotitary-ecionoriy basis, ( onseirently, till, present
war lirs necessitated n) change ip tie (ierrnar import systerir.
lfport control.

huimdiately prceding the declaration of war, i)oth tire United hiugdrm ind
France prolliited tit, export of a wide range of easentrial coronilo(iit I clchiefly
industrial raw inaterials and rertaii foodstuffs, except tnader licerir froril tire
appropriate government control agency. Since their several changes in the
respective lists have been made. The ot)ject, of Course, is to conserve domestic
stocks of essential commodities.

Among agriciltu ral products inlrided in the British export-liceruse list are
wheat and wheat floir, canled neat ani meat extracts, condensed and dried
milk, carled fruits and vegetable, refined sugar, raw cotton and certain other
textile fibers, and certain vegetable ois. III this regard, tire French list is sime-
what more compr(lieh)aive, tire main commodities or commodity groups belrig
grains (including rice), wheat [hirr, nireat and meat products, dairy products, eggs,
sugar, riIlasses and sirinp , potatoes, bects, hops, animal and vegetable oils,
oilseeds, dried bian, cattle, feedstfs, wool, cotton, and certain other textile
fibers. The present war has occasioned no change in tire Cerman export-cortrol
system.
Foreign-erchangr cnilopmr.

In tire United I(ingdoir, the purchase of foreign exchange for payment or im-
irts was made subject to prior isiauce to importers of either (I) air import

iceise for procicts suhject to that requirerrient or (2) il exciaenge Irniit for
other pr(ucts, efTectiv'e Selplemiir 5, 1939. This has ieen done in order to
conerve foreign exchaunge that would otherwise ibe used for irnportu of secondary
importance, aid to ntiilize foreign-exchange resources, particularly United States
dollars, for imports of absolute necessities.

ht France, all foreign-xehange transactions, as well as exports of any kind of
currency, are pirohibited unless authorized iv the Ministry of Finance or agencies
of tire latter. import are permitted only after a certiticale has been obtained
establishing either that the reqirisite foreigri exchange has been arithiorizeI or that
no foreigri exchange is required ir settlement.

Foreign exchanlge in Germany has been subject to tire most rigid control in
recent years. Infractions of the German currency and foreign-exchage regula-
lions are punishable by perralties up to sentence of death, defending orr how

serious tire offense is regarded.
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Control of stock.
An important clement in wartime control of essential commodities to insure

ffilcicttt and equitale distribution is the proper control of domestic stocks The
United Kingdom authorities have taken over the control successively, hegiming
Seii(.rber 1, 1939, of the domestic stocks (in sonme instantices including shipments
dest lied front abroad or BritIsh-owned and stored Abroad) of cereals at (i cereal
produtct6 carted meats, dried fruits, sugar, tea, and certain oils and fats.

Control of domestic stocks iI France is apparently authorized under the decree
of April 21, 1939, to provide effective food control in wartime through the General
War Provisioning Service, a special service lit the Ministry of Agriculture; but
tiousfar no action olunder this authority lons been publicly announced. Government
control over donmestcle supplies of foodstuffs in Germany has been exercised for
settle time through the various agencies of the Reich 'ood Estate and over im-
ported supplies by the Ministry of Economics (in collaboration with the Reich
Food Estate for certain major products).
Price control,

Iri order to prevent or check irofltecerlng iI foodstuffs in wartime, price control
of some kind is usually indispensahle. In the United Kingdom, maximum prices
or lirlccs not to exceed the average for a specified prior period, applying to the
wholesale and/or retail trade in several important foodstuffs, have been established
sticeessively siice September I, 1939. Thee foodstuffs are sugar, tea, flour, eggs,
bacon anid hamim, margarine and cooking fats, certain other vegetable and aulmoal
oils, canned sahmon, dried fruits, potatoes, and livestock (hogs, sheep, and fat
cattle).

Price fixing of foodstuffs In France by the Minlister of Agriculture was author-
Ized by the decree of September 1, 1939, but thus far no public announcement of
action thereiuder has been made. In fixing prices, the Minister of Agrictulture
may ask for the assistance of the Consulting Committee (composed of representa-
tives of employers and eltmployees of comuercial, industrial, and agricultural
enterprises, and of the various Govermont departments) a-s well as the National
Committee for Price Superviion.

Irt Germany, fixed or controlled prices have been a central feature of agricul.
tural policy since the establishment of the teleh Food Estate irt the fall of 1933.
They apply to virtually all agricultural products. Trade and processor profit
margins have been brorrght tnder co'utrol for most of the staple foodstuffs. It is
anticipated that German hutervislot of foodstuff prices during the present war
will le further intensified in rirder to prevent evasitoiis of the control regulations.
Infractions of the price-control system imposed by time Rich Food Estate have
Iben punishable for some time by fines up to 100,000 reiclismarks (nominally
$40,000) and/or Imprisonment, depending on how serious the offense is regarded.
RIationing of foodattffs.

Itr Germany during the World War, food rationing on a comprehOeive scale was
in effect by 1016; whereas it Great Britain a general system of food rationing did
not become operative uitil July 1918, after nearly 4 years of war. This time,
ration cards were introduced in Germany on August 27, 1939, applying to meat,
fats and oils, milk, sugar, coffee, cereal products, and eggs. On September 23,
thoostadard weekly ration was further curtailed (for instance, meats were reduced
from 24.5 ounces to 18 ounces, attd butter from 3.2 ounces to 2.8 ounces), and
rationing was extended to include bread. The revised standard ration allows a
present artial per capita consumption in percentage of the estimated average
1938 consumption as follows: Meat, 54 percent; butter, 47 percent; cheese, 57
pereeut; sugar, 53 percent- and bread, about 100 percent.

It may be pointed out Nuat the regolatiorn of German consumption of certain
foodstuts, notably butter, eggs, and fats other than butter, through rationing in
various forms his occurred since the winter of 1935-36 in times of shortages.
Consequently, German consumers wore prepared, to a largo extent, for the intro-
duction of ration cards in Angust shortly before tite actual outbreak of hostilities,
although such introduction did cause some concern as to the adequacy of supplies.

Food rationing has riot yet iern established itt either France or dreat Britain,
although elaborate plats have been virtually completed for its introduction Ira the
latter country in mid-December. Several million ration books hav. been printed,
and these will be issued to Individual consumers according to a national register
to be compiled o tie basis of the household enumeration made September 29.
Whin Introduced, the British ration system is expected to allow for virtually

2151714-----5
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normal consuiption, except of butter and bacon. The extent of crirtallioent for
those products, and possibly soarer or later for certain other products, will depend
on a number of factors, uch as supplies on hand, world prices, foreign-exeharge
reserves, shipping facilities, ard the effectiveness of enemy naval and air operati,,nr,

GOVEiNMRNT CONTROL OF AOIICULTURii

The United Kingdom.
The entire agricultural inhistry of the United Kilngdom was placed under tire

control or tie Ministry of Agriculture during the war cinergency by the l)cfense
liogulations lronulgated August 25, 1939, under tire Energency Powers (Defense)
Act, 193). Fhe principal objective now is to insure that agricultural land will be
used efficiently and exolusively for the enlarged production of esseutial foodstuffs.
In order to achieve tilts, the Minister of Agriculture is empowered to issue all the
necessary rtigulations or directions with respect to cultivation, farm nanagornent,
land use, and so on. lie may terminate any tenancy or dispossess an owner-
oceupier whenever the land In question is not being cultivated it accordance with
good farming practices.

It is planned to place an additional 2 million acres of farm land in cultivation
before )t ecirber 31, 1939. To expedite this objective, a subsidy of £2 (ap-
proxinately $8) per acre will be paid for all approved gramvsland powed up before
the end of the current year. Farmers are urged to sow as much winter wheat
as possible. Th Government has a reserve of farit tractors, fertilizer, and
certain seeds, which will be utilized in this program for increasing farm output.
In addition, about 60,000 tractors were already privately owned at tire outbreak
of the war, compared with around 1,000 when the World War began.

'11C extensive powers to regulate and control farming operations in the Unitei
Kingdom that have been conferred on the Minister of Agriculture may be dele-
gated to other agencies acting under his authority. It appears that the County
Agricultural Esecintive ('ormittees recently set up will play an important role
ini this caireetion, particularly In tire ''speed-the-plow ' caruputigri Stuhorm-
rmittees in turn have iwteen app pointed in roost counties to deal w ith vsiors special
phiares cf he accelerated production carllpaign, such as organization of criltivation
aud cropping; recruiting of farin labor; distribution of feedstuffs, fertilizer, amid
machinery; control of insect pests and plant diseases; and drainage problems,

Within tire jurislietiorn of tire new Ministry of Food (instead of the Ministry
of Agriculture as heretofore) will be placed the various agricultrirl marketing
boards arid commission set. Up in recent years for different products. This
applies to the Milk Marketing Board, as wl as tire Pigs Marko'ing Board and
the. Potato Marketing Board: but their activities will undoubtedly be carried
ol, in close cooperation with the Ministry of Agriculture. Thin increased pro-
duactiou and distribution of potatoes Is ar Important phase of tire plans for
cirlarged wartiur farir output in Great Britainm.
Fronrr.

France is far iore self-suflicient agricultutrally than the other two belligerents
anid very little appears to have boei done thus far toward actual assumlitwoi
of Government control over French agricultirr, although such control is ant hor-
ized under existing decrees. (An reception is the control of wheat, for which
sirIlus-dispir.'l mi a tres antI iiiinitr prices were established in 1933 and a
National Wheat Board set up it 1916 to coinlrol prices and inarketirng.) Under
the decree of April 21, 1939, tire Minister of Agricultre with a General Secretary
under his direction, is charged with directig tie "niofsillzation' of the nation s
agricultural resources, especially with regard to foodituffs. The same decree
also provides for a special service of the Ministry of Agriculture, called tire General
War Provisioning Service, whose functitrs, among other things, comprise the
setting ul of various services for agricultural predict ion in war time, tire irepara-
tion of plans for "agricitural inobilixatioiI " anid the performance of various
services convicted with tire provisioning of the armed forces and the cvilian
population.

In each of France's 90 Provinces, a. coiniittee fir agricultural production in
war time is established by tie regulation of Septeiber 3, 1939, under tire presi-
dency of the Provincial Prefect. Other irreurbers include the director of agri-
culture, two other agricultural officials, and nine persons appointed by the Prefect.
Tire function of the committee is to advise farmercn to adjust farm output in line
with national food requirements and to facilitate measures providing for the
requisite agricultural labor, draft, animals, fertilizers, seed, and fodder. In each
township In turn, wartime agricultural committees headed by the mayor of the
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towL are established to cooperate with the Provincial committee and to function
along the lines of the latter with regard to the township,

Germany.
German agriculture has been under Government control since its reorganization

on a corporative (totalitarian) basis through the Reich Food Estate established in
September 1933. Membership in the Reich Food Estate has bec compulsory
for all Producers, processors, and distributors (wholesale, as well as retail) of
agricultural products in Germany. The Minister of Agriculture is also head of
the 1icih Food Estate.

In addition to the regional and central corporative marketing assocIations eor
(he major commodities or commodity groups, the Reich Fool Estate has 20
regional and 620 district branches, the latter in turn being subdivided into a nat-
work of local branches or asociations (Ortsbame.rnschaften), comprising the farm-
ers throughout Germany. Finally, there is it "farm management" card for each
farm on which is entered pertinent data relating to the agricultural output, the
farming cfficiency of the owner or other occupier, and so on. This card must be
availale at all times to the local and other aut horitics,

EnIlarged farm output has been one of the leading objective. of National
Socialist agricultural policy since 193,4, coupled with price control and a very
COnIrehensive sy stenI of market regulation. No bade chliges in Germany's
set-up for agricultural control under the National Socialist regime have been
occasionci thus far by the war.

CONTRABAND ANI) 1LOCNlAIW

TI addition to the various wartime controls time far discussed that are being
exercised by belligerents in the present, wvar, a most importamit control Is that 0ll
seiznre of products in ocean shiiilpinO designated ai colltrilbao(I. 10om(Stuffn aund
most other agricultural prelilct are classed h' y the three hlIligreonts % "condi-
tional" contraband; that is, protliuts suileoptible of use in peace or war and destln',d
for use of tile armed forces of tlh memy.

'Ihe hritish and French coidilionl-coutralisnd lists are identical, th( spvcifl-
cstion living "all ki,,ls of f ul, f,-Almlluul, feed forar'e, and elothin", and ?'rWieles
aid material, used in their prodiuciion," The (u'rnu., slet-ioi'atiil Is sv'iiwit
different in that It iuiclui tobacco, the text ii translatiou reading "foodstuiffo
(inclldIg live animals), i), erages 11and tobacco amid tlii' like, fodder am clothing;
articles alo matiriaqls ised for their preparation ir manufacture." It is uroder-
sto ud, lolwever, that tile unitedd Msta's i)cpartitnt (if Stato is discussing th
matter of leaf totIlecli wliii the (Cermian (Governmnt, to the end that tobacco be
removed froun the German colltr)and list.

Almost at, the iuitset (f tiu present war, (erman merchant ,hiplipuig aHs swept
from th high ses and ali Allied blockade instittlted against o'riuanv. On tile
other hand, u'rmua suHmiarirls haRve taken a hevy toil of Allied and neutral
shiippling. )Iling th fi'irst. ti weeks of tlw wvar, Allied and nvutra merchant
vessels, aililliting to around )00,000 gross t rinagl,, were auiik Iy ( lermanyv
andl (llirilng tliv smile leriod aiuilmxinatell 338,000 tonis of! i'olirbaih goills
dest inici for Cermny w ure suised I inihiing iietIrolumli liriilets, iroii ore,
llilanin'so, phouliates, alllnilin ore, eopra, ami oilseeds, according to all
amlllili uolmeelilt i y the Briih coniralband cli tro, which operates inder the
Ministry of l,;ciilomic Warfare.
By way of COllparli-o ti, it may in e pntcd out. tiat (hiring (lie first month of

the mirestrictcd (lwlrina suhtmilrile canlpaign laulehed oil Febrlary 1, 1017,
468,000 gross tii Iof icrchrit hi'lpitng were sunk, 511,000 tonq in Mnrch, and
840,1001 tollin April 1917, the peak month of flie camlign. Ollthcother hand,
Oerimaiv's large-secal', use of bombing Illanus to attack merchant shipping might
greatly alter tile present, picture. At all ovenls, thl Allid hhI ilkade agailunt Gee-
Inane'anl t li latt'url act ivitlis in combating thi hIlnkad('s effectiveness will
likelY, again be A ditermining factor in the otitcome of tim present war.

UNITED STATus DcPAnTMENT OF AoRICULTURN, OFFICE OF TIlE SECRI'TARY,
WASllINwrON

tCONOMIc WEAPONS OF' WAR BEAR ON FARM aXPORTS--A SPECIAL 1REiPORT TO
THE AGRICULTURAL, ADVISORY COUNCIL

Modcrn warfare is fought as much with economic weapons as with armies and
guls. Nations with their destinies at stake ftl themselves jumstifled in striking
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with every weapon at hand; are quick to seize those least wa4teful of the lives of
their people.

The United States is seeire today against hostile invasion; hlnt we are not
immune to economic hijury. Many American farmers depenlent on export
demand see their market caught Il the no man's land between the opponing
economic barrages of the belligerents.

The Allied naval Illockado has barred our products from the markets of Ger-
many and the territory controlled iy Gerinrany. - Czechoslovakia and Poland.

The Allies have pooled economic and financial resources and made arrange.
ments to centralize purchases through government conmisslons. This is a big
gUn of trade control. It has not yet been brought to bear heavily upon United

tatcs farm exports. United States farin products for France and Britain am
still being handled in much the usual channels. However, the centralized pur-
chasing has borne on our export volume indirectly through the fact that the
Allied centralized purchasing commissions have hIuight farm products heavily
in British Dominions and in other countries where they could deal directly with
governments.

The sale of United States farir products In Britain and France and in neutral
countries of Europe has, however, suffered under numerons stray shots from
smaller guns of wartime trade controls-requisitioning and control of shipping,
allocation of foreign exchange, iirport ann export licensing, requisitionilg of
stocks, and control of prices and distribution,

The folloN ing paragraphs sUminiarize the controls used by Ielligcereruts and
nenitrals and tihe policies followed in applying them to their trade in United
States farm products:

Germany.-War hs made no difference in the controls that Gerirrry exercises
over imports. In this regard, Germany has been on a wartirne footing during
the entire Hitler regime. The result was that, even before war broke out, Ger-
man takings of United States farm goods had drastically declined, In 8932
the Reich took 15 omrcent of our fsrri exports; iii 1928, 5 percent, Even this
voluieio will Ire severely cirtailed, if not wiped out, by the Allied 'nlockad, So
will the small volume of our farrIr exports that went before the war to Czecho-
slovakia and Poland, lin 1938 that wis about 3 percent of our total farm iexports.

United Kingdoru.--The liritili are making rise of the fill arniairrnt of wartini
ceoonoie powers erumraited ahove, The result has ieen to cirtiril tho arotrirt
of United States farm ;.rodui taken Iry a market which in tie iast ias aecrurted
for more than oe-third of our farm exports. Brrtrin's wartime economic ipoliey
with repeat to agricultural irodiit

q 
has rdeveloped along four lines: (1) Cut down

voirhtire of iriliorts needed by incresing domestic production fhromigh lilowin
the grawilans; and )y controlling nse of farm products fy all the people; (2)
get as much of the needed iniports Irrssirle from Enipre corrtries; (3) of tile
remaimer got s niich as possible from European neutrals that might otherwise
supply Germany; (4) of the remainder get as inuel as iossite from foreign
countries where the exchange situation is miot favorable.

Franti-.-Frace normally absorbs about 5 percent of our farm exliortr. Tie
Frcih Government is row applying to tils trade corlete licensing of imlporta-
tionm and control of exchange. For stme farm product, the French wartime
policy may iho less re.trictive than the pre-war policy, since Ir'rport quotas on
soirre prodtetq have been, removed. Blit the wartime application of liecrsiig will
be applied to shut out other products completely.

Huropean neutrals.---The important Eriauormi neutrals took about 17 pireceit
of our farir expr)rtq in 1934, Som of them reshipped imports from tis int Cen-
tral ., ro )e They are largely giving iii) this function row unrler the purer of
British and Ireneh policy to hmil.r ril)ortH of ireutals to the auont thiry ireed
for their own people. This cuts down their potential takings of uir farm products.
The emitrals also are applying exchange controls to limit farin imports to eein-
tia products and to buil rip stocks of produ eta which nmy not be available later
if war continues. This likewise cus down their potential takings if mir fin
products.

Canada.--Caiada usually is the secrrd or third largest foreign taker of our
farm products, The ('anadian Goverment has set ii irnchinery for wartime
control of trade including fixing of prices, exchange control, ard imli t licensing.
But so far this machinery of control his not been brought into action in a way
that hindered United States farm exports. As a matter of fact, tire positio, of
United States farm exports consumed in Canada has tended to improve in recent
11rOirths.
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So much for the controls over international trade existing within the belligerent

nations and the neutral nations in the war zones. lfow have these controls
changed the position of the United States as exporter of farm products? The
Answer cait lie given most readily by examining the effects of wartime trade
controls on exports (if specific coumoditiefi. Summaries of tlese effects follow;

('eoen.- I)uring the past 5 ncfrketing yearn, 47 percent of the United States
cotton n exported has gone to the European nation that are now at war. Another
21 pereent of our cotton has gone to European nations not now at war but affected
by w'artine trade controls of the belligerents.

The most severe effects on cotton exports have been exerted by the naval
blockade, which has completely nut off the market in German-controlled territory.
This market formerly accounted for 15 percent of our total exports.

But so far the loss of the German-controlled market has been concealed by the
fact that the Allied belligerents and neutral countries have been stocking up on
United States cotton. They are less able to draw on dominions and colonies for
cotton than for other farm products. They ended the last season very short of
United States cotton. This season, we put into effect an export subsidy, and
there was a rush to replenish low stocks of American cotton. This rush has been
accelerated, of course, by the progressive reduction in the rate of export subsidy
being paid. Heavy speculation in Bombay also has helped to make American
cotton prices comparatively attractive. When tile funds for export subsidy are
exhausted, there is likely to be a sharp reduction in buying of American cotton
during the balance of this marketing year.

Wheti that oceunI tite effects of trade controls will be felt more sharply. Tite
chief control now being exercised is the allocation of shipping space by the British
intensilled, of course, it its effect by te withdrawal of United States flag shijis
from the sea lanes of the war x.ones. These things already are slowing down the
movement atid also tend to slow down sales of cotton. Another influence which
may cotie to bear later on is latent in the following series of governmental moves:
France has taken over complete control of the cotton trade; Great Britain has
made heavy bulk purchases of Egyptian, atd Is negotiating similar purchaes of
llrazilian, Turkish, and other cottons; lBritain and France are collaborating closely
itt all ecoionomic lines. It may be that when France needs more cotton in the
future site will draw first upon tite British bulk holdings. It may also be that
the British bulk holdings will be placed in part with the tetitral nations of Europe,
thtits cuttigldown their need for American cotton.

Wheat.- ur export surplus Is small owing to the prospective short crop of
1910, and our prices are above world markets, so we cainot hope to export much
wheat this yicar, For the present, the effects of wartime trade controls are not
felt because of the greater effects of impending crop losses. If we were oil the
world wheat market, we uthould bit hurt by the fact that imports into Central
Europe are cut off by the blockade; also by the fact that stne belligerent and
neutral countries into which our wheat might go are rationintg consumption, and
all are trying to increase their ionie production. We should be further hurt by
the fact that the British (who take two-fifths of the total wheat ittports of the
world) have established a telective buying policy for wheat which favors cobel-
ligerent countries of the Empire, particularly Canada.

Tobacco.-- io warring countries pis the neutral countries lit the war zone take
87 percent of all ottr tobacco exp)rt.. Naturally our tobacco ixpofts have been
severely affected iy wartime trade controls. Thie blockade shuts them, out of
Central Europe. 'the British decision to use from their own 2-year stocks rather
than to spare exchange for buying United States tobacco after September 11
suddenly shut off one-third of our total export market. France will probably
uot disclose whuit she Ititends te do about purchases from us before the Kentucky
fire-cured markets open in Jamary.

Pork products.-The British are the heaviest buyers of all our pork products
exported They have imposed import licenses, exchange controls, and fixed
prices as part of their economic armament for war, and these have all affected
our exports. Their buying program favors other pork over United States pork.
Neutrals it the war zone are taking more pork and lard, bitt tot enough to mako
up for the decline in takings bty the belligerents. Here is th situation:

I. Lard: Deccased purcluaes by belligereuts during the first 2 uontths ef
war have been followed bv some increase in November. Heavy increase to
European utras-espeeiauly during November--brought total for that nionth
above the Jtdy level, although not as much as normal seasonal movement would
call for. Some Latin-American Increase (not directly related to war trade controlA).
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2. Cured pork: War trade controls have cut share of belligerents In our exports
to 67 percent now as against 82 percent in 1938, European neutrals are now tak.
Ing 4 percent as against 1 percent In 1938. British prices for cured pork are
fixed at a relatively igh point, but that eonf re no bnoft on uls directly, since the
British will not license Imports of cured pork from the United States, which would
moan drawing on her dollar resources. As Iritain normally takes 71 peent of
our cured pork exports, we are sending out very small quantities now, Ootober
exports of hams and bacon wero the smallest snrce January 1937. Indireotly, tile
British high fixed price for cured pork may nean something beneficial to oir hog
industries. It works out this way: The British assure Canada an acceptable
price for huge amounts of cured pork-at present weekly guaranty levels, it, would
amount to 230 million pounds 11) a year, or more cured pork than Canada has
exported in 1 year slice 1919. Canadian packers may need more hogs than
Canadian farmers can supply and American farmers may be able to soil smoe
hogs in Canada at good prices. If war lats long, however, prices are fairly sore
to stimulate larger Canadian hog production and pork exports-mor comnpetitIon
in our markets abroad.

Fresh fruit.---Naval blockades bar shipmenints to (lorman-cotrolled territory,
curtail movement to other Central Europe, Ialtic, and Scandinavian countries.
United States apple and pear exports to Britain and France are completely cut
off by war trade restrictions. Britain refuses to license imports; France hmposRs
ight restrict ins, which prevent exchange fromo being used to iyi al)eles aitd

pears from the United States, So exports of apples ni1(d pears to I,'op (which
normally takes 91 percent of our apple exports, 79 percent of our pear exports)
are severely curtailed. As to citrus, n either British nor French have Iposed
trade controls directly. The joint Anglo-French war trade policy, however,
favors buying citrus from the Mediterraean nations, and we are consloquentlh
selling little to the Allies at present., We are, of course, sllt cut of Germatni-
controlled territory by the blockade. Normally, we send 50 percent of olir
cltrus exports to C'anaila, No trade controls apl)lied to this business.

Dried frlil.--.Blckade curtails tils trade with (lermany, central IEurope,
Baltic and Scandinavian countries. Allies license imports and follow a war-
trade policy of drawing supplies first of all from tile Empire and Medit(irranean
countries, All these influlccs are bearing adversely oil the 91 percent of our
export trade i dried fruit tiat .normally goes to ,llropo.

'anned frui,--Britain the prillcipal'mlarket; no controls Imposed vet, The
policy, however, of preferring Empire stipplies will work against Ulited States
exports, whether or not further controls are Imposed. Because fresh fruit cannot
readily tbe exported i wartime, Alistralia, Canada, and South Africa will can mor
tlall usual. Their packs will compete with ours and will get the first call, If
present policies are continued. The lritish Government already has arranged
to take tie entire Aistralian surplus of called arid dried flulits.

Solybras.-hlls is 1an exceptional commodity. Exlorts have risen to a new
h1ighl In spite of war conditions. No controls have yet, been applied to restrict
Imj1)orts Into Allied and neutral European countries. Of colrse, soybean exports
are shut olit of German..eoltrolled territory by the naval bIlockado. Exports
this sson are expected to exceed 10 million bushels, more than twice as great
as the reord exports of last scason--4,400,000 bushels.

AT A LANCE
T
lnited States farm exl)ortg in line of fire of econ imic war weapons.

Blockade AhlS our prodlets out of Germa-cont rolled ill arket8.
Allies aPl)lV trade controls in ways tending to favor sources of faull supplies

other t111 tie 1 United States.
European neltrals' trade measures out potential takings of United States farin

products.
Canadian controls not yet aplplied to farlm imports from tile United 'Jtates,
Control of shipping space and mlk buying outside the United States may later

'adversely affee cotton exports.
Selective buying policy for wheat, favors producing nations other than United

States.
Selective buying poiicy for pork products favors prellwding nations other tihan

tle United States; )lt Canada may buy hogs from the United States.
Exchange controls and import licenses work against United States fruit exports.
Tobacco exports ctit by exchange control.
No controls yet applied to soybeans.
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(trrt fromn Forecin ('Cops and Marets, 'ol. 40, February 24, 1940, No. 8)

UNITED TATi5 FOR3ON 'VHrADIR IN A(1aIr'UITUAI, PODUCTs, JU1, Y-r)sr'mBR
1930

)urinq the first half of tile current fiscal year, the foreign trade of the United
Mates ili agricultural products has been influenced principally by two factors:
Wartime trade control abroad arid econiolirc ipliProvemient at home, Th former
checked our farn exporIs, while the latter increased agricultural imports.

EX POIRT8

Since wartime trade coritrols Ili the leaditriF niporthig countries have been
directed to tie curtailuent of all imports considered nonessential aind since tire
items now urgently needed by those countries are practically all either muanu-
(actured products or inetals, trade Ii inrrot agricultural itenns ha suffered. An
important exception s American cot ton, exports of which hove bren high for a
rumlur of reasons-some of the emlor one rot aursooiated with the war. Some
exccptious of less limportanrce (frort the point of vie% of tile value of trade involved)
ore soybeans (exports of which were inore than tripled), caned fruits arid vege-
tables, rnd drlid poa arid beairs.

For the 6 months, total agricultural exports were 7 percent below the very low
level of the corres4podiig period of 1938. This cornpires with noiagricirltural
exports 23 percent above the 1038 level. Furthermore, if cotton Is taken out of
tie ngricriltural figUres, tiey show a 30 percent. deeliue from a year ago. The
data are as follows:

United ,S'tats domestic exports, July- ecember 1.98 amd 1931)

Irlerkw i 'rc1ltAR46
1835 1W38 (+) ,T de- ofi IrnCree&

cream s (-) or dcreAm

Million Milrlion .sfrlrtorn
dollnci dollar dsollrrt Perel

Total ................................................ 1,487 1,720 +239 +1

Noinagricultural ........................................... 1,072 1,339 -2 7 +23
AgriculturAi .. .... . . . . . . . .. 41A 3.57 -28 -7

Cotton .................................................. 110 17 + +Q
Other agrlcIultural ......................................... W5 212 -93 -30

Tre war period. - 
The belligerent countries (United Kingdoin, France, Canada

Union of South Afria, Australin, Germiairy, arid Poland) took $43,000,000 less of
agricultural products front the United States during the 4 first month of tire war
than ur rirg the corresponding 4 moroirths a year earlier. This was true irs spite
of the fact that they took 67 percent more cotton tal during the earlier period.

The lprincilpal country involed, from the point of view of Its iipliortance as a
market for United Sta s agricultural exports, is the United Kingdom. United
states agricultural exports to the United Kin lom declined from $120,000,000

during tire Hepteber-I)Ceciber period of 1938to $88,000,000 during the corre-
sp dn perI of 1 039. If cotton exports are subtracted front these figures,

ION, MMo a decline for other agricultural exports from $109,000,000 to $42,000,000,
or 41 percent.

rhii decline i exports to the ielligerent corrtries was roughly offset by &l
Inereuse in agricultural exports to tie Erolpari neutrals, cietly the Netherlands,
Sweder, Italy, and Spain. There was also a slight rise in agricuiltirral exports
to the Latin-Arierlcan countries.
The coiniodities that have appeared to suffer riost from wartime controls are

the fruits (especially fresh apples and pears), the grains (especially wheat), anid
fiue-cured tobacco.' Total exports of apples and what grain during the war
months were only slightly more than a third of their level during the Sale uiionrth
of the preceding year, Arid those of prunes, pears, arid flue-cured tobacco each
about half.
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IM POTs

General eonomic net ivity In the initmi States wits coitilderahl greater during
tht ,NulY-lDoeiiiher Iwriod of 1111 tiui h clticrg that of the crevln' cV yv'ar. The
]'ederil Riovirvo Iloard index hows ltnittd Itatei produictiohn Of I iccfuicturccd

(rticklut to hca ve beeon 23-tperent, li gher. Moreover, thero was wlilempread alitic.
lritihm fof ftrthtr Impr!irovelu en t,; Ro that' Itl ylc g tooik pltc cotnti only to inet cirrentm

neies but also to Inr i1eitm stocks. Thits ol tmitlt wisc reflected in cc 20-ptrcen1
Ihncrset In lliil ted Stactesio imports,.

The lropcituncoIl increa-t, ww grecatiut, (32 wrcccnt) for i he grimp if c(4mple.
nntitary aigriccirtiral proltt-, th aro, not, prodcid In Ihue lidted Stiteti nd not
mterehangealle in time with Iifted Stites farm products. Tihe victif (hecienits
fi t to iticreomt for tthis group wore i rise of Inore than 80 percent II the vaihle :t
rubir Ilporte umi one of $28,000,0M in raw-silk imports, the latter die entirely
to ami tIncream, In price.

Nonagrlivltnural imports rose only 15 percent, cll( linporti of smpplemenrtarv
agricultural products (those that snitIlicnhent the otput, of Americin farnc)
rose 17 percent, or $40,000,000. The leading ltetl in Ie latter rise were a
$17,000t)00 I nurwnas In thie vthin of snugar Itmpirti (retteet hng largely a price
aidvauct), a $7,000,000 ineireaiue in Ihie vialmue of dutiabhc-wotl Imtloreis, cd a
$4,t)000 Increat in t hose of tidles and skirs.

The rise that ham protAbly received thc greitet, attentilic, however, Is that
wtch took place icl atthI tinpi)rt, it resuciuise to the rctat.icly high prices In thil
coiiitmr atid their favorable rittio to feed price. Il)ortm tinjug the 1930 period
wele 85,M0 head Irrger tihmi hiring the 10)38 peril. The group mtcciktllg the
large. rise (38,)00 hed) wvere thost, (if Imdlum weight (. e., tic 10381, tIce weigh-
Ilg 1it'5 imOts or over but less than 700 conctcts each mid, In 113, t.come ill he
even ii, mretlniited bracket between 200 ciid 700 tiociclrs), This devehilivm t is of
special Iteretst ill view ccf the fact. that the tariff on this medium-weight group
lhas not I tuce lowered ledr tho trade-igronentc program, but. rmmiriim at the
level of 2 6 ceits per pound established ic the 'CTariff Act of 1130.

Not all agricciltoral tini icrts rose in resl)onso to it proved (Idumemce deimad,
Some itevti that were Imrtoitcd iti smaller atomict liriing the *Jh*,y-D)ocember
pilod of I 139 than hin the 1038 period ar, hutter, limits (especitillY rosh and
cicmd pork), eiitton, olteake and mcenl, a number of fruits, barley icct, wheat (for
doiiestic usc) sine vegetcile oiii (icehlcdlig tCclg, cococcict, corn, and co

t
toc-

secd), copra, iAcxseed, leaf tob teco, anid a iumicer of vegetables.

Senator Lk FOmarxr. r. Now you state "Conceivably the program
might lieed o be strengthened" to meet, the new situ nations as they
arise," Miat, devices, if any, has the )epartment of Agriculturo, or
ha , you as "he Secretary 'ha1d unt, (' considoratiol as a mecs of
strengthening this program and implementing it in order t1at, we
might take some action to protect American agriculture from the
impact of the totalitarian economic policies of the belligerents?

Secretary VALAC E. That, is a generalization, Senator, We have
Ito specific meas'ires in mind at the nIonceit.

Senator LA F'cLETTE. Have you looked into this so-called market-
basket plati?

Secretary WALACE. Yes; we have looked into it.
Senator LA FoiLTTErrY. Well, will you furnish the committee with

all of the information that is available on that plan?
Secretanry WAiACE. I did not know tha t any such idea Lad been

piut forward in the doinite form of a plan. I 'am not aware of any
such definlite plan.

Senator LA Fom,rrrE, If the De apartment or the experts in the
Department have been considering this matter, if they have prepared
any data on it, if they have gotten any information or memoranda
wlich would be help ul to the committee arnd the Senate, I as one
inember of this committee would very much like to halive it:

,Secretary WALLACE. I think there is very little we have, but we
will be glad to furnish you what we have.
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S01natot' LA 1"oY~i~vrr'. Has the 1)eptirtnent or have the experts in

the 1)epartnient or tiny of its divisions given ally consideration to tiny
%Ietio011n01 relating to the imipositionl of at tatx oil 11un1itions find the
1ti1hation, of tht im a oe to assislt agriculture in going through tho
period of thisi war situation?

-A T'Otary NAA,A CT. Somne11 stggVsted thalt idea in uI off "411 11 r dl1
%ay to cetan nlC'ubprN of the' UDQ])lillnt, but I dmi't know wilether
ani, work. whattever haI3 beeni done to mneet the request.

LA F'OLTTE'ri'. If t he in foria tion has beeni gatihered , any
informzation, ao' if it is iii tin' prociss of bWing gat hered, if it is a vnii-
ibie atl iliy t ie IioOI th te d111e Whien the Sea te ltts Oli th is 'eSOl u-

tionl, wold~ Nyou be So kintd It5 to furish it to thle ('oinunittee?
Secretaryr WA LlAC ix If t Itej is lyl lng Of tAe sot in existii0,

I don't kno;w whetheri it exists or nlot, Senator.
s('llatoi ' L , t, ;rii I put it in tim lt formi
Now I1"Is till' Del )IiC111iit'it St id 01' had an113 i)Iiformation1 in its

Eo0j4i0S11 to 51111W wh eth1e~r these agrt' its and diicevice's wich('
li iigrent, naltionls ire Iiikiiig between thiemtselves and with other

nenItiadIs, a1side front the United Staltes, ceC~~irning,. tilie period for whlich
tinise.~ t 'enlen t's aie to tint11 ini other wvords, whletle I. t' nount t hty Aire
to i'ii I)loiitd th liessat25io o01f hostilities? I haiive bieen to~ld 011 (atlie
pwgrIni (lt5,LSrt 11(C's .Xl1 ii llpie, tha G111(rea t, Britin IC timdo with TPu rkey

"Ii regilil t Ct oiii (cco is to iii a for 2.5 'Clii t'. I Cdotn't know whether

ID'iai'tiielit lois ioiy,) infortiimti aiitiig t iiiit ute.
Svcre tii''' 1~ A11iA ' 1 I ol'o Nv' Ilii e 'ICo lii'i i (fit lit in foCiillutith

M thde pricSC'iltt 10110
Sclatot' I,.% iitEi~ Is it noI ) Ct, 1,t y i a jilottant fronj Iut hi tilie

et't tiVi' illd OWI tll' gisi it ti Vi itr ilelivs of the C' vi rot itit to ki onr
%illi lCtilthe tetidetiy'. ini these tmgrevllen'tts 1111( ai'i'iitgeliients is to

see'etarx I. LACE I ilve bieen itifotnieul by bothI thle Brit ish
Atiulitissiu or' ad( Lhe c'tin eC ild in In' i ieitr (Cf tim' Brits P o I Eta husy
tIllot, the illfrtilltion whticith hiie i boo avaiaiible toC thle Attieriviani 1mopio
inl ti lmv I mm05 lois111 tl n I't ac irt itd 'gni to the ruPit iL m~i croit,

the niti (C, Allt t hom)5 cCnii'L'i'51 t1015have not, yet, conic toi pass.
Sento r 1ii % o~~Err: Are thiest agriene il s ect et inl ('loracter?
Secret ti t WA iLiA (IT I iiV (X 1CCt hai tici t ii )' oi h itit iil for a delad i'~d

Coil vel'at'i' l 11withI thes 'it' lllivili 1as 't, an11d I ill ]lot kno1w thatI

I1C bV ar ty et readC~y to 11WeI thie t'(Cit'sains, liit I1tISSlihti C t loat they
\Vill lie f(ot.li"ouliitg shortly.

SeVllfltO L1 A I'0LLETTH. if they aie secret ill l'lliictei, t(lieu yoni tire
tAnt tiMOMsi us to whether' th ere is anyII illfrmn ot t iailliI to thle
executive MUMSn'I of' the (iovcinunnt?

Soce'at' v A ACE So fill us5 I Ltion., there is tione0.
Sentoi' ( Mrl'~. . Secret lix', what tile wileat, growers iof illy

pulit of thet' country wou0ild vspeiailly like to know, is why, without
r'ciprocail tradlue tigiemeats, lu ring the Woilul Wiir tey, lit o m-
iierouis cond~itionms so fiir' as thei' stride. was cocmierned, 111( at big do0-
ti iii lit good prices, and1( 1ow we tind under this priesenit wilr with
these0 t'e('lj)1cW'O trade tgleeilienits in operations and~ supposed to lie
helping to solve tlu' s11) Tus problems of this country, thatt the demand
for nwhicat iiid ot.ho' tigricilturiaI. products is down about us low, as it
ever' has been,.
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Secretary WALLXOE. Well, Senator, you might tell these farmers
who are expressing those fears that it is my considered judgment as
the Secretary of Agriculture that the trade agreements have had
nothing whatsoever to do with the contrast between the two periods.

Senator CLARK. Mr. Secretary, you do not believe that the trade
agreements were responsible for these various European nations
over a period of several years going to work and deliberately laying
up surpluses of foodstuffs for use in the event of a war, do you?

Secretary WALLACE. I certainly do not.
Senator BA RKLEY. Along that line--you said a while ago tbat there

were vastly more storages of wheat, a greater supply of wheat in
existence throughout the world at the beginning of this war than
existed at the beginning of the World War?

Secretary WALLACE,. As I remember it, the excess was more than a
billion bushels over that of the former war period.

Senator BARKLEY. Another thng that would have something to
do with the difference is the fact that the World War lasted over 4
years, and more wheat-growing notions were involved in it than
have been involved up to date in this one, and also that if the war
has anything to do with the price, it might be noted that in 4 months
the price of wheat has gone from around 60 cents a bushel to $1.07.

Secretary WALLACE. That has been due, I think, chiefly to the
drought, Senator. We must remember back in 1015, Senator Cap-
p er, that the price which had gone up very sharply during August,
September, November, and December of 1914, went down again
during 1915. You cannot reason from a short period.

Senator GEORGE. There were very heavy purchases of course, Mr.
Secretary, of wheat and other food products in this country in the
World War. There were also heavy loans made subsequently later
and during the war.

Secretary WALLACE. To show how irrelevant arguments of that
sort may be, we must remember that in 1914 there was a very sharp
drop in the price of cotton which did not take place this time.

Senator GEORGE. That is true. There was almost no market for
it, in fact there was no world market for a long time in cotton. It
was impossible to make payments.

Senator VANDENBERO. In connection with your answer to Senator
Capper about wheat and w,.nat flour exports, have you the figures
available as to the increase to nonagreement countries as compared
to agreement countries from 1935 to 1939?

Secretary WALLACE. You mean the specific countries?
Senator VANDENBERG. The total as to the two classifications, the

nonagreement countries and the agreement countries.
Secretary WALLACE. Just for wheat alone?
Senator VANDENBERG. Wheat and wheat flour.
Secretary WALLACE. I do not have them with me. I can get them

easily enough.
Senator VANDENBERG. Would you think these figures could be

correct, that the increase from 1935 through 1938 to agreement
countries is 361 percent, and the increase to nonagreement countries
is 792 percent?

Secretary WALLACE. I would be a little inclined to question it.
Senator VANDENBERG. Do you think the increase to nonagreement

countries has been greater than to agreement countries?
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Secretary WALLACE. I don't know. I do not have the figures.
Senator VANDENBERG. Will you furnish those for the record?
Secretary WALLACE. Yes.
(Subsequently the following data was provided the committee:)

United States exports of wheat and wheat flour to the 16 agreement countries
rose from an annual average of 7.5 million dollars during 1934 and 1935 to an
average of 27.9 million dollars during the 3 years from 1936 to 1938. ThIs was
a proportional rise of 270 percent. Wheat and flour exports to all other countries
rose only 147 percent for the sano period. They went from 13.6 million dollars
for the 1934--35 average to 33.6 million dollars for the 1936-38 average.

Senator VANDENBERG. In your endorsement of the trade-agree-
ment law, do you include without reservation an endorsement of tie
unconditional most-favored-nation policy?

Secretary WALLACE. You ask if in the continuance, I would favor
the continuance of that policy?

Senator VANDENDEIIG. Well, you are endorsing the pending meas-
ure, and in the measure is included inevitably the unconditional most-
favored-nation policy, and I ask you if you would favor it.

Secretary WALLACE. Yes; I favor it.
Senator'CLARK. That is good Republican doctrine enunciated by

Chief Justice Hughes when lie was Secretary of State, wasn't it?
Secretary WALLACE. Yes.
Senator VANDENBERG. That is not the reason you endorse it, is it?
Secretary WALLACE. No.
Senator VANDENBERG. I was struck by a quotation from the House

hearings, and I should like to ask you about it in order to make the
record clear. The discussion is by you:

It seems to me that the only safe way to handle it is to conclude both loans
and trade deals to foreign countries a.9 nearly as possible on a bilateral basis.

Secretary WALLACE. I have no recollection of such a statement.
Senator VANDENBERG. That is supposed to be from a very famous

best seller entitled "America Must Choose."
Secretary WALLACE. I set forth various alternatives there, and

in setting forth the alternatives, it opened up the argument in this
quotation. That doubtless was a discussion under one eventutality-
that that kind of handling might become necessary.

Senator VANDENBERG. That is what I wanted to get straight for
the record, because the statement is attributed to you in the House
hearings that at one time you favored bilateral agreements rather
than nmltilateral agreements. That is not true?

Secretary WALLACE. Well, I just remember this about "America
Must Choose," that I set forth three alternatives, and in discussing
one alternative, I indicated that such a procedure might be necessary.

Senator VANDENBERG. Well, regardless of the book?
Secretary WALLACE. 1 don't feel that such a procedure is necessary

as yet. It is conceivable that the world might get into such a state
where such a procedure might be necessary even for the United
States. I would say that the United' States would probably be the
last nation for which it would be necessary, but I can conceive of a
situation where it would be necessary for the United States to embark
on a policy of that kind.

Senator VANDENBERG. We have already found it necessary, haven't
we, through your Department?
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Secretary WALLACE. I don't know to what you refer.
Senator VANDENBERG. Haven't we made a bilateral barter agree-

mont with Great Britain?
Secretary WALLACE. Do you mean with regard to rubber?
Senator VANDENBERG, Rubber and cotton. Aren't you making

one with China through the Inport and Export Bank in connection
with tung oil?

Secretary WALLACEL. I a1 1ot famiiliar with the tuig-oil procedure,
but I am quite familiar with the rubber and cotton trade.

Senator VANDENBERG. What I am getting at is that it seems to me
you somewhat sympathize in your statement with the i(lits1 a
realist that the trade-agreements program is not adequate now or in
contemplation to meet the whole foreign-trade problem as we are now
confronting it or as we are calculated to confront it.

Secretary WALLACE. I can visualize the time when the world would
get so tied up that even the United States would have to embark
increasingly on bilateral agreements. I do not think that time has
yet come, but it might.

Senator VANDENBERIG. You have indicated in your statement that
trade agreements have helped to keep at a minimum the amount of
internal adjustment required in the agricultural situation. 1 wts
wondering how that affects the operations, let us say, of the Federal
Surplus Commodities Corporation. It is not true that this Corpora-
tion has had to use public funds to retire surpluses in commodities
upon which tariffs have been reduced by the trade agreements?

Secretary WALLACE. ])o you have sonic particular commodity in
mind, Senator?

Senator VANDENBERG. Somewhere I have the categorical statement
that 22 agricultural commodities, I think that was the number, upon
which rates have been reduced in the trade agreements--

Secretary WALLACE (interposing). Do you happen to have a par-
ticular commodity in mind, Senator?

Senator VANDENBERG (continuing). Are also commodities which
the Federal Surplus Commodities Corporation has within the last
2 years used Federal funds with which to retire the surpluses.

Secretary WALLACE. I think it might be interesting to look into
the particular commodities if you happen to have one in mind, just
offhand.

Senator VANDENBERG. No. I have seen the general statement,
and I am asking you whether it is true or not.

Secretary WALLACE. I don't know whether the statement is true
or not. The statement, I believe, was made by one of the members
of the House Ways and Means Committee on the Republican side,
but I have not verified it to see whether it was true. I engaged in
some discussion with the gentleman in regard to a particular com-
modity. The argument was going along very much as it is here now,
and who we got down to particular commodities, the argument
seemed to amount to very little indeed.

Senator VANDENBERG. Well, I can give you a commodity in pros-
peet, because I happen to have looked into this. One of the agri-
cultural commodities in the pending Chilean agreement upon which
the rate may be reduced is white beans. Whether it is or not remains
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to be seen; we will know after the final secret conclave has taken
the country into its confidence. The Surplus Commodities Corpo-
ration has purchased large quantities of white beans, lies it not?

Secretary WALLACE. That is true.
Senator VANDENBEInG. To help the surplus situation?
Secretary WALLACE. Yes.
Selitor VANDENBERG. Well, it, would not be logical, would it----
Secretairy WALLACE (int(rposing). 'White beans also are on the

stiS11p ])ltl as well.
Senatoer VANDENBEIRG. Well, it would not be logical, would it, for

the State Department to reduce the tariff oi beans at a time when
another branch of the Government is buying i1) a part of the domestic
surplus?

Secretary WALLACE. It would seem im])robable that action of that
sort would be talcen.

Senator VANDENIEEG. Whether it is improbable or not, is not the
question. The probl)ailities are something else. You would not
think it would be logical, would you?

Secretary WALLACE. Oh, I am not so sure about that if a greater
ood could be attained. If having the friendship of Chile were a very

important matter and if the tariff were slightly lowered and a few
beans came in under a quota or something of that sort, my logical
mind would not Ibe hurt in the slightest if a greater good were attained.

Senator VANDENBERG. Have you any idea whether a greater good
would be attained?

Secretary WATL,.,CE,. No.
Senator VANDNOEI . lEG the same connection, using that as an

example--- -

Secretary WALIACE (interposing). You could conceive of an
examl)le where we got some very great concessions from Chile and
worth a great- deal to this country. It might conceivably cause the
workmen in this country to eat more beans in this country than would
come in from Chile. Therefore, it would be desirable to go ahead and
do that. If a little concession like that was all that stood between us
and an agreement, ati the concession were protected by quota and it
represented let us say one-half of 1 l)ercent of our consumption of
beans. in such ease I would not hesitate to give the assent of the De-
partient of Agriculture to go ahead with the agreement. I question
whether that kind of a situation would come up, but if it did, I would
go for the greater good rather than for the lesser good.

Sector VANDENiERG. 1 understood that it had already come up in
connection with 22 commodities, and would you have a study of that
put ill the record for me for my study find i lumination?

Secretary WVAl .,Akci. A study of 22 conunoditles?
Senator VAN oNBiI:M. This'might be a laughing matter to you, but

it is not to me.
Secretary WALL.ACE, ('Coul you list the 22 commodities, to help us?
Seallto0r ANDi:NisNBEc. Yes, 1 can help you that miuch. And if you

couhl also give me -. ((o not thinkl it. is finny tt till to see oue branch
of the( Government using Federal money to acquire surpluses, and(
another brtmch reducing the tariff' on the very commodities of which
there is a surplus, with Government funds being used to acquire. I
(10 not think tltit is funy.
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SeretaryWALLACE. We will try to get the figures for you, Senator.
Senator 1SARKL.Y. At least the fact that the Federal Surplus Coin-

modities Corporation is using beans now as one of the objects of its
stamp program was not inaugurated because of the prospective trade
agreement with Chile, was it'?

Secretary WALLACE. Certainly not. But I would like to have the
Senator give, for the purpose of the present record, some particular
commodity which is being affected in this way.

Senator VANDENBERG. I wilt give you the whole list.
Secrettry WALLACE. I think it might be worth while for the Corn-

mittee to have a little discussion with regard to sone of these com-
modities if you could bring them forward right now.

Senator VANDENBERG. You are running the Department of Agri-
culture; I am not. And you ought to have more information about it
than I have, and I am riot asserting that there is anything right or
wrong about it. I am simply seeking information. Are you paying
any export subsidies--

Secretary WALLACE (interposing). I remember they urged that
with regard to grapefruit, and the argument practically evaporated
when we got irto it. You won't object if we put in sone information
about each one of these commodities?

Senator VANDENBERG. That is what I want you to do. I want the
truth, I want to know the truth about it.

Secretary WALLACE, That will be fine.
(The information referred to follows:)
Apparently Senator Vandenberg refers to the list of commodities

introduced ii connection with the hearings of the Committee on Ways
and Means of the House on the extension of the Reciprocal Trade
Agreements Act (vol. I, p. 469). This list includes 19 agricultural
products (apples, beets, cabbage, carrots, cauliflower, celery, cheese,
eggs, grapefruit, grapes, milk, canned peas, dried peas, fresh peas,
potatoes, raisins, rice, tomatoes, and wheat cereal) of which purchases
were made during the fiscal years 1937-38 and 1938-39. In the fol-
lowing paragraphs tIe actual situation during those years With respect
to each of these commodities, as regards the relation between the duty
reductions in the trade agreements and Federal Surplus Commodities
Corporation purchases, is indicated. An examination of these para-
graphs shows conclusively that, with a few exceptions noted below,
duty reductions have rot been made on the same kind of commodities
or at the same time of the year when Federal Surplus Commodities
Corporation purchases were being made. The few exceptions relate
to duty reductions on certain products in the trade agreements with
Canada, on which Canada granted the United States the same or better
reductions and on which we export to Canada larger quantities than
Canada exports to us. In general, the whole discussion provides an
excellent illustration of the great care that has been taken in the trade
agreements program to make duty reductions in such a way as not to
lead to serious competition in our domestic markets.

Apples.--A duty reduction on apples was made in the Canadian
trade agreement. This reduction was nade as a very minor compensa-
tion for the important duty reductions made by Canada on .a long list
of American fruits and vegetables, ixiluding apples. Imports of



111EC1PROCAL TRADE AGREEMENTS ACT 73

apples from Canada are negligible in relation to our own production
or our exports. In fact, in an ordinary year the United States exports
a considerably larger quantity of apples to Canada than Canada
exports to the United States.

Beets, carrots., cauliflower.--Unitcd States duties on these products
were reduced in the trade agreement with Canada. These reductions
were tnade as a small compensation to Canada for the very substantial
c01oessioLs Canada made to the United States on the seine products.
For instance, Canada reduced its import charges on carrots 68 percent,
on cauliflower 62 percent, and on beets 54 percent during the season
in whichk Canada is merketiur the same ve tables, and reduced the
ditties by 66% l)ercent on the same products during the oIY season.

Since the United States ships vastly more of these products to Can-
ada than Canada ships to the United States, it was obviously in the
interests of the United States to make this arrangement. In the 2
fiscal years indicated, the United States imported half a ton of beets,
135 tons of carrots and 20 tons of cauliflower. Not one of these items
is equivalent to one-tenth of 1 percent of our domestic production.
Furthermore, Federal Surplus Coimmodities Corporation purchases
of these commodities have been made only in local farmers' markets
when prices have fallen temporarily because too many farmers mar-
keted their products at the same time. These very small imports are
not related in any way to Federal Surplus Commodities Corporation
purchases.

Cabbage.-A duty reduction on cabbage was made in the trade
agreement with the Netherlands. Imports of cabbage from all sources
have been extremely small and consisted largely of early cabbage from
Cuba not of the type purchased by the Federal Surplus Commodities
Corporation. Federal Surplus Commodities Corporation purchases of
cabbage have been made chiefly in local farmers' markets in which
imports are not a competitive factor. As a matter of fact, the small
amounts imported enter principally when we have short crops and
high prices.

Celery.--The duty reduction on celery granted in the trade agree-
ment with the United Kingdom was limited to imports, coming from
the British West Indies, during the period April 15 to July 31. The
Federal Surplus Commodities Corporation has never made any pur-
chases of celery for surplus removal during the months when imports
occurred at the reduced duty.

Cheesc.-jIn various trade agreements the United States import
duties on several types of cheese have been reduced, namely Edam
and Gouda in the tra(le agreement with the Netherlamds; Swiss or
Emmenthaler and Gruyere process cheese in the trade agreements
with Switzerland and iVinland; Roquefort and blue-mold cheese in
the trade agreement with France; and Cheddar cheese in the trade
agreement with Canada.

There have been no Federal Surplus Commodities Corporation
purchases of any of these types of cheese except Cheddar cheese
and, in fact, of the various types listed only Cheddar and Swiss are
produced in significant quantities in the United States.

During the 2 years examined, Federal Surplus Commodities Cor-
poration purchases of cheese were made only in June 1938 to relieve
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a, temporary enlurgeoicy condition, Itese purviltso were made at
v. tine when imports were at AL usually Iow levl heciiuse of the
low prie ill the United States resiltiiliZ from tll overs1pply of domsltic
CCldu' cheo0e.

l1g~s, T-The duty o i'ggs wag rnos ced in the tr'de igreelneit wilh
CaWNa froni 1O o 5 c, tlts ])r dozen and t tlm saio time (aiimda
madeo a similltr roli'tioniin its dilty on eggs front the Unlited Stoles.
Since the Unitd Stlates exports more eggs to CaCnada h n (Cnda
exports to the United St n tes, it walS 0 iviously to the cdvantigte
of this coulltry to oiiclp( this arrm)gemunen t since it Iredvces ihw
doilestic surp1)lus which is ile (oleril <f til Fede ral Snurplus Con-
Ilildities Corporat ion.

('raprfruit.-.-The d(uty reduction on fish grapefruit is limited to
import from Cuba during August and Sptember, the 2 months
preceding o1' o )uirwipdAl innrktiiig ,easoli, when domestic. shiplments

ire very light. l The Federal Surplus Commodities Corporationdid n)(, Purchase 'fresh -I'llpofrtfit for surplus reilowal during tiny

1oth ill which imports occurred tit the red ued ,uty, United States
exports of g1ap)ofiit, aow corsistenitly fm y times imports,

Grpf's.-.'The duty on fresh grapes has not been reduced in any
agreement, although the duty oil hothouse grapes was bound lit the
existing tarifl rite in the trade agieeenint with Belgium. lothouso
grapes ire a very high-priced luxiimy food, frequently retailing for as
much as 75 cents per poul. They. an, not in tiny way comparable
with Iederal Sur s uhs Coimodities Corl)oration plurchases for which
the average price is a little over 2 cents a Pound.

W h ole d Flk.---In the seond trade agreement with Canada the duty
on whoh, milk was reduced o1 n animal quotat of 3,000,00 gallons.
lowevr, in 1939, the first year undeer this arrailgelnent, only 7,214

galloi,s wore actually imported. The insigniiicauce of imports i1
relation to Federal Surplus Commodities Corporation purchases is
shown strikingly by the fact that our total imports of whole and
skimmed niilk and buttermilk in the 2 years covered by Federal Sur-
1)lus Commodities Corporation purchases amounted to only 22,000
gallons compared with Iederal Suih is Commodities Corporation
purchases of 18,440,000 galhns.

Canned peam.-The dity reduction on camed peas made in the
trWde agreement with Belgim was limited to peas vidued at 10 cents
or more pvr pound, a product distinctly in the luxury class. I)omestc
canned peas of the kind bought by the Federal Surplus Commodities
Corporation were of the ordinary type which average from 5 to 6
cents pei ptond.

Dried Peas.-Tliere has been no duty reduction in any trade agree-
mnnt on dried lPeas, although there was a reduction in duty on split
plls in tile Netherlands trade agreement. The Federal Surplus
Commodities Corporation made no purchases of split peas during the
period under consideration.

Fresh pcas.--.In the tra(le agreement with Caa1oda. the (hlty on fresh
peas Nwas reduced (during the period from July 1 to September 30.

here have been no imports of fresh pieas from Canada or any other
place at tims tile Federal Surplus Commodities Corplorati n was
making purchases of fresh peas.
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tPoeitoe,. t-dUCtiOls it) Uited States Iuties ol j)otatoes were

haltde ill t1ie iigreemienit Nwit!h Cu)0 for it liiitell8d sen) p011 riod ad
to C(ll)l wit'l respect to it limited quota bo1 it) rca'Ird to seed po-
tntiies aml in regard to table poittoes. Tie redwtion to Cuba
applies rily diiing tl 0 oths of, I)eceller, Jiutiir y', 01( Flruiaiy.
'flue only lerilral Snrplls Con dlities Corporatiol purclises made
during these wil ter 1111 t his were of old-crop pofituto 0s from the
Western States. Sneb l)1ottoes are not sold to i ie sme trade as
the Iiiglier-pricei elcl'y (now) potatoes iiuporteiI fom (011a in to the
Niu ten Stites iii ti %i6ter moriths. Moreover, (ilim is i import-
alit nt rke,1 foir Aiieric njnpolito duiririg oil nni Imaini rokti g season
tmud tie Il.ite States obtairieid I substiitiail coicession from (uba
with 1espec(t to potatoes.

11) lie case of ('iildl the (l lutv reduecti(l o1 Iotatoes wIls ill respect
to bolbh seed potatoes 1ad tale potatoes, both oi11 a limited (fliota.
Approximately 95 percent of our total imports of potatoes during the
2 fiscal years covered by Federiil Surplus Comniodities Corporation
llf-yllmses were certified seed potittoes which coilnmand ii premium,
nim~ce and are imported for the benefit of the potato gr(wer, he
Federal Surplus Commodities Corporation purchases no certified
see Iotatoes.

The concession on table potatoes to Canada is a striking illustration
of the care taken in the trade agreements progrant not to permit
increased imports at a time of heavy supplies in the United States.
Actually, the duty reduction on table potatoes applies to only
1,000,000 bushels except in years when the United States crop falls
beliw 350,000,000 bushels. In such years it is not likely that any
Fe(leral Surplus Commodities Cor oration purchases would be
necessary. In exchange for this, Canada agree([ to permit free entry
of American potatoes throughout the year except for a brief 6-week
period from June 15 to July 31.'

Raisins.--In the trade agreement with Turkey, which went into
effect on May 5 1939, the United States reduced its duy on raisins
made from seedless grapes. Since the United States is a very large
exporter of raisins in competition with Turklsh raisins in foreign
markets, it is not possible for Turkey to market any significant (pitan-
tity of raisins in the United States. The very small amount that is
imported is used for special purposes and is relatively high priced.
The raisins 1)urchased by the Federal Surplus Conmodities Cor-
poration were Ii much lower-priced product than the imported product.
on which the duty was slightly reduced.

Rice.-There ls been )no reduction in the duty on rice as such.
There was a reducioa itt 11e duty on a finely screeied type of broken
rice, known as brewers' rice, in the trade agreement with the Nether-
lands. The Federal Surplus Conimo ii ties Corporation has bought no
broken rice of this Iinl anl the type of rice that lulls been purchaIsed
l)y the I'ederal Surplus Commodities Corporation could not have
been converted to brewers' rice except through further processing.
In fuel, brewers' rice is a byproduct obtained- from screening% out
whole grains, Incidentally, rice growers have benefited substan-
fililly ntlder the trade-agreen.ents program, particularly in the marked
reduction in the Cuban duty on American rice. Exports of American-

215171-, 10- --
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d1110d rice to Cuba have increased from 261,000 pounds in 1934 to
209,253,000 pounds in 1939.

Fresh toinatoe ,--- The duty reduction on fresh tomatoes is linite(l to
imports from Cuba during 1)ecemnber, January, and February. Tile
Federal Surplus Conunodities Corporation has never made any pur-
chases of fresh tomatoes for surplus removal during these months.

1'Vheat cereal,- Thje duty on cereal brealfast foods and similar
preparations, processed further than milled, was reduced in the
agreement with Canada. Tie wheat-cereal purchases of the Federal
Surplus Commodities Corporation were entirely of whole wheat
cereals which had not been further processed than milled and were
not comparable to the duty-retluced items.

Senator VANDEN4ER. Are you paying any export subsidies?
Secretary WALLACE. Not, at the present time except on the wheat

and flour from the Pacific Northwest.
Senator VANDENBERG. What other export subsidies have you paid?
Secretary WALLACE. We have paid on cotton. We have on wal-

nuts, I believe. Sonm of the California specialty crops---I (10 not have
the complete list at hand.

Senator VANDENBERG. Isn't that one more evidence of the fact
that we are already in a period where we cannot rely upon the general-
ization of international trade agreements for the support of our
position?

Secretary WALLACn. No; I think not, Senator. As a matter of
fact, we never have liked the export subsidy plan in the Department
but occasionally situations have come up which could be straightened
out only by ie use of export subsidies. We have been realistic
enough to use the export subsidies long enough to do the job, and we
have abi.undoned them as soon as we could. We have set up during
the past 2 years as a policy that we would not use export subsidies to
gain a market which this country had not formerly enjoyed. 1'rior
to setting up that policy, we had embarked on an export subsidy for
walnuts in California. They had had a terrific overplanting of trees
there. By starting an export subsidy we enabled the walnut growers
to obtain a market which they had not formerly enjoyed. I may say
now that I believe that that policy is the wrong policy. No doubt
we shall continue with walnuts but we do not want to expand that
policy to anybody else. We believe it is a false policy to use export
subsidies to enable anybody to get a market which they had not
formerly enjoyed. In' order to regain a market which we have
formerly enjoyed it may under certain circumstances be desirable to
use the export subsidy.

Senator VANDENBERG. Is that generally--
Secretary WALLACE (interposing). And if you want to rely on pure

logic, you may do so, but my conscience is not hurt a bit by it.
Senator VANDENBERG. I am not trying to prove an inconsistency;

I am trying to prove the necessity for supplemental action.
Secretary WALLACE. I agree with you fully about the necessity for

supplemental action.
Senator VANDENBERG. 1 feel there is probably going to be increas-

ing necessity for supplemental action to meet all of these other
devices which we are confronting, so that in the final analysis the
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more generalization of trade benefits so far as it can be shown in this
distraught world will be a minor factor as compared with some of
these other devices with which we are confronted and which' we will
have to find a way to meet.

Senator CLARK, Nobody ever said that the trade agreements were
a cure-all, did they, Mr. Secretary?

Senator VANDENBERG. I have heard a great many speeches which
indicated that.

Sonator CLARK. I have not.
Senator VANDENBERG. To what extent at the present time, so far

as the agricultural export trade is concerned, (1o you find it, hampered
by these other devices like exchange control, bilateral agreements,
quotas, embargoes, and so forth?

Secretary WALiACE, Agricultural trade has been tremendously
hampered by those devices.

Senator VANDENBERG. Are they hampered by those devices more
than they are by actual tariffs against them abroad?

Secretary WALLACE. I don't know of anyone who has made an
effort quantitatively to ascertain which is the greater. But, I would
say exchange controls and quotas are probably more significant than
the tariffs.

Senator VANDENBERG. I believe that is a fair and frank answer,
and I presume that is the reason you very frankly say in your state-
meat that probably some other devices are going to be necessary,
and I would be tremendously interested in an enlargement of your
answer to Senator La Follette's question as to what we can do about
that, inasmuch as that is the major menace.

Secretary WALLACE. I think that will have to wait on the peace,
when we get into the whole question of gold and credits. We have
this vast gold store, and we iave a terrific power for good or ill in
international affairs. We are the strongest creditor nation in the
world, with the biggest market in the world, and we will have a
tremendous responsibility on the (day when the peace comes.

Senator LA FOLLETTE . Mr. Secretary, do I understand you to say
that you think we have to wait on the peace before we can do any-
thing or take any step in an effort to protect American products, par-
ticularly agricultural products, against the economic war policies of
all of the belligerent nations?

Secretary WALLAcE. No; but while the war is going on, it is obvious
in the case of the belli rent countries, that we shall have to go more
or less on a day-by- ay, week-by-week basis, or month-by-month
basis, by means of representations made by the State Department
rather than on the basis of policies provided in treaties or agreements.

Senator LA OLLETE. Tien, if I understand you, your position is
that when these belligerent nations make these agreements with their
constituent parts of their empires or with other neutrals in an effort
to win their friendly neutrality in this war, that the United States has
got to sit back here and take it? Are we in a position where we can do
something about it if we had the guts to do it?

Secretary WALLACE. Well, that becomes a matter which involves
both economics and politics. It involves all of the departments of
government and not merely the Department of Agriculture. The
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Department of Agriculture, speaking solely on beliftf of farmers,
would be tempted of course to employ an1 attitude similar to that
which you havo described, but I would trust in employing thlt atti-
tude that we would tillow it to be templered by the knowledge whicll
exists in the other departments with regard to world affairs.

SOntor LA FoLmTr 'T. 1 am not suggesting by my vigorous slang
expressions that they should not be tem.tpered ill the way you suggest,
but if YoU roeiteribc ill the period prior to our entinuce into the last
winl id our entrnce ilto the last war, we ha1d lodged strong protests
agii at the interference with our neutral rights by certain belligerents,
and tie Coinmuerce I)epartment said that there was a weapon which
we lu1A not use10(1 and that it. had become rusty l)eciuse it had not been
used, and that was the necessity of these belligerlents and their desire
to purchase comno dities which they needed for their war. I am mily
suggesting that now that we have got this proposition before uis 3 the
time to consider whether we are going to mnplenimt it and to mke
possil)le a more adequate defense of the interests of American pro-
ducers and especially farmers who are getting it in the neck as a
result of the policies of belligerent nations. That to me, if I may
amplify that statement, that to me does mot indicate any failure to
temper your policy. If you havo got one group of commodities which
certain nations have decided that they are going to buy and that they
are not going to buy out, other commodities, isn't there anything that
we can do to protect the farmer, just speaking of oe group?

Secretary WALLACE. Let us be realistic, about that, Senator.
Senator LA Fouiwrt'r. That is what I want to be.
Secretary WALACE, The countries about which you tire talking

are obviously England tind France. Germany, because of the shipping
situation, is not in a position to buy much from its. England and
France tire very anximus to buy certain kinis of goods in tiis country.
The resources with which they buy our goods tire somewhat limited,
and they naturally Want to buy the things--

Senator LA FoLLETTE (interposing). It is seven or eight billion,
isn't it?

Secretary WALLAcE (continuing). Goods which will help them most
to preserve themselves. They a.re going to pursue a, policy which will
enable them to survive. Obviously, therefore, this program about
which you tfilk is one which is perhaps three-quarters very broad
policy mnti only one-quarter economics in an agricultural sense.

Senator LA POLLE'rTE. Well, that one-quarter is pretty important
to the farmers, isn't it?

Secretary WALLACE. Yes; and it is important, of course, that the
Agricultural I)epartment do an efficient job of representing tite
farmers' interests, but-

Senator LA FOLLET (interposing). 1 am not indicating by any of
my questions that you are not doing so, but till that I want to ex-
Piloe(, here is the (question whether or not the committee and the
Congress should not consider at least and get all the iformation it
can as to the advisabilitv of some implementation if this program is
to be continued. That 'does not necessarily imean it has got to be
used, but if our experience in the last war is any guide to what our
experience is going to be -in this war, protests and representations
are not going to get is very far, and I see no reason----
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Secreatry WALLACE (in terposing). Of course, I see a great peril in
the present situation, Senator, Franting that power were included--I
don't know exactly what particular power you have in mind, but
granting the power were included, the power to (1o that which you
have in mind-and that it were used, anid as a result we forced the
British and the French to take the same quantity of tobacco and
fruit and wheat and all the other- -

Senator IA FOLLETIE (interposing). 1 do not say the same quantity.
Secretary WALLACE. Well, oi' some quantity. I say, granting that

that were done, that their purchases of ammunition were cut down
and their purchases of food were increased to some particular point,

n(id granting that the British and the French in spite of the handicap
thcl was thus placed upon then were able to win the war, granting

that all of that took place and that the war comes to an end, our agri-
culture has been expanded or has been maintained-I will put it that
way-it has been maintained on a basis necessary to furnish these
quantities of agricultural products, then the question would come,
What will be the demand a year or two after the war has ended? It
might be that the demand would still continue for the first year after
the war ended, and it might be that we would furnish credits to enable
themi to buy the first year after the war ended, as we (lid in 1919 and
1920, but what would be the situation of American agriculture after
that year or two had elapsed? That is when I see the truly great
peril coining to American agriculture, because at that time it seems
obvious that the debtor position of the belligerent nations will be so
great, their inability to buy will be so great, and if the United States
continues to have tie same attitude toward imports as we have today
rnd continues to have the same attitude toward loans to any foreign
nation that we have today, the demand at that time for American
agricultural products abroad will be reduced to such an infinitesimally
small proportion that we will have the greatest problem of readjust-
ient of agricultural acreage that we have ever had. That is the time
that I am worried about, and this proposal which you make now, while
it ,night possibly have some effect in maintaining an export nmrrket for
our products during the next year or two, would be as nothing com-
pare(d with the situation that would exist after the war ended.

Senator LAFOLLETTE. Now, Mr. Secretary, none of the questions
or statements that I have made should be interpreted to mean that I
ain in favor of a wartime exl)ansion of agriculture in this country.
I offered an amendment in the Senate just to prevent that very thing,
so far as the further distortion of our industrial economy as the result
of war is concerned. I got very little support or hearing for it, but
I am one of those who believes that many of our most serious problems
wore either originated or seriously augmented as it result of the
distortion of our economy during the last war.

Secretary WALLACE. I feel sure, Senator, that you have as great an
apprediation of that as almost anyone. I feel sure of that.
19enator LA FOLLETTE. I further feel that nothing I have said

should be interpreted to mean that I want to complicate the problems
of agriculture, but as I see it, the effects of the war as far as it has gone
have indicated an alarming tendency which, if the war is prolonged
and if that tendency grows, American agriculture is going to be so-
riously hurt.
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Secretary WALLACE. There would be this question, Senator, whether
it might not be wise to start adjusting now for that eventual situation,
or whether to delay the period of adjustment to that eventual situation.

Senator LA FOLIETTE. All that I was trying to explore was the
question of trying to maintain some of the claimed advantages that
agriculture obtained as the result of this reciprocal trade program
and to explore the possibility of implementing this program to meet
eventualities. We are constantly told here by the witnesses appearing
in support of the program that we must haw this program continued
in order to have soie device with which to protect American pro-
ducers, and agriculture in particular has been emnphasized in your
statement, and then when we get into the exploration of this stuff,
it seems to me that you indicate that all we have got to hielp us is
representations on the part of the State Department, and I personally
feel--

Secretary WALLACE (interposing). That is during the war perio(l.
Senator LA FoILwTr'r. Yes; but we don't know how long this war

is going to last. If there is any way to prevent it and maintain our
neutrality, I do not want to see the farmers asked to pay the price or
contribute the price of Great Britain and France winning this war, and
I think that right hero and now is the time to explore that situation,
because if this resolution passes in its present form we are not going
to have any device or any implements in the hands of the executive
branch of the Government to deal with this situation.

Secretary WALLACE. As a matter of fact, Senator, I think we have.
fully adequate implements in the executive branch of the Government
at the present time, but I would not want to state them for the record.

Senator LA FOLLETTE. I would be happy if you would tell me for
my own sake and comfort off the record at sonic time what they are,

Senator LODGE. Mr. Secretary, yesterday Secretary Hull did not
answer a question I asked him which I would now like to ask you.
If it is true that the principle of free trade promotes peace, how is it
that England, the greatest free trade country in the world, is always
the first to get involved in every big war that comes along?

Senator KING. There are a great many historical analogies there.
Senator LODGE. The assertion is constantly made that this pro-

gram promotes peace. I can see an economic argument for the
program, but I cannot see this argument, and I would like to be
enlightened.

Secretary WALLACE. It does happen, of course, that England has
the most far-flung empire in the history of the world, which exposes
her to many international impacts. I would not say that she got into
the war because of her moderate tariff policy on any occasion.

Senator LODGE. If she did not have so much trade and so much
shipping going in and out of England, she would not care what they
tried to do to her, would she?

Secretary WALLACE. However, I do not see how you could draw
the argument upon England's experience that a moderate tariff policy
on the part of the United States would result in more liklihood of
conflict on the part of the United States. As a matter of fact, I
would say that high tariffs are one of the things which do make for
wars.
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Senator LODGE. You are changing the subject now.
Secretary WALLACE,. Possibly I am going to the heart of your

question rather than to the superficial aspects of it.
Senator LODGE. I want you to do that. I don't want you to be

superficial. I am simply questioning this contention that this pro-
gram promotes peace, It seems to me that to defend it on economic
grouc s is an intellectually respectable thing to do, but to say that
fre trade and low tariffs promote peace when the whole history of
foreign trade shows that the more trade you have the more friction
you have and the more causes for fighting you have, that is an etirely
different proposition.

Secretary WALLACE. It seems to me it is impossible to have world
peace until such time as there are moderate tariff.; prevailing over the
world, and I am convinced that Cordell Hull in his alpproach to this
program is right in his estimation that the carrying out of this
program makes for pice.

Senator LODGE. Isn't it a fact that you and I, as officials of the
United States Government, have a primary responsibility to promote
peace for the United States rather than for the whole world?

Secretary WAI,ACE. Of course, that is our first interest.
Senator Loner:. Let me, ask you some economic questions. Has

this program helped the poultry aisel?
Secretary WALLACE4. Wet are niot on the export market in any very

significant way with poultry. I would say the chief beneficial effect
to the poultry raiser h as coie by r. ,ason of the fact that the export
of certain types of manufactures has been increased through the up-
turn in the manufacturing industries, and increased employment in
these industries increases the demand for eggs and poultry--I think
there has been some effect there--not very great, but some.

Senator LODGE. Would substantially the same answer hold true for
the truck farmer?

Secretary WALLACE. The same answer for the truck farmer.
Senator LD.,ODGE. And for the cattleman?
Secretary WALLACE. And for the cattleman.
Sonator'LODGE, And the dairy farmer?
Secretary WALLACE. Yes; for the dairy farmer.
Senator'BARKLEY. Mr. Secretary, if I may be permitted to ask a

question now if Senator Lodge is through. You were speaking a
little while ago about the impact of the war and our actual situation.
I happen to come from a very large tobacco-growing State. Formerly
a certain type of our tobacco depended on the foreign markets for
85 percent of its sale. The World War interfered with that very
largely. Italy used to buy large quantities of heavy dark tobacco
for smoking and chewing purposes. During the war she sought to
become self-sufficient by developing tobacco in Italy and some of her
island possessions in the south, so that market never came back to us
after the war was over. Now we have a trade agreement with
France. I am assuming that it would be perfectly natural for the
nations at war now to do exactly the same tling with respect to that
and other commodities. We have a trade agreement with France
which gives certain concessions that are available to the tobacco
growers of the United States, and in that trade agreement there is
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an escape clause, of course, applying to war, and as a result of this
war so far, there has been a cessation of the purchase of tobacco by
the French, by the State Department and the Department of Agri.
culture recognizing the escape clause, but at the same time seeing to
promote the development of our market, and they have been in touch
with the French Government and have considerably mollified that
situation, I am told, to the extent that I received a letter yesterday
from a large buyer of tobacco in Kentucky who has the French
market as his outlet, that lie has again begun to buy tobacco from the
farmers to be shipped to France. While the escape clause does relieve
the country of some-of the provisions of the trade agreement during
war, will not the maintenance of the agreement be advantageous
when the war is over in resuming the situation which existed prior to
the outbreak of the war? Is that true?

Secretary WALLACE. Yes.
Senator BARKLEY. Of course, I am using tobacco merely as an

example, because I happen to come from a tobacco country. Great
Britain has diverted for the time being some of her purchases of our
tobacco, to Turkey.

Secretary WALLACE. I think not to the extent that is generally
assumed.

Senator BARKLEY. Yes; I know not to the extent generally assumed,
but to some extent, and that that grew out of this situation. So, there
are a lot of diplomatic secrets that we do not all know about, but my
information is that Great Britain extended a credit to Turkey, the
amount of which I need not stipulate, and that Turkey's only means
of repaying that credit to Great Britain was through tobacco, just as
we extended credit to China and are taking tung oil in repayment,
and it is suggested if China should get another loan, they might want
to pay it in tin. The conditions which war brings create a natural
desire for self-preservation, and while it is true that our tobacco
growers are put at a disadvantage because of that situation, would
we be justified in saying to Great Britain, "You cannot buy any
ammunition over here unless you buy some tobacco in a certain
percentage of what you expend in the United States, or that a certain
percentage must be for agricultural products." How could we enforce
a provision of this sort or regulation by law or intent of this sort, and
if we were able to enforce it and take advantage of one of our largest
customers during the war, it would force her or any of them or all of
them to buy certain commodities that are not of a military character
in order that the might purchase military supplies in this country,
which they need for their own preservation, what position would that
put us in after the war is over in undertaking to maintain those
markets or to extend them in those identical countries?

Secretary WALLACE. Undoubtedly there would be very deep re-
sentment toward us and very deep distrust of us.

Senator IARKLEY. In the long run, would it be beneficial to pursue
a policy of that sort?
. Secretary WALLACE. Feeling of that sort usually manifest them-

selves in economic ways sooner or later.
Senator WALSH. Mr. Secretary, I notice in the House minority

report this statement, "Over 1,000 reductions have been made in all,
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affecting 22 percent of our dutiable imports." Can you break that
down and tell us the number of reductions that have been made in
agricultural products?

Secretary WALLACE. I do not have the figures with me. In my
general statement I indicated that only 14 percent of our agricultural
imports had been affected by reduction, and if we left out sugar, only
7 percent had been affected by reduction. I will get for the purposes
of the record, the figures which will show that.

Senator WALSH. Also the amount of the reduction in each case.
Secretary WALLACE. Yes.
(The data requested is as follows:)



ScHnEsn 5.-Sgar, molmsw, aa .sanufatrea of

NO.kh Rate Changed Modified rate Etffectiwe dateitudbaste hige

5M Sugrstn bottosslnefcaeul9 mend, Concentrated 1.2It per lb.$ (from O.61656 par lbS4 (fom Sept.3. 1StCubs (T. 0.42693.
mape, ote a ndv concentrated molasss tesing by the polari- Cue.Cuba).

s tpe abn 5surdepees, ad ali -btue Containing sga
and w by tohid above sugar degrees and not

abov 76W d) eMs oa ta ~h oul

Far eo ac ronl degree shown by the poairopic tat. 00226 per M. additional, &M per lb. additional. Sept. 3 , Cub(T-. 0 . D.
fractious ofadegee and fractions of degree

l roportion. (from in protio n$ (from

5M Molasse and sugar tsmu not provided r. .which Conti nC
soluble nomugar sollds (ex an o nsubtanee that may
have bomadded) eq t omtretao pe cetum o the total le

Tetng Dot above 48 prce ,ent uem N pm- ----------Testing above 48 per centrum total sugartL --------- a-dt-a -oec ------ 4.t additional for each diW

p er I tb of total per Iatm of ta Jan. 5, 195.I United fluglem T. .sugars and fractions of sugars sand fractions of 4973).
apm centumpInpnp apmceutm in jp- atiol. tir on. nprpr

Mo1-The ageement with iLt United Kangdom .mite the quan-e_
tity of moiesnesaod srsrups whichbmay be entered In any calendar - -
yetr t the reduced rats under thiitem to 1,5900 = gallon& Entries
me eof such quantity am to he dutb at not mom than there

in effect on the day of signature of the agrement.
5M1 Mepeua tperlbh - Stpmb ----- - I---- an.iLtMCanada (T.D.9752) MW - ------ lb -- - - J-at1W sCnadaUDes)

d L ...... . ...... 20 h e o o r e rad va T---------. - .- 1-Jan-. M United Kidom (T. -D. V
86 csor mopm pI. - -

BubjedtoqnntasUnderSogWArctols7- tfquctw becometnoperaflreand noequlvalenilimltationcunimports is imposed. duty to he 20 pmr cautrum niar genal (wcrld) rate,On September 12, ISIS the Secretary of -giutr gave public notion that the quotas under the Sugar Act of 1937 had become inoperatie- )Oa December 20, 199, a proclaim- -
tion of the President was filed with the Feea eitrgiving public notice that the said quotas would resume operation on January 1, 194- Accdrdiagly, pursuant to the

-ioso-ftitem 5M of the Cuban trade arent and of prgahnumbered 1 of Article It of the supplemental trade agreement with Cube, articles described in aid lite8 ersubject to the rates shown in the"Ra changed" coGlun fro September 12 to December 26, 1939. inclusive (T. .499&r, T. 0. 499Th and on Decambetlt, 1922, th
rates shown In the -Modified rate" column again became effective T. .(5W51.

DW sar LS cents pmr pound.
OWrsugar tOcat pmr pound.



-SovimUmn &-Taraeft and oeamefactures of

4K Wmprt1acoadfhlroae. we i or packed 'with more

4a 3W &-tbic. nMr emally prodded for, other then cigarette

01, ffeehftbcoo Wrvddm, Iff

~S 4dernosofsfknot

xupna cabm agremnt ElinoI

Feb. 1, 196; Netbarlands (T. D. 4=35).

Dee. 23, 1939; Cuba (T. D. 5M).
MAY5 123P-. Turkey (71 D. 49M6.
Jan. 1. 19W.; United Kingdom Cr. D.

Dec23 IMW,- Cubs (T. D. 50.
3an .. 1flWe United Kingdom (T. D).

Dec.19 W8N Cuba (T. D). S=M

ldwbaeco) and Scta4etobens to stotal
hbgber late but not in examn of the te



ScHEDuz 7.--Agricdtural products and provisions

Par. Articles Rate changed Modified rate Effective date and basis of changeN!O._

701

701

703
703
703

701

706

7Y7
707

707

701?

710
-710

26 pe lb ......r .------ t per lb ---------------. Jan. 1, 193; Canada (T. D. 49752).

2W per lb -------------- 23 per lb -------------- Jan. 1, I9; Canada (T. D. 49752).

3 per lb ----------------- IW per lb -------------- Jan. 1,1939; Canada (T. D. 49752).
3¢ per lb ----------------- 1MO per lb ------------ J- ian. 1,193 Canada (T. D. 49752).

34 per lb ----------------- 3 per lb ----------------- Jan. 1,1939; Canada (T. D. 49752).
2l per lb --------------. I It per lb ----------------- Jan. 1, 19 Canada (T. D. 49752).
2Y-4 per lb -------------- Ifd per lb ---------------- Jan. 1, 1939;, Canada (T. D. 49752).
33* per lb -------------- 20 per lb ---------------- -jJan. .1939; Canada (T. D. 49752).

Cattle, weighing less than 200 pounds each ....

Non.-The p t agre ent with Canada limits the quantity that
may e t the reduced rate in any calendar year to 100,000 head,
but bindstherateon entries in excess of such quantity at
Cate w hng 70o pounds or mom eah:

Cows, parted specially f-rdalry pur peces------------
o their ----------- _ _ -- -- -- - --- - - - -- - - -- - - - ....

Non.-The present agreement with Canada limits the quantity
of heavy cattle (other than dairy cows) which may be entered at the
reduced rate of I% cents per pound in any quarter year to 60,000
head and in any calendar year to 225,000 head. The duty on entries
nmexes ofthese qualities is bound at --..........................

Swine............................................................
Pork, fresh or chilled, but not frozen ..................................
Bacon, hans, and shoulders, and other pork, prepared or preserved,

hut not cooked, boned, pecked in air-tight containers, or made into
nguses ofeny kind.

Venis-si, fresh, chIlled,. frozen, not specially provided for ------------

Extract of meat, including fluid .......................................

Meat pastes (other than liver pastes), prepared or preserved, not spe-
clally provided for, pecked in ak-tight containers weighing with their
contents not more than three ounces each.

Edible animal livers, kidneys, tongues, hearts, sweetbreads, tripe, and
brains fresh, chilled, or froen.

Whole milk, fresh or sour
Ptrofdd, That such fresh or sour mil entered for consumption in any

caledar yer after 1M iu excess of 3,000,000 gallons shall not be en-
titled to a reduction in duty by virtue of this item, but the rate of
duty thereon shall not exceed-

Cream, fresh or sour
Phoided That such fresh or sour cream entered for consumption in any

calendar year after 1936 in e of 1,500,000 gallon shall not be en-
titled to a reduction In duty by virtue of this item, but the rate of
duty thereon shall n6. exceed-

SkimedmilkF fresh or sour, and buttermilk -----------.----

Cheddar cheese Whetheror not in original loaves, but not including 7f per lb. but not law than
anycheese processed otherwise than by division into peces. 35% ad val.

Edam and Gouda ceese ----------------------------- 7------------------7 perlb., but not ls. than
35%ad val.

S per lb .................

15 per lb -----------------

60 per lb., but not less
than 10% ad val.

3 per lb., but not less
than 15% ad val.

21We per gsl ..............
i0s per gal .............

2lee per gal ...........
iW- p& ib ----------------
40 per lb., but not less than

25%ad val.
5f per lb., but not ies than

25% ad val.

Jan. 1, 1939; United Kingdom (T. D.
497).

Jan. 1, 1939; United Kingdom (T. D.
49753).

Jan. 1, 19M; United Kingdom (T. D.
497M).

Jan.1, 1939; Canada (T. D. 49752).

Jan. 1,1939; Canad (T. D. 49752).

}I. 1,1939; Canada (T. D. 49752).

Jan. 1,1939; Canada (T. D. 49752).
Jan.!. 1939; Canada (T. D. 752).
Jan.1, 1939; Canada (T. D. 49752).

Feb. 1,1936; Netherlands (T. D. 48075)

it per lb ------------------

15 per lb -----------------

54 per lb.. but not leer
than 20% ad val.

0i per lb but not less
than 20/o ad val.

OW prgL -..............
6W per gaL ---.--.--.....

569iet per gal .............

2
tprgal.-------



Roquefort cheem in or4riina lim .........loav------------------------ 7s per lb
.
, but not les than per lb.. but not letan

Blue-mold cheese in original ives--------------~--55 ad val. 25% ad val.
..... ...............- 7t per lb., but not less than 5lper lb., but not less than

35% ad va. 25% ad val.
1

7
t per lb., but not less than 7f pert b., but not less thanCheese having the eye formadion characteristic of the Swiss or Emmen- 35% ad val. 207 ad val.othaler type; and Ornyore process eese. 174 per lb., but not less than 2 per lb., but not less than
20% ad val 20% ad valBirds, live: Chckens, ducks, geese, turkeys, and guineas ---------------- St per lb ----------------- 4f per lb ------------------

Birds, dead, dressed. or undressed, fresh, chilled, or frozen:
Chickens and guineas ------------------------------ b-------------- 100 per lb ----------------- 6t per lb ............Ducks and geese ................... . 10 . .tperlbOther (except turkeys) --------------_'-l- .-- --- 1 00 per lb --------------- I per Ib ------------------

713 Eggs of chickens in the shell
714 Horses, unless imported for immediate slaughter.

V Valued at not more than $150 per head ----------------------------

Valued at more than $150 per head --------------------------------

10f per doz ..............

$30 per head .............

20%ad vel ..............

23W4 per lb. (from Cuba) _241 pe r lb ------------------

5t per doz -----------------

$15 per head ---------------

17,% ad val ..............

13f per lb. (from Cuba) --
2t per lb.* .................

June% 11936; France ('P. ). 48359).

June 15, 1936; France (T. D. 48316).

Feb. 15,1936; Switzerland (T. D. 48093).

Nov. 2,1936; Finland (T. D. 48554).

Jan. 1,1M9; Canada ('. D. 49752).

Jan. 1,193; Canada (T. D. 49752).
Jan. 1. 1939;, Canada (T. D. 49752).
Jan. L 1939; Un:ed Kingdom (T. D.

497-53).
Jan. 1, 1939; Canada ('P. D. 49752).

Jan. 1, 1%9; Canada (T. D. 49752).
Jan. 1.1939;, Canada (T. D. 49752).

jVan. 1. 1939; United Kingdom ('P. 13.
149753).
Sept. 3,1934; Cuba (T. D. 47232).
June 15, 1936; Guatemala (T. D. 4S317).
May 31, 1937; El Salvador (TP. D3. 48H47).

C .................... J- -72;pr Io v... Jan. 1. ISM; Canada (T. D. 49752).
717 (a) Fish, not specially provided for, fresh or frozen (whether or not packed ' per lb. (from Cuba).. 3i per lb. (from Cuba) Sept. 3,1934 Cuba (T. D. 47232).in ice), whole, or beheaded ar eviscerated or both, but not further

advanced (except that the fins may be removed).
717 (a) Fish, fresh or frozen (whether or-not packed in ice). whole, or beheaded

or eviscerated or both, but aot further advanced (except that the fins
may be removed):

Ralibut ----------------------------------------------------------- W per lb --------------- It per lb -------------- J a n., l193; Canada (T. . 49752).Sm--re-.......................... 24 per lb -------------- 14 per lb -------------- Tan. 1, 1939; Canda ('P. . 49752).
Fresh-------------------------------------------2 per lb -------------- 14-... per lb -------------- Jan. 1,1939; Canada ('. D. 49752).wron - ------------------------------------------ 2 per lb --------------- 7, per lb ------------- Jan. 1 1939: Canada (T D. 4972).Sodih(not Including naturally or artificially frozen swordfish)- 2t per lb --------------- It per lb5---------------JIsm.3, 1939; Canada fT. D3.49752).Bela ----------------------------------------------------- t per lb ---------------- W per lb -------------- Jan. 1, 1939;Canada D. 49752).Shad and sturgeon (not including frozen sturgeon)-------------4 per lb --------------- W per lb ------------- Jan. 1, 193, Canada ( .497s2).Chub feh-water mullet leats sa), lacks, lake trout, sauges, 14 per b -------------- 44 per lb-------------- Jan. 1,1939; Canada ('PD. 4972).

tnnbes hie!II4and yellow pike.Blue pike, ciscoes. lake herring, and yellow perch ------------- 14-- 10 per lb --------------- 44 per lb -------------- oJn. 1, 1939; Canada (T. D. 497S2).CodhaddocL- hake, pollock. and assk;
Without finsremoved- i e b-----------------------------l-------------I34elWith fin removed- ----------- b-- - - ------------------ 1 If per lb-------------}J Pan. 1,1939 ;Canada (T. D. 49752).

IIn accordance with the second proviso to item 701 and Article TI! of the present tradeagreement with Canada, the President by proclamation on February 27,1939 (T. D. 49811),allocatedthe.quantitjofcattle (othertha dairy cows) weighing 700 pounds or m re each, entitled to reduced rates of duty by virtue of item 70! of the agreement, for the periodApril to D.ember3l1. I9, on the basiof8&2 percent for Canada and 13.8 percent for other foreign countries On Noveirber 30,1939 (. 1. 50), the President proclaimed, asimilar allocation on the same percentage basis with respect to the quantity of such cattle entitled to enter at reduced rates during the calandar year 1940.

716

716:

H o n ey -----------------------------------------------------------------

H on e y ------------------------------------------------- ----------------



SCHEDULE 7.-Agricultural products and provision -Continued

NO. Arile ate changed Modifed rawe Effecive date and bais of change
717 (b) Fish, fresh or frozen (whether or not packed in ice), filleted, skinned, 2 per lb. (from Cuba) --- it per lb. (from Sept. 3, 194 Cuba MT. D. 4.booed. ileed], or div aided into portions, not specially provided for.
717 (b) Fish, fresh or frozen (whether or not packed in ice, filleted, skinned,

boned, si ed, or divided into portions, not specially provided for:Cod, haddock, hake, pollock, cUsk, and rosefish --------------- 2 perb ------------ perl ------------- Jan- 1, IM; Canada (T. D. 49752).Other ---------- - ---------------------------------- 2.per.lb.------------- Wperlb------------ Jan 9 Cans"(TD4 )NOxz -The agreement with Canada limitS the qunantity of cod,haddock, hake, pollock, cusk, and rosefish which may be entered
in any calendar year at the reduced rate under this item to 15 mil-loni pounds or 15 pecent of United States consumption if such
consumption exceeds 100 million pounds.718(b) Fish, prepared or preserved in any manner, when packed in air-tight 2-7sd val ------------ 157 ad val------------ Jan- 1. 1939; United Kingdom CT- D.containers weighing with their contents not more than fifteen pounds 49753).each (except fish packed in oil or in oil and other substances). Her-

ring innoea or kippered or in tomato sauce, packed in immediateCOntainers weighing with their contOnts more than one pound each.
Fish, pickled or salted (except fish packed in oil or ir oil and other sub-stances and except fish packed in air-tight containers weigh-ing with

their contents not more than 13 pounds each):
(1) Salmon........................
(2) Cod, haddock, hake, pollock, and tusk, neither skinned nor

boned (except that the vertebral column may be removed):
When containing not more than 43 per centum of moisture

by weight.
When containing more than 43 per centum of moisture by

weight.
(3) Cod, haddock, hake, pollock, and cusk, skinned or boned,

whether or not dried.
(4) He , beheaded and eviscerated, but not further advanced

!excpt that the As -- ay be removed), and herring known
commercially as split herring, any of the foregoing, in bulk or
in immediate containers weighing with their contents more
than 15 pounds each and containing each more than 10 pounds
of herring, net weight.

(4) Herring, whether or not boned, in immediate containers weigh-
ing with their contents more than fifteen pounds each and
Containing each more than ten pounds of herring, net weight:
If known commercially as full herring, when imported and
entered for consumption during the period from December
15 to the following January 31, inclusive, in any years; or if
valued at 8 cents or more per pound.

(4) Herring. whether or not boned, in immediate containers weigh-
Ing wish their contents more than 15 pounds each and con-
taining each not more thar 10 pounds of herring, net weight.

23% ad vai ----------------

I14*perIb .............

1 per lb -----------------

'- per lb ..................

It per lb. net wt ...........

123% ad va ..............

%t per lb ...............

W per lb. net wt ..........

it per lb. net wt- - . per lb. net wt ..........

1* per lb. net wt; --------- per lb. net wt ..........

Jan- 1. 193. Canada (T. D. 49752).

Jan. 1, 1 Canada (T D. 49752).If an. I, l Canada (T. D. 49752).
% 1,9; Unnited Kingdom (T. D.

09753).
Jan. 1, 1939; Canad (T . 497-2).

Jan. L I3; Canada (T. D. 45752).

Jan. 1. 1939; United Kingdom CT. D.

497().

Feb. 1, 156 Netherlands CT. D. 48073s)



(4) ackeetSL whether or not boned, in burk or In tmia te coa-f .. w*htg with their 0ontets more tlan ia pounds

(5) Alewives, in bulk or in immediate conainers weighing with
their Contents more than 15 pounds each.

fth. smoked or kippered (except fish packed in oil or in oil and other
substances and except fish packed in air-tight containers
weighing with their contents not more than L pounds each):

(a) Salmon .......................................................
(2) Hard dry-smoked herMg, when whole or beheaded, but not

further advanced.
C C3) Smoked herring, boned, whether or not skinned ---------------
(3) Hering, eviscerated, split, skinned, or divided into portions

(out not boned).
(4) Cod, haddock, hake, Pollock, and cu k, whole, or beheaded

or eviserated or both, but not further advanced (except that
the vertebral cohun ay be removed).

It per lb. oet wt- .......... i it per lb. net wt_ .. _- Jan. 51,k1 Canada CT. . erasV).

134 per lb. net wt --------- j W per lb. net wt ........-- iJan. i, 1939; Canada (T. . 49752L

25%ad val
1Y40per lb ----------------
3tper lb ................
3 per lb ------------------

2tt per lb ..............

I 6)

Jan. 1, IM Canada (T_ D.49 _2).
Jan.). 1939. Cawda (T7. D. 49752).

Jan. 15939; Canada (T. . 49 72).
Jan. .19.39; United Kingdom (T. D.

49. ;-
Jan. 1,19M; Canada (1T. D_49-5w).

72(

721

15%ad Val-
W per Ib -----------------

I3% per lb .............
2* per 1b ----------------

5 4t per lb ......-.........

(6) Cod, haddock, bake, pollock, and cusk, filleted, skinned, 3* per . ..--------------- ft per lb.---------------Ja .1939; Canada (T.D. Vda).
boned sliced or divided into portions.

1(b) Cod, haddock, life, pollock, and cusk, prepared or preserved, not 25% ad val 2 -- per lb., but not less Jma. 1, 1939. Canada (T. D. 49752).
specially provided for, in immediate containers weighing with their than 123.4 nor more than
contents not more than 15 pounds each. 25% ad val.

(b) 'Raor clans (sakta patula), packed in air-tight containers ---------- 2% ad val -------------- 15% ad val ------------- Jan., 99;, Canada (T. D. 49752).
) Fish Paste and fish sauce --------------------------------------------- W. 30ad val ------------- 20% ad val ------------- Jan. , 1939;, United Kingdom (T. D.

49713)_
722 Barley, hulled or unhuled ------------------------------------------- 2 per bu. of 48 lbs ------- 15 per bu. of 48 lbs -- Jan. 1, 1939; Canada (T. D_ 49752).
722 Barley malt ---------------------------------------------------------- 4 per 100 lbs ----------- 40 per t00 lbs -------- Jan. 1, 1939; Canada %T. D. 497521.
722 Pearl barley ---------------------------------------------------------- 2t per lb ------------------ it per lb -------------- Feb. I, Ins; Netherlands (T_ D. 407.-.
722 Patent barley and barley flour ---------------------------------------- 2t per lb ------------------ 20 per lb ------------------ Jan. 1. 1939 United Kingdom (T. D.49752).
723 Brkwlheat, hulled or unhulld -------------------------------------- 25f per 100 lbs ------------ it per 0 Os ----------- Jan. 1, 939; Canada (T, D. 49=2.
723 ]Buckwheat flour and grits or groats ----------------------------------- x_ per lb --.------------ M per lb ------------- Jan 1.1939; Canada (T. D_ 497W2).
724 Corn or maize, including cracked corn ------------------------ 2 per o -of 56 lbs. (from 10t per bo of .56 lbs (from Sept. 3,1934; Cuba (T_ V.47232).

Cubs). CUba).
729 Oats, hulled or unhulled---------------------------------------- 16t per ho- of 32 lbs ---- 864 per his of 32 lbs --- lan- , 19w,: Canada (T7. D. 4W52).
7 2 6 U n h u lle d g ro u n d o a ts ---- ----- -- ------ ..-- -- --- .... .......... .. ......- 4 5 t p e r 10 0 lb s -- - - - - - - - -- 2 5t p e r 10 0 lb s - - - - -- - - - - a I , 19 3 9 ; C a n a d a (T _ D .4 9 7 52 ) .
726 Oatmeal, roled oats, oat grits, and snilar oat products ------------- 80t per 100 lbs ............. 10% ad vat: but not yes Ian. 1. 1939; Canada (T.D. 497M).

than 40c nor more than Ja- 1, 1929; United Kingdom (T. D.
81e per t00 ibs. 147 i).

727 Broken rice, which will pass readily through a metal sieve perforated * Wper lb -------------. ot per lb ------------- Feb. 1, 1936;Netherlands (T. D4S075).
with round holes five and one-half sixty-fourths of I inch in diameter. 1

728 Rye malt ---------------------------------------------------------- 40 per IGO lbs ------------- &m per o00 Ibs ------------- Jan. 1, !9; Canada (T. D. 49752).

729 Wseat, unflt for human consumption in......i.....in ........e- 1rad al . ----------- ad .. l ---------- Jan- 1, 1 Canada (T. D. 497152).730 Bran,shortby-praduct feeds obtained in milin- wheat or other cereals -10% ad val .............- 5% ad val -Jan. 1, Canada (T. D. 49752).
ote 'eOrs 0 ad va---- ---- pe% ad O vat Jan. 1, 1939; Canada (T7. D). 49752).730 Hulls of oats. barley, buckwheat, or othei grains, ground or unground__ per 100 lbs. -. 5¢ per 100 lbs-----------Jan. 1,1939; Caada (17. V. 49752).

730 Driedbeetpnlp ---------- - ------------------------------ $ Sperton ................. 75perton ------------- Jan. ,1939;Canada(T.D. 49752).
7 3 1 M a lt s p r o u t s a n d b r e w e r s ' g r a in s . ........... .......................$ 5 p e r t o n - - - - - - - - - - -- . $ 2. 5 0 p e r t o n - - - - - - - - - - -- J a n .1 . 1 9 3 9 : C a n a d a ( T . D .4 9 7 5 2 ) .
730 Mixed feeds, consisting of an admixture of grains or grain products 10% ad vat------------ 5% ad va------------- Jan. 1, 19a; Canada (T. D. 497,2.

with oil cake, oil-c~ke meal, mtiases, or other feedstuffs. i
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SCHEDULE 7.--Agricuftur
Par.
No. Art es

78 Coconuts ----------------

761 Plstache nuts:
Not shelled
S lled -- _----

--  
..............................

762 Castor beans

78 Poppy seed

761 Gran seds and other foram erop seeds:

Alsikeeclover
Red clover
Sweet Clover
Clover, not specially provided for _-----------------------
Rye grass .......................................

Timothy ------------------
Bentgasa (genus alrostis)--------- ------------B luegrss& - ---- ---- ---- ---- ---- ---- ---- ---- Br .................B ro m egr s --- ..... ..---------- ------- ------- ------- ------- ------.

764 Other garden andeld seeds:
Beet (exoepts ngar beet) .........
CabbageC anary .. ..... ..------- ....... ..... ....
Carrot
C elery. .. .. -- ----- ---- -----------------------------------
Sp n umt e . ... ... ..-- -_- --- --

-
-------------------------------Radish

spinach

Power_
All othr gade a ed-, no-t spe cialty- -p-rovided -fur--------

765 Lims beans, green or unripe in their natural state, when imaported
and en-teed for consumption dur" the period fromt December 1ts the following May 31L inclusive, us any years.

76 Beets, other than siar beets------------------
705 MUShrnonn. prepaed or Preserved, ote than dri e d]----------

al products and prorision-Continued

Rate changed Modified rat Effecive dst &d bmb of change

Y2 4es, -------------- ----- e................ Jan. L 1939;, Unied indom (T- D.
49753)-

2 er bb -------------- 13it per lb ----------------
iprLb ----------- 2 by t perlb ------------- a IM 1 Turkey( -49)1ztperlb ----------- ------ rt, per lb ----------------t- am ,1t 6; Braz T- D-48M ); May 3.

i 1 ,, Colomi " .D. 48258).3 p u~r .................. .6 per 100 ........ - -- - 1,1 935; -Netherlands (T- D- 48075).2Per 19..lbs-..-------164 per 1 lbs....... t turkey a- do 49).
8tper lb ------------------ 4t per lb a----- . 1, 193;, Canada (T - D.9752).8f per-lb ------------------ 44 per lb -............. - Jn- 1,139,. Canada (TD.49752)IOperlb* ----------------- leper lb..........- Ju e15, 9A Frane (T.D4816).
00, per lb . . I " ............per lb

,  
an.L 939; Canad 

- D -
9

-
)-4 perlb- . er lb ................ ja i. 1, 939; Canada (T1. 4 ).Super l ................... 20 2-per lb -............. J a. 1, 193; United Kingdom (T - 32.I49753).3 _per lb --------------. 1W. per lb .-.----------- . 1, 19; United Kingdom ('I.t 3.

24perb. It pr l b ~ . ila.1 IsCnaact 2.973
2u per lb - -------------- t jperlb ------------- J . n. 1, 1939;C Canadands-D. D.72 .fl ,per lb ---------------- 21)t per lb ----------------. Ja.l .1939; Nehelad(T. D. D49752).50perlb --------- .- l-t----- perlb - - ------------.. . . I, 1939; e-Ca da (T. D 4975 .2 per lb----------------- le perb _ ---------------- J 1, 1939, nada (T. 47 .

.pe lb, ----- ----- ........... i t per lb .................-- Jan- 1, HIM, Canadla (T. D. 47-2 .

4t perilb---------------- 3tper1b --------------- Feb. ,19W.etbrlndets ( - 9.).124 per lb---------------4 fer lb--------------- Feb. 1938;* Netherlands (TP.3 D- W71).14 per lb --------------- : Mper Ib---------------MaUy S, 1939; Turkey aT-- 249M361n per lb----------------Stfper lb --------------- Feb. , 193C 'Netrerl ads (TnD 4W071).2t per lb----------------t per lb, ----------- June 15,9M-Frnce 'T.nD 48316).64 per lb---------------- tperlb --------------. I Feb. 1, 1936; Netherlands T-D. 4071).46 per lb --------------- 2t per lb --------------- Feb. 1. 193M -Netherlands (T. 32. 48071).ft per lb -------------- per lb --------------- Feb. 1,1936; -Netherlands T. D 4W375).ljtperlb,---------------- Wperlb -------------- Feb. ;, 193&; -Netherlands (T.-) W-,5).4per lb -------------- 4
0per lb ------------ Ja .19 aad(T. D-49p,ftperlb -------------- 40 per rb. --------- ~Feb. 1,19W: Netherlands fT. 32 48075).t4t P,--lb-------------- -S3fper lb --------------- Jan. 1, 1W9; United Kingdom (T. 32.

49=5).15t per lb --------------- 4fper lb.* ------------ Feb. 1,1936 -Netherlands (T- D- 48071).W4 per lb --------------- 34 per lb----------------an. 1. 1139; United Kingdom (T. 32.
6d per lb --------------- 34 per lb --------------- Feb. 1, 1W: Netherlands (T. D2. 4805).6tperb ---------- 30 per lb,--------- -1 Feb. 1, 1M; Netherlands crn'. 48075).2W tper lb-(ft-rnCuba) 1%04 per b. (fro-Cba Sept- 3.1934 Cuba (T-. D 4-23=.

17r ad val --- 0% ad -a-------------a 1. 193- Canada (T. D. 49=.'0 per lb. on drained wt. 80_.= r.ea drained art, June15, 19; r fT. 1). ,lS.



to h _ entered for conumption during the period 3%ot per lb ------------- 29 per lb ----------------- San. 1, 193; Canada (T. D. 49512).from July I to September 30. ineh sIve, In any year-
7 9 Split peas: _ --.. ....... . .-- --------------------------------------- 2M per Ib ---------------- IyrW per lb ---------------- Feb. 1, 19W: Netherlands M' D _ 4W075).
769 Peas. aorpreseed any manner, valued at 10 centsor more W* per lb. on entire co- It per lb. on entire wn- May . 3;Belgium(T.D. 47600).

Per Pound. tents of container, tents of containr.
771 White or Irish potatoes, when imported and entered for consumption 60t 100 lbs. (from 30 er 100 lbs. (from Sept. 3,59%4; Cuba (T. D. 4723).

durb theperiod from December I to the last day of the following Cu
February, inclusive, In any year.,

771 White orIrishseed potatoes, certified by a responsible ofcer or agency
of a oreignsovernment in accordance with the official rules and regu-
lations of that government to have been grown and approved espe-
dally for i as seed, in containes marked with the foreign govern-
ment'sol tial certified seed potato tags, when entered for consump-
tion during the perio:

From March 1 to November 21 Inebusive, In any year ----------- 75 per 100 lbs_ . -. 37it per 100 lbs ----------- Jan. 1, I= Canada (T_ D. 497).
From D~menber I in any year to the last day of the followvinF Feb- 75 per lM lbs ----------- 60 per 100 lbs .-- --------- Jan. 1, LM Canada (T. D_ 497).
fauy, InclusIve.

Prwhciic That If and when the United States is no longer obligated 60* per I lbs ----------- 373Y per 100 aIb --------- Canada (T_ D. 49752).
to accord to such potatoes produced in the Republic of Cuba a
preferential reduction in the rate uf duty in excess of 20 per
ceuntum, the rate of daty under this itemduring the entire year
shall be.

NOTz: The agmment with Canada limits the quantity of seed
potatoes which may he entered in any 12-mottb period beginning on
September 15 in any year at the reduced rates to .5t,000 bushuLs of
tW pounds each, but provides that the rate on eniries in excess of this
quantity shall not exceed 75 cents per lOD pounds.

77 WhIte or frlsh potatoes, other than certified s-ed potatoes. as defined in
the precedIng item, when entered for consumP tion durp-g the period.

From Mardi I to November 30, Incluslve. in any year. 7* per 100 lbs----------... per 100 lbs - Jan. 1939-Canada CTP 4972).
From Deeber I In any year to the last day of the following 72* per ItO lbs-----------60W per 100 lbs..........--Jans. 1.19IS= Canada MT D. 497S21.

February Inclusive.
NoMg.-The agreement with Canada limits the quantity that

may be entered In any 12-month period bainntng September 15 at
the reduced rates to 100,000 bushels of M pounds each, unless the
United Stateserop of potatoes is estimated as erSeptember I by tlb.
Depmam t of Agrculture as less than, 30.000.00 bushels, in

_which event an additonal quantity equal to the waount by wlh

the stied crop Is les than 50.000.0, blishrls may be entered at
the reduced rates. Duty ou entries in e=e of these quantities is
bohc at cents e equa t abnds.

772 Tomatoes W thAr natnal state, when Imported and entered for con- 25ie* per lb. (from Cuba)-- 1f4 per lb. (from Cuba). Sept. 3,1934; Cube. (T- D. 47 .
-- sumption during the period from December 1 to the last day of the

'-Superseded.
"By virtue of item 771 of the supplemental Cuen agreement, effective Dec. 3,139 (T. D. 50050), this concession no longer includes certified seed potatoes.

-tln view offtem 77V-tthe supplemental Cuban agreement, the reduced rat. nplicable to whits or Irish seni potatoes inder item 771 of the trade agreement with Canada wil
he 37% cents per 00 pounds throughout the yeArzn a quantity-not in etett- of 1.500.000 busbsaof 60 Pounds each In accordance with the proviso w aid ieM 771 of the Canadian
agrcemen, on and after Dec. 23, 1939, the effective date of the supplemental Cuben agreement.



SCHEMUL 7.-AricUlral produces ad provisi

774

77

774

774

774

774
774
774

774

775i
775!

777(b)

779 ()

7791

781
781rj

Modified rate Efttiw dte and bsb ofce

12Y ~ ~ ~ ~ an pe 0 x------ .zL IMCaada (T. DSZ9=
1Yt ernlb. (from Cuba) -- Sept. 2, Ml5; Cuba (T D- WM.

Artice R atedmaged

Trtiand rtehegu ------- lbaPepers in their natuastu when imported and entered for rom- U perth (romCuba) .
samptlon ring the period from January I to April 30, inclusive, In

In tsnatra daeimpre and entered for consumption 13et perib. (fom Cuba)-
Sdr~

th
e period from Deember I toD the fol-ting 3fdth 3_ iZ-
erIn ayyea.

Cu bma in their natural state, when impted and mitered for can- 2od per lb. (rom Cuba)-
-nmption during the period from Dem r I to the log day of the
foWowtng Febr :, Inclusive, In any yeas-

Squab~utsz~ra'st"when importedandenteredforconszmapion lffet per l. (from Cubah.
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Senator BRowN. Mr, Socretary I thbik your statement before the

House committee-- I have not futly digested your statement hero-but
that is the ablest defense that I have yet seon of the trade-agreements
progrian. There are two or three things you said there that have not
been said here, fnd I want to call particular attention to them. I
have heard more, I think, from the dairy farmers and the cattlemen
than anything else as to our position in this program. I understood
you to say there that the American dairy farmer has 99% percent of
the American dairy products market, Is that true?

Secretary WALI:ACE. Ye.
Senator BROWN, What about the other one-half of 1 percent? It

is a rather small amount, but do we export euflicient to make up to
the farmer for the loss of that one-half of 1 percent? ,

Secretary WALLAC, Ordinarily we export just about as much as
we import of dairy products. It is a different type. It may be
evaporated milk that we export and cheese that we import,

Senator BlowN. So that as a matter of fact we do have, in effect
100 percent of the dairy market for the dairy farmer?

SecretaryWAl, ACE. That is substantially accurate.
Senator BtowN. I believe you said that the inports consisted

mainly of cheese from Europe?
Secretary WALACE. Foreign types of cheeses, Italian cheese espe-

cially.
Senator BnowN. Which are not produced here in the same qmdiaty

as is produced abroad?
Secretary WALLACE. Yes.
Senator' BRowN. What did you say with respect to the cattle

market? What percentage of the beef market do we have here in
the United States, or does the farmer have? My recollection is it is
96 percent.

Secretary WALLACH. Something like that. I believe it depends on
how you figure it. I

Senator JoHNsoN. 91,1 percent I believe is the figure.
Secretary WALLACE. With regard to the live-cattle quota, 225,000

head represent IY2 percent i)f the ordinary total United States cattle
slaughter. That is the part on which the tariff was lowered. That
represents 1 %2 percent, but we also import cattle under the tariff tbat
was not lowered.

Senator BRmOWN. Is Senator Johnson approximately right? lie
just stated here that about 91 percent of the beef market is supplied
by the American beef producer.

Senator JOHNSON, 91.1 percent of the cattle market.
Secretary WALLACI . I would not be sure of that.
Senator~ nOW N. Will you give us that figure if you will?
Secretary WALLACE Yes.
(The informationrequested follows:)
Imports of slaughter cattle and beef, including canned beef, amoun-

ted to 96 percent of total beef consumption in the United States
during 1938. The figure for 1939 will probably be I or 2 percent small-
er. For 1929 the figure was 94 percent. For 1932 it was 99 percent.
It is interesting to consider how much more valuable to the United
States cattle producer it was to have 94 or 95 percent of his home
market in 1939 than to have 99 percent of it in 1932.
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',,The figure referred ito, by -Senator Johnson probably was obtained
by subtracting from 100 percent the percentage which slaughter cattle
and beef imports bear to United States inspected slaughter of cattle
and calves. Imports during 1938 were 6 percent as large as inspected
slaughter during, that year.-; During both 1939 and 1929, the figure
was 8 percent. It will readily be apparent, 'however, that these
figures axe of less relevance to the question of the percentage of the
domestic, market enjoyed by the American producer than are those
for the ratio of imports to total domestic beef and veal consumption
(including, in consumption, not only figures for inspected slaughter
but also tboseifor ihinspected slaughter, and imports).
,, Senator BROWN. 'I also find that it was said over there, I think it
was'in your statement, tooi that for many years the American former
has been supplying approximately 90 percent of the domestic market,
and that that percentage has been going up slightly since the trade,
agreement, program went into effect.

8ecretary.NALLACE., This was in regard to what product?
Senator BRoWN,. All , agricultural, products. I will read you what

it says: ':

These exhibits show among other things'ihat for many years the farmer has
been supplying approximately 90 percent of. the domestic market, and that in
recent years the pa centage has if anything increased,
. It might be said that the American farmer produces 90 percent
plus of the American market and that we import a little less than 10
percent. Is that approximately correct?

Secretary WALLACE. Yes; that is approximately correct.
Senator BROWN. And I also wanted to call your particular attention

to a statement you made in 1936, I think before the House committee,
in which you called attention to the fact that the farmer was cultivat-
ing approximately 35 to 45 million acres for products that were ex-
ported from the United States. Do you recall that?

Secretary WALLACE. Yes.
Seniator BROWN. And that approximately 10 million acres is all

that he would gain if we took the entire American market for the
Ainiericau farmer and out out all export trade altogether. That is
tho time you said-perhaps this will recall it to your mind, this
rer~ark-:-.hat it would be. trading dollars for quarters.

Secretary WALLACE. I would say that is substantially accurate.
''SenatorBit6wN. 'That was in 1936. Has there been any substan-

tial' change? ' ' ' ' ' '', ,: ,, . ' '
Secretary WALLACE. I would want to have that ten million figure

rear nied to be 'sure that it is true under present conditions.
Senxiator BROWN. What you said is, "The greatest additional

amnouint that they could use by cutting cut exports would be 10 million
acres." You say that is approximately true today?,

Secretary WALLACE. I would want to have that figure reexamined.
''Sewiatot' 6W., I thihk it 'would 'be helpful if you could do that
apd put ' it fi the recordd. ' ' '

(,Thefigure referiedi to Were inserted in the testimony appearing on

1, SentoertaXmiV. Senator', let me ask you this.! Does that state-
metAV indicate; that if We 'lost all of' the 35 millions that wve are now
using to produce' eporis, that we would only get 10 'millions addi-'
tional by excluding everything, and that there would be a net loss
of practically 25 millions acres in cultivation?

i 96
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Senator BRowN, That is what the statement says. If we exported

nothing, we would lose 25 to 35 million acres with farmers now raising
export products, and we would gain but 10 million.
Secretary WALLACE. The trouble with the doctrine of the American
market for the American fanner is that it takes away acres from one
roup of farmers and would give it not to another group of farmers
ut i large measure to another group of at present nonexisting

farmers.
Senator BAnxLEY. That grows out of the fact that the things that

we import and export are not identical. You cannot swap an acre
in some other country for an acre in the United States and produce
the same thing on it.

Secretary WALLACE. It might result, for instance, in a great ex-
pansion of the production of flax down in southern California if we
completely shut out all imports of flax from Argentina. The North
Dakota farmer might think that he was being benefited, but in all
probability the benefit would go to the areas in California where they
can produce 20 bushels an acre, or twice as much as they can in North
Dakota. It might result in a very great expansion of sugar beets or
sugarcane in Puerto Rico, Hawaii, or California, and it probably would
not benefit the sugar-beet farmer in Michigan.
I The CHAIRMAN. Senator Capper asked you a question and read
from some press dispatch that in the last 6 months of 1939, that on
agricultural products there had been a decline in exports and an
increase in imports. Coffee is classed as an agricultural product, of
course?

Secretary WALLACE. And rubber and silk.
The CHAIRMAN. I wish you would put in the record, for the first

0 months of 1939 and the last 6 months of 1939, the importations on
rubber and also on coffee.

(Subsequently the following data was furnished the committee:)

United States imports of coffee and rubber, July-December 1989, compared with
January-June 1989 and July-December 1988

Rubber and similar Coffee

Million T ousand Million TAoutand
pounds dollar* pounds dollars

July- emniber 1938--------------------------...- -447 02,584 974 67, M3
January-Juno 1939.- ..........-...................... 517 79,90 092 71,614
July-Deco ber 1 0 ................... ................. 8

V  100,937 1,020 e7,9 0

Senator CAPPER. Can we have also the Iexports under the trade
agreement pIr6gram to foreign countries bf wheat and other& agri
cultural products? I I , f , , I

Secretary WALLAC E. I would like to indicate, *ith respect to wheat,
Senator, that it would prove absolutely nothing, because we had duri-
inga part of this period an export subsidy operating.
'-ehator, CAPPV'It., It means everything out in' Knsas to the heat

growers as to whether tho are going to' be able 'to find under th
present conditions a market'for'their wheat. '' .II-' - I - " ' "

Secretary WALLACE: The portant thing is 'not to have o-e&-all
figures, but to find a' method by wieh 'they can gbt, a 'inr asied
m arket for w heat .. ( i- , , " . . ...
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* Senator CAPPER (interposing). They have it in their minds very
strongly that they are not doing as well tinder the trade-agreement
program as they did 20 years ago without trade agreements.

Secretary WALLACE. I am sorry that there have not been more
people in Kansas to enlighten them as to the true situation.

The CHAIRMAN. It is a fact that the price has increased on wheat,
is it not? Wheat is higher now than it was 2 or 3 years ago or in 1932.

Secretary WALLACE. Why, yes; of course the price is higher, but I
would say the price is higher now chiefly because of the drought.

The CHAIRMAN. Then the record also shows that in 1933--
Secretary WALLACE (interposing). I wish to point out that all of this

discussion about wheat is totally irrelevant and has no bearing on
the trade-agreement program. We should not attribute the high
price at the present time to the trade agreements. I do not think the
trade agreements have had anything important to do with that.
That is largely the drought. But the discussion on wheat is mostly
irrelevant with regard to trade agreements.

Senator CAPPER. We have been told that the trade agreements
make prosperity for the farmer, including the wheat grower.

Secretary WALLACE. There has been some benefit because they
were relieved of that 6-cent differential, but with the war situation
coming on, I do not think even that has had any great effect at the
moment.

Senator VANDENBERG. Mr. Secretary, let me ask you just one
further question-a generalization. You cannot measure, can you,
the impact of imports in its full effect on the domestic market by
merely comparing the percentage of imports as related to the domestic
production? In other words, would not the imports as small as 5
percent have a price impact that would be serious?

Secretary WALLACE. Typically it would have a price impact of 5
percent.

Senator VANDENBERG. Might it not have a far greater price impact
than that?

Secretary WALLACE. It will average out at 5 percent. There have
been a lot of studies made on that, and they all indicate typically the
impact would be about the same as the percentage in the quantity.

Senator VANDENBERG. My observation in some industrial opera-
tions has been that an almost infinitesimal import can break the price.
You do not think that is so?

Secretary WALLACE. I do not agree with that doctrine.
Senator JOHNSON. Mr. Chairman, I would like to ask another ques-

tion relative to wheat. I agree wholeheartedly with what the Secre-
tary has said, that the reciprocal trade agreements have had little or
no effect upon the price of wheat through the years and I follow the
market very closely.

Secretary WALLACE. If you put in just a little parenthesis there to
the effect that the elimination of that 6-cent differential was of some
significant value.
* Senator JOHNSON. But even that had almost no effect, because the

English miller had become accustomed to using other wheats than
our wheat, but the thing that has affedted-
. Secretary WALLACE (interposing). Don't forget that we exported
in the last fiscal year 118,000,000bushels of wheat, and a hsrge part
of it went to England. ; , ....
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Senator JOHNSON. That is the very thing I am getting to. The

thing which has affected the wheat market and which has helped to
bring up the price in addition to the drought, at the present time is
the subsidy that has been paid, the 32-cent or the 30-cent subsidy that
has been paid during the past year on the exports of wheat. That is
the thing that has brought wheat up. It has not been the reciprocal
trade agreements, just as you have stated. Yesterday in our dis-
cussion.

Secretary WALLACE (interposing). But you should put this in. We
will say that it might take a 36-cent subsidy to export wheat to the
United Kingdom before the 6-cent differential were removed. After
it were removed, it would take less to get the wheat into the United
Kingdom in competition with Canada, would it not?

Senator JOHNSON. That is true.
Secretary WALLACE. It would cost the United States Treasury that

much less-possibly not the entire 6-cent amount but substantially
less--to get it into the British market, wouldn't it?

Senator JOHNSON. Yes; that was helpful to this extent, but the big
help, the thing that made it possible for us to export wheat, and we
could not have exported wheat without that assistance, was the sub-
sidy that was paid on wheat. Yesterday we were in some disagree-
ment as to when that subsidy policy started. As I recall it-

Secretary WALLACE (interposing). I think it was in 1934 we ex-
ported-I think it was in the fall of 1934 we started subsidizing
Northwest wheat.

Senator JOHNSON. It was stated here, I believe by Senator Clark
of Missouri, that the subsidy did not start until 1939, and I knew it
had started before that.

Secretary WALLACE. Then we dropped it for several years and
started it again. Senator Clark undoubtedly had reference to that.

Senator JOHNSON. We started again with the crop produced in
1938, did we not?

Secretary WALLACE. Yes. In 1934, the subsidy was effective solely
with regard to Northwest wheat. In 1938 it had effect for the first
time with regard to all wheat.

Senator JOHNSON. But the subsidy plan, which I presume may be
called in a sense a bilateral plan, was far more effective than the trade-
agreement plan in disposing of our surplus supplies of wheat.

Secretary WALLACE. I think we should draw this distinction be-
tween the two, Senator. The trade-agreement plan is a fundamen-
tally sound long-run program. You can use, from tie standpoint
of meeting immediate short-run effects, a great variety of. devices,
devices which typically lead to international economic warfare.
They are devices which are in the nature of a double-edged sword.
They are devices which should be' used only sparingly and in an
emergency. We have used the wheat subsidy with the specific ob,.
jective of getting an, international wheat agreement. We used the
cotton export subsidy with that also in mind, Possibly itwould be
unwise to use export subsidies unless you can hook up, with such
subsidies, sooner or later, some method for arriving at an international
agreement with regard to the particular;commodity under considera-
tion. In other words I am in complete accord with the fundamental
philosophy of Cordell Hull's trade-agreements program, but recog-
nize at the same time that in specific situations it may be necessary
to take some other action.
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Senator' JOHNSON. Are you in accord with the reciprocal trade
agreements program because it is a general lowering of the tariff
established by the Smoot-Hawley Tariff Act and it is the general
lowering of all of the tariffs established by that act?
* Secretary WALLACE, The only sound, long-time way that I can see

to get a market for our export surplus of agricultural products is to
bring about an increase in imports, and I think the trade-agreements
program makes it possible to bring about an increase in imports in a
way that is least damaging to our own domestic economy and most
beneficial toward lowering foreign tariffs on our exports of agricultural
products. It seems to me that it is by all odds the most effective and
constructive way of accomplishing that objective.

Senator JOHNSON. I notice in your testimony this morning that you
named imports as only one of the conditions. You also named the
purchase of gold as another. You named three factors.

Secretary WALLACE. You will find that that was referring to the
inconsistency of certain people attacking the trade-agreements pro,
grain. I say, some of the persons who claim to be among those
most interested in larger farm exports, oppose any means by which we
might be paid for such exports. They are against imports, they tire
against now loans to foreigners, they are against the purchase of
foreign gold. But if our country refuses to accept either imports or
gold, and refuses to extend further credit, how will it be possible to
export?

senator JOHNSON. To what extent would you say that exports have
been dependent upon reciprocal-trade agreements? Have they been
boosted because of the reciprocal-trade agreements or because of the
purchases of foreign gold? What is your comparison?

Secretary WALLACE. Well, we have estimated that the reciprocal-
trade agreements increased the market for farm products by perhaps
5,000,000 acres. I believe undoubtedly the purchase of foreign gold
has served more effectively than any other agency thus far in increas-
ing dollar exchange in the hands of foreigners.

Senator GLoRGE. Mr. Secretary, I am in close accord with your
general statement just made that the reciprocal trade agreements did
afford a promise both of a long-term program adjusted to the building
up of our general foreign trade, and that it did afford an opportunity to
approach more liberal trade policies or a more liberal trade program
with the least apparent injury to our own domestic producers. I fully
agree with that, and I am also in full accord with your statement with
respect to the use of the devices of the subsidy so far as food products
are concerned, but I think you know that I have differed from you
when you were paying the subsidy for the exportation of an essential
raw material of manufacture such as cotton but I infer from what you
say this morning that you regard the subsidy used in exporting cotton
as'a means to meet an acute situation?

Secretary WALLACE. Yes. That is what I have always said, Senator.
Senator GEORoE. And not as a permanent program?
Secretary WALLACE. Typically, I look on export subsidies as econo-

mic warfare Senator.
Senator dEoRon. I agree with you there, and especially when it is

a raw material of manufacture, because we have to meet it coming
back in the same way.



RECIPROCAL TRADE AGREE MENTS ACT 1

Secretary WALLA&CE. Of course, you will renomber, Senator, that
we had compensating devices to take care of the situation so that t49
competitive situation of our American; textile mills was not changed.

Senator GEORGE. That gets us right back into illiberal trade policies
that we are trying to avoid under the other. But as I understand,
you would not favor a subsidy on raw materials for manufacture, as in
tle case of cotton, except to meet an acute situation?

Secretary WALLACE. I would make that apply not only to raw
materials,. but to all other products as well, and I think that some of
our American manufacturers have used exactly that device to gouge
our American consumers. They have oftentimes exported at a less
price abroad than the price in the American market. I would not
restrict the observation to raw materials, and I would expand the
statement to take care of indirect subsidies as well as direct subsidies.

Senator C EORGE. I have no issue with you at all on that point, but
as I understand you, you did say that the subsidy, particularly as
applied to cotton or wheat also looked to an ultimate arrangement
by which you could avoid ttat?Secretary WALLACE. Yes. We had well warranted hopes with
regard to the wheat subsidy, that we were going to get an international
wheat agreement, and we were on the point of getting it when the
war broke out. Something of this sort must be done sooner or later
with these great raw materials which move in world trade. We must
have a world-wide understanding with respect to these great raw
materials which move in world trade.

Senator GEORGE. Is there any possibility so far as the international
agreement with respect to cotton?

Secretary WALLACE. We had the preliminary conversations with
regard to cotton in September 1939.

Senator GEORGE. You had not progressed so far as you had with
wheat?

Secretary WALLACE. No; I would. say it would be several years
before you could get along that far. You will find typically that there
are a few nations that think they have an inside track for certain
reasons, who won't get in line, unless you have some device such as the
export subsidy to bring them into line. There are nations which can
use the device of depreciated currency such as Brazil has used. Brazil
for several years depreciated the milreis very rapidly which gave tier
a temporary but very great advantage in the world cotton trade.
The subsidy which we employed to some extent offset that great
advantage wbich Brazil had employed,

The CHAIRMAN, Are there any other questions?
Senator BROWN. Mr. Chairman, I think I can read you in the

record, to save the printing of a lot of figures, these statistics in the
matter of the displacement of the domestic market by acres to which I
was referring (see p. 96.)

The amount of the principal agricultural imports that would be
displaced are as follows:

Sugar, we would grow here in acres, 2,803,000 acres; flaxseed,
2,540,000 acres- wheat only 15,000 acres; corn, 12,000 acres; oats,
barley, rye, and buckwheat, 115,000 acres- hay, 13,000, acres; cotton
510,000 acres; fruit, 33,000 acres; vegetables,,25,000 acres; and, all
others, chiefly tobacco, nuts, rice soyt means etc., 56,000 acres;, and
the total in 1938-39 is estimated by your department of, 7,564,000

101
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acres. That is the acreage equivalent of the principal agricultural
imports.

On the other side of the picture, the acreage equivalent of the
principal agricultural exports as estimated for 1938 to 1039 are tobacco,
670,000 acres; rice, 550,000 acres; pork and lard, 2,909,000 acres,
or almost 3,000,000; hay, 269,000 acres; wheat, 8,462,000 acres; corn,
3,014,000 acres; cotton, 10,110,000 acres; fruit, 804,000 acres; or a
total of 28,375,000 acres, or approximately four times as much acreage
devoted to agicultural exports as to agricultural imports.

Secretary WALLACE. And there probably would have to be added
to the export acreage the acreage required to )roduce the oats, hay,
and pasture needed to feed the horses employed on the acres growing
those crops.

Senator JOHNSON. Should there not be an added acreage for the
cattle imported into this country, the wool?

Secretary WALLACE. Yes; there should be.
Senator BRowN. That is probably taken care of under the head of

animal products?
Secretary WALLACE. Yes.
Senator JOHNSON. What is the acreage shown there under animal

products?
Senator BROWN. In the matter of the equivalent of agricultural

imports, 462,000 acres of grain and 475,000 acres of hay, which I
read, but I did not read that that related to the importation of animal
products. Likewise, on the other side, the animal products exported
consumed according to this estimate, 2,009,000 acres of grai and
134,000 oi other products.

Secretary WALLACE. It would seem to me that it would not ade-
quately cover wool. I would want to check into the wool.

Senator BRowN. It does not say anything about wool hero. It
is probably covered in the statement of the classification of the
other products.

Secretary WALLACE. It apparently refers only to plowed land and
nt to pasture.

Senator JOHNSON. I do not see how those figures prove anything,
because everybody. knows that we are a surplus producer of agricul-
tural products, and why we should ship in agricultural products to
take up 10,000,000 acres when we are naturally an exporting nation
of all agricultural products is a question that is hard to understand;
but that is the question the farmers do not understand.

Senator BROWN. You cannot continue to be an exporter of agri-
cultural products to the extent that we are now unless we take a
few of the products which these other nations have to sell.
I Secretary WALLACE. If you endeavored to cut off the imports of

these pt'oducts, representing, say 10,000,000 acres-if you cut out
those imports altogether, the result would be that the other producers
of imported commodities, manufactured commodities, would say,
just like they did when President Hoover called the Congress together
for raising farm tariffs, in 1929, "We -want ours, too." The farmer
cannot push his advantage exclusively; the others will inevitably
get on and ride, and when they 'get on and ride, they destroy the
market for the product 'of. 30,000,000 acres of export crops., That
is'the dang'"of the' whole thing that we will expose ourselves to
hbthr Hawley-Smooth'affair. 'We raised the tariffs on agricultural

products undc: the Hawley-Smooth law but we certainly did not
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raise farm prices as a result of the Hawley-Smoot tariff. As a matter
of fact, the Jiawloy-Smoot law contributed so greatly to the tying
up of world affairs that the farmer found himself in moat serious
trouble.

Senator BRoWN. Well, I might say, Mr. Chairman, that those
figures are taken from pages 1683, and 1684 of volume 2 of the House
hearings, and are based upon figures of the Bureau of Agricultural
Economics reported in November 1939, in both cases.

Senator JOHNSON. For what period do they apply?
Senator BROWN. 1938 and 1939.
Sellat or JOHNSON. Is that for the calendar year?
Senator BROWN. I suppose it is the crop year.
Senator JOHNSON. Andthe figures are given for all the years?
Senator BROWN. 1938 and 1939 on the same page, but I did not

read them.
The CHAIRMAN. Is there anything else, Mr. Secretary?
Secretary WALLACE. No.
The CHAIRMAN. We thank you very much for coming down.
I desire to announce that we will ineet at 2 o'clock in this room

this afternoon. Dr. Grady, the Assistant Secretary of State will be
bore, and I want to request that those people who have flied with
the clerk of the committee a desire to appear before the committee,
and who live here and are here, ought to be in the room, tomorrow.
They might be called before we anticipated getting to them, because
we want to expedite these hearings as speedily as possible.

The committee will adjourn until 2 o'clock.
(Whereupon, at 12:05 p. m., a recess was taken until 2 p. in., of

the same day.)
AFTERNOON SESSION

(The hearing was resumed at 2 p. m., pursuant to the noon recess.)
The CHAIRMAN. The committee will come to order.
Mr. Grady, I wish you would give us your position in the State

Department, and your position in connection with the trnde'agree-
monts program.

STATEMENT OF HON. HENRY F. GRADY, ASSISTANT SECRETARY
OF STATE'

Mr. GRADY. Mr. Chairman, I am the Assistant Secretary of State
in general charge of economic and financial natters, which includes the
trade;agreements program..

The CTAIRMAN, You succeeded Dr. Sayre in, the work with these
trade agreements?

Mr, 8RADY. Yes; I succeeded him last August when he went to the
Philippines as High Commissioner. 1

The CHAIRMAN. Do you prefer to go through your statement and
then answer questions?

Mr. GRADY. Yes.
The CHAIRMAN. We will proceed in that way, then.
Mr. GRADY. Mr. Chairman and members of the conuittee: I shall

endeavor to show myappreciation of theprivilge, of a ppearing, before,
you by making my rinarks brief id to thepoint. Y6ur cormnaittee
in view of its previous hearings in 1934 and 1937., is, well acquainted
with the essentials of the trade-agreements program which the, bill
now under consideration proposes to continue.i The Seqretary pf
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State ,has sot forth the significance of this program to our present
situation and the important reasons calling for its continuance.

It seems to me, therefore, that I can best contribute to your pur.
pose by answering such questions as you may have regarding any
aspect of the subject. My statement will therefore be devoted
mainly to a few remarks on certain aspects which I consider warrant
some special mention.

Together with the widespread growth of support in all directions
for this program, there has occurred a notable change in the character
of the general opposition which continues from some quarters. It
now seems almost universally recognized that we musthave a posi-
tive foreign-trade program of this sort, Objection of a general
nature is now confined largely to the results and methods of this
particular program which has been in operation for nearly 6 years,
This objection is based lincipally on two contentions: First, that
this program has accomplished no beneficial results for our export
trade, but, on the other hand, has caused harm to domestic indus.
tries; secondly, that it is not the proper procedure. I propose to
deal briefly with each of those contentions.

'Those who claim 'that the 22 trade agreements negotiated with
foreign countries have brought no benefits to our export trade are
generally to be found among those who also claim that these agree-
ments have injured certain domestic producers by unduly stimulating
our imports. 'This places them in a somewhat unenviable position
from the point of view of logic and consistency, since it means that
they are contending at-one and the same time, that on the one hand
concessions obtained from foreign countries in the form of tariff re-
ductions or enlargements of quotas for American products do not
result in stimulating sales of these products in those countries, but
that on the other hand comparable concessions which we have granted
do result in stimulating excessive imports into our markets.

, Without dwelling further on this curious contradiction, I would like
to comment upon the general character of the statistical methods by
which these contentions are supported. Our trade with the world is
subject to such a great variety of factors as to make the accurate
measurerAent ,of any-single influence, such as the trade agreements
we have negotiated, an intricate and difficult task.

There is, however, a clear and simple distinction to be drawn
between .tW6 methods of statistical analysis. One method is an
endeavor to ds6rtain objectively from the facts, in what measure the
indications of common sense are supported. On the other hand it is
also possible, by sleight-of-hand statistics, to make it appear that
common sense is wrong. b t. The facts: amply support the common-sense belief that where
excessive barriers to trade are reduced, a healthy stimulus to trade
may be expected. 'This conclusion has been checked and rechecked
by using various appropriate statistical approaches and by bringing
our calculations up to date whenever new data have become available.

I wish to present to the committee fot- inclusion in the record
Several de=d! , exhibits and, will confine my remarks to a brief
enmuneratilon (if, the, main conclusions shown by thes' exhibits. 'These

B' hibti' ,th~lws that; our ekpbrts to the. countries with which we
tiroe e made trade agreements have, in the aggregate, increased about

ice fast as orb exports to other countries; comparing our exports
for the 2-year period 1938-30 with the 2-year period 1934-35, the
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increase to trade-agreement countries wasl$475,000,000, or 62.8 per-
cent, and to other countries, $314,000,000, or 31.7 percent,

EXHIBIT I
(Reprint from Commerce Reports of February 17, 1940, Issued by the Bureau of Foreign and Domestic

Coinoorce, U. 8. )epartment of Coennorce]

IIEsULTs UNIoA TiE RECIPROCA, TRADE AnEEMENTS POOnAM DURING 1939
[Prepared by the Trade Agreements Unilt, Bureau of Foreign and Domestic Commerce]

There are given below tables showing the trade of the United States with
trade-agreement countries and nontrade-agreelnent countries in 1930 compared
with 1938, as well as the average for the post agreement years 1938 and 1939
compared to the average for the prca recuwclt ycnir 193,1 and 1035. In addition
to a summary table showing total trade with the two groups of countries, detailed
statistics are given covering trade with the aFreement countries and the principal
nonagreement countries individually.

During December 1939 total United States exports reached the highest monthly
figure recorded since March 1930. The increase was particularly marked in
exports to the agreement countries, and as a result the statistics for the full year
1939 show an increase of 8.1 percent for this group compared with 1938, whereas
for 11 months the increase was only 4.9 percent. In the ca8e of the nonagreement
countries a decrease In exports of only 4.5 percent is shown for the full year,
compared to the decrease of 7.9 percent shown for 11 months.

On the side of imports, both groups of countries also improved their position
during December. Imports from trade-agreement countries for the full year 1939
show an increase of 20.1 percent over 1938, compared to the increase of 17.5 per-
cent shown for 11 months, and imports from nonagreement countries for the full
year show an increase of 15.6 percent, compared to the increase of 13.2 percent
shown for 11 months.

In the analysis of trade with the agreement and nonagreement countries during
the first 11 months of 1039, which was published in Commerce Reports of January
20 1940, appropriate comments were made on the important changes that had
taken place n the composition and direction of the foreign trade of the United
States during that period. With few exceptions, these comments are equally
applicable to the 12-month period, most of the tendencies previously shown having
continued throughout December,

TAB',s I.-United States trade with trade-agreement countries and with aU other
countries, 1989 compared with 1988, and 1988-89 compared with 1984-85

(Values In millions of dollars]

Comparison of 1939 with 1038 Comparlson of 1038-89 with 1934-8

Items 19g 1939 Change 1934-36 1938-39 Change

velu0 value average average
Value Percent value value Value Percent

F~rporte, In,:udhng reexports
Tota tradesgrcmontcountrlos. 1 1,788 1,901 +142 +8.1 1757 f1,232 +475 ti8
Total, nonagreemont countries... 1,338 1.277 -N8 -4.8 092 a 1: 30 314 31.7

Total, all countries ........ , 3,_177 +83 +2,7 2,208 8,136 +928 +42.0
General imports

Total, trado~greement countries. 11m19 '1,387 +233+2D.1 3774 a942 +188 ±21.6
Total, nonagroemont eountries... 80 931 123 1.6 772 8 4 7 13.a

Total, all countries ........ -790 2,3 18 +358 +I.18. 1,831 2,139 +288 +19.6

Including the I8 countries (and colonies) with which agreements were in operation during the greater
r of the last 12 months. Only I of the agreements was in operation throughout 1935 6 throughout 1938,

1"Iby the end of 1936, 16 by the end of 1937, 17 by the end of 1038, and 18 by the end ofW1939, Inc uding the
rocrment wi h the United Kingdom coveringn also Newfoundland and the non-self-governit British

olonfes). %h agreement concluded with Tur ey became provisionally effective only on May 8,1939,
and the agreement with Venezuela only on Dee. 16, 1939. Statistics for these countries are therefore not
iftluded In the above caleulations.

These figures do not include Ecuador, ths United Kingdom, Newfoundland, and non-selfogoverning
tubh Colonies, Turkey, sod Venenuela with which agreements have been concluded but where tre perio
ng which the agreement habeen in effect Is too short to Jutitfy inluion fer purposes of comparison.

'Tue apparent discrepancy shown by these fies in aomparisen wIth the other totals is due to the non-imehuolon of' trade with Ecuador and the Unitool Kingdoem and its Crown celonise.

OCCISAL Nor,-Porcentage ehanees have been cFlculated upon fuller figures in thousands or dollars.
Source: Latest records of Division of Foreign Trade Statistics, Bureau of Foreign and Domestic Com-

aee.



TABLE 2.-United States trade with individual trade-agreement cauntries-1934-S9
[Values in millions of dollars]

Experts, Including reezp

nt coutries (in order of Dates effectivel1634 and 1938 and Percent-
effective dates) D1tes e1.i Pe 1391,

aeae average age vau

alu value change
Perusf

Total, Ic owement countries .......................... 757 1, +62 8 1,78
Cuba -.-............................ Sept. 3,1934 53 '79 +49.8 76
Belgium .............................. May 1, 1935 54 71 +0. 7 77
Haiti ................................. June 3,1935 3 4 +31 3 4
Sweden ...................... Aug. 5,1935 36 80 +12. 7 64
Brazil .................................. Jan. 1,1936 42 71 +69.5 62
Canada ---------------------------------- ----- do 3------- 313 481 +53. 6 468
Netherlands (including overseas terri-

tories) .. 75 179 +126.4 168
etherladspoe ------------------...... 6 50 97 +9& 4 97Netherlands -e - . Feb 1,1936 10 31 +200.8 2

Netherlands West Indies ------- -- 14 41 +1920 43
Switzerland k .......................... Feb. 15,1936 8 15 +821 11
Honduras ........................... Mar. 2,1936 6 6 +4.1 6
Colombia ............................... May 2D,1936 22 46 +111.5 41
Guatemaa .............-.............. June 15,1936 4 8 +93-2 7
France includingg colones) i ---.......... do-.... ---- 127 174 +36. 4 148

France prom --................ . -- 116 158 +35.7 134
Nicaragua.......................Oct. 1,1936 2 4 +43.3 3
Finland. ........................ - Nov. 2,1936 6 13 +110-2 12
El Salvador ............................ May 31. 1937 3 4 +2. 1 4
Costf Rca ............................. Aug. 21937 3 8 +179.9 5
Ecuador .............................. Oct. 23,19 (4) () --------- 3
United Kingdom ...................... Jan. 1.1939 (4) (4) . . 521

Newfoundland .......... ........ do -------- (4) () . 8
British colonies .. .... ..... do .... (4) ti) 71

rotal, nonagreement countries .............- - 5992 '1,306 +31.7 1,336
Total, all countries ..................... . 2, 6208 J 136 340 9

tGeneral imports

1,901I
82

97
so,

493

171
97'
35
38~
19
6
5
9

199
182

4
131
4

L 277

3.i:177

+7.0
-16.1-M I
+41.1
+10.5
+29-8
+5.5

+23
+-08

+28.9
-10.3
+75.6
-7.6+2&. 5

+21.3
+13.4-t-344
+35.8
+3.1
+2.1
+18.3
+79.6
+78.2
-3-0

+16 2

-4.5

+27

Percent-
age

change

'T hese futures include Surinam (Dutch uiana), the trade with which is too sall to warrant individual listing2 
UnitedSta s statistics show only a small portion of the actual exports to Switzerland, most of which are transshipped through third countries and are shown as exports to those

Countries. .Therefore, too much significance should not be attached to the statistics of exports to Switzerland.
3 These figures include all French colonies. Only France poper is listed separately.
Cu with i nts have heen concluded t where the Period during which the agreements have been in effect is too short to justify inclusion for purpose of

comparison
The parent discrepancy shown by these figures in comparison with other totals is due to the noninclusion of trade with Ecuador and the United Kingdom and its Crown

colonies.

GuZass* Nor.--Percentage changes have been calculated upon fuller figures us thousands of dolls.
SOilmrtg: atest records of Division of Foreign Trade Statsties. Bureau of Foreign sad Domestie Couiaerce.

1934 and I1938 and Perent
5935 1939 593 I 93a P-ent-

average average ~ value value ag
value value gCa

Percent Peree*Ie
774 9421 +21.61 1,155 1,387 +a01

92 105 +14.9 1 051 15 -. 733 52 +91 42 1 +18u9  W +39 +9.8

+151.6 3 I 3 +.23 4 +1, 45 42 -- & .49.2 1 031+3.9219 30+148. 260 340 +31k7 ~

3 95 +12.61 31 29 -0
46 1+79

1 20 +97.81 2 2D --4-3

16 27 +70-41 23 31 +ZZ9
7 6 -9.2 6 7 +2&5

.. .+ 49 49 -. 8
5 10+8951 1 11 +12.6 >-

68 76 +11.7k 71 81 +18Q
601 181 -2.31 54 62 +1&.5
2
( 3 +218 21 3 +1-1 1

11 19' +a.... 1 18 219 43 t3 4j +1 2 4 3 - 21
() ---- --t 3f,3 4 +960(4 1f

4
) 118 1.50 +2.

+2&
(4) (0) ----------. 161 208 +28.
s772 S8%8. +125' 916 931 +1& 6 >;
1.3~Zj+561, 961 ,318 1 +18.3 0-

tI

I
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TABLO 3.-United States trade with individual nonagreement counntries-1984-89
[Values IIn nllione of dollars, except those Inclosed in parcnthaoes, which are In thousands of dollars]

Exports, Including reexports

1,300

Per-
cclii- 1038
age %-Blue

elisl1ge

+31.7 1,336

Nonna enrccut

Total...

Mexico...........
Pananma (Includ.

tIg Canal Zone)
Doilnica" Oepub-

lie. _ -- - _
V oociela 2 ......
Argentina.lelitna...Urugualy . ........
billvia ...........
Chile .............
Perl .. ..........Austria I . .. ....
Czeeho-Rlovakla 1.
Denmiark .... ....Aeria.

Ilunuiry i.
Ireland ......
Norway .......Poland and D~an.

iI 1. _.. .. ....

Union of Soviet So-
cialist RepublicsItaly.. . . . . . .

Portugal ......

Rumania.
Yugoslavia.
Iran ..........
Turkey r ..........
Oritish India (in-

eluding Burmia)..
Philipline Islands,
Chino .......
Kwanttng ........
lpan .............
Australia ..........
New Zealand....
E YpIt .............

orocco .......
Union of South Af-

rica ........
Othor nonagrec.

ment countries...

Per.
C0ont.
ae

0c Inge

-4A3

+34 1

+33.0

+19.0+ 18,5
-18.1
-42.3-16.,4
+8,

+13.0

-85. 8

-1.3

+42. 3
-85. 2

-8.0
+11&0
-30.0

+20.0
-01.4
-37,1

+31,1
+10.7

-8.0
-3.4

-10.8
-20. 6
+4.9

-1.4

+4.0

(Ioncral Iniports

1034 1038
airi ild Per.
1935 I1WO ceot- 1938 1030
avcr- avrr- age Vall.l sli e

ll I1 0, change
\0,1afle

Per.
wihlt-
age

115.0

+14.0

+3.5
+1,4
+17.0
+52. I
+V7.3

+134.
+44.1
+8.0

+14. 1
-18.7
+10.2
+74.
+38.2

-14.3

+4.1
-3,2

+-02.3
+11.5
+00.33.0
+42.9
+30.0

+4.6

+14,1
-2.5

+30.8
-4.0

+27. 2
+71, 1
+71.0
+47.2
+5.7

+79.7

+36.0

I For statistical purposes trade with Austria beginning May , 1038, and trade with the Sudetan ae
beginning Nov. 20, 1038, as far as ascertainable, has been Included with Germany, while trado with the otherroechosloyak Provinces occupied by Germany, Hungary, and land has been Included with these coun-
tles sinIe Mar. 18 or 10, 1139.Rcct lrocal trade agreements with Tuxlwy and.Vanezuela, bocarne effective on May 5 and Dec. 16, 1939,
rspectlvesy.I Sine Aug. 2*, 1039, a commercial aggreetent baa been in effect between the United States and the SovietUnion under whieh the latter country expresed Its Intention to purchased annually Anerlcan goods te thevalue of at least $4,000 000 and, on Its part, the United States undertook to accord to the commerce of theSoviet Union unconditonal moet-ravored-nation treatment.

GUN&RAL NoE.-Peroentage changes have been caloulated upon fuller figures in thousands or dollars.Source: Latest records of D vision of Foreign Trade Statistics, Bureau of Foreign and Domestic Com.merc.

215171-40--8--

107

+20.4

+45.'

+20.7
+201.7

-71, 5-17.2
124, 7

+63.8

4405.7
+80.4
-23,0

+841.4

110.09
-6.1

+217.8
-14.8
+11.8

+28.0

+291. 0

+200.0

+40.4
+80.9
-15.3

+300.
+13.8
+30.1
+30.8
+57.3
-4.0

+41.7

+0.0

62

I I

+12.5

+33.1

-- 14.2

+32.0
+. 2

+0. 1
+21.8

+404.4
+4b 8

-20.2

+M. 5
+107. 7
+11.7

-3. 1

+02,7
-40.8
+34, 2
-50.2
103.7
2701

+51,4
+10.2

+109.0
+7.1
+.7

-04.0+,.0
+8.8
+1.8

+11.4
-340
+00.2

+M6.3

+73.8
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In the latter month exports of aircraft were valued at $28,900,000, compared
to only $5,700,000 in the same month of 1938 the total increase for the year
compared to 1938 having been $48,700,000, Exports of iron and steel semi-
manufactures, including scrap and of advanced iron and steel manufactures
also showed heavy increases in december, which brought the total increase shown
by these groups for the year up to $57,700,000 against an increase of $30,800,000
for 11 months. For metalworking machinery, the increase in exports for the
year was $15,800,000, compared to the increase of $12,700,000 for 11 months
and for lubricating oils $22,100,000 compared to $14,700,000. Exports o!
passenger cars and motor trucks and accessories continued to decline in December
showing a decrease of $18,100,000 for the year, compared to the decrease of
$12,300,000 for 11 months.

IN the case of agricultural products, exports of raw cotton for I I months were
$9,800,000 below tile corresponding period of 1938, but the exceptional increase
of $24,700,000 shown by December exports left a net increase of $14,900,000 for
the full year, compared to 1938. Also in the case of corn, December shipments
were somewhat above the 1)ecember 1938 level, thereby slightly reducing the
decrease that had been shown for the 11 mouths' period.

On the side of imports, the only major products showit)g an appreciably greater
rate of increase during December than appeared for the first 11 mouths of 1939
were crude rubber and tin. For the full year rubber imports increased $48,500,000
over 1038, whereas for 11 months the increase was $34,500,000, while tin imports
increased $25,700,000, against an increase of $17,000,000 for 11 months.

[Reprint from Commerce Reports or January 20, 1040, issued by the Bureau of Foreign and Domestio
Commerce, United States )epartment of Comnmercol

RESULTS UNDER THE RECIPROCAL TRADE AGREEMENTS PROGRAM DURING Til
Fis 11 MONTHS OF 1939

In view of the special interest at this time In the reciprocal-trade-agreements
program and its effect on the foreign trade of the United States, the following
analysis has been prepared on the basis of the official export and import statistics
in summary form for the first 11 months of 1939, When detailed data for the
complete year are available, they will be made public promptly and attention will
be called at that time to any material changes that occurred during the month
of December. It does not, however, appear probable that stich changes were
of sufficient importance to modify the conclusions to which the 11 months,
figures point.

COMPARISON OF 1039 WITH 1938

From January 1 to November 30, 1939, United States exports to the 18 coun-
tries with which trade agreements were in effect at the beginning of the year
totaled $1,695,000,000, against $1,615,000,000 for the corresponding period of
.1938, showing an increase of $80,000,000, or 4.9 percent. Meanwhile, exports to
nonagreement countries were $1,114,000,000 against $1,210,000,000 in 1938,
a decrease of $96,000,000, or 7.9 percent. Total exports to all countries were
$16,000,000, or 0.6 percent smaller than in 1938.

Imports from trade-agreement countries totaled $1,241,000,000 for the first 11
months of 1939, an increase of $185,000,000, or 17.5 percent, compared to the
same period of the previous year, while imports from nonagreement countries
were $830,000,000, an increase of $97,000,000, or 13.2 percent. In considering
these increases, due account must, of course, be taken of the exceptionally low
level of 1938 imports, which showed a decline of $1,123,000,000 in comparison
with 1937, and a decline of $462,000,000 in comparison with 1936. The expansion
of $282,000,000 in total imports from January to November 1939 may therefore
be characterized as a return to a more normal volume.

108
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TADLU I.- United States trade with trade-agreement countries and with all other coun-
tries, January-November 1989 compared with January-November 1988, and Jan-
uary-November 1938-89 compared with January-November 1984-35

[Values In millions of doliarSj

Items

.Exporls, Includino reports

Total, trade-agreoment countries .......................
Total, nonagreement countries .........................

Total, all countries ...............................

General Imports

Tetal, trade-agreement countries .......................
Total, nonagroemont countries ........................

Total, all countries ...............................

Comparison of January-November 1939 with
January-No comber 1938

January- January- change
November November --
1938 value 1939 value Value Percent

11,615 1 1,695 +80 +4.9
1,210 1,114 -98 -9

2,82 2,810 -10 -. 6

I1,099
733

1,78

'1,241 +185
83 +97

Z,071-1 +282

+17.5

+13.9

+158

Comparison of Janupry-Novembor 1038-39 with
January-November 1934-a8

Items January- January- Change
November November - ..

1954-95 1938-39
average average Value I Proont

value value

Exports, Includino reexporis

Total, trade-fgreement oounltrl-o....................... 4 1, 114 +420 +60.6
Total, noneesroent countries ......................... 5897 11:102 +2M +29.8

Total, all ountrlos ............................... 2,011 2,818 +807 +40,1

Oesearat imports

Total, tradle.9greement countries ........................ '704 8 9 +150 -22.1
Total, nonagreement countries ....................... 707 '782 +711 10.6

Total, ali countries ............................... - 1,2 1.9 - 0 +238 +1.1

I Including the 18 countries (and colonies) with which agreements wore in operation during the greater
prt of the last 11 months. Only 1 of tile oreonnts was In operation throughout 105, 6 throughout 1936,
14 by the end of 1939, 19 by the end of 1997, 17 by the ond of 1938, and 18 by the end of 1939, Including the
areement with the United Kingdom coveringg also Newfoundland and the non.self-governlog Hritish

loies). The agreement concluded wit'S Turkey become provisionally effective only on May 0, 1939
and the egreme with Venezuela only on Dee. 19, 1959. Statistic for those countries are therefore noi
inlcuded in the above calculations.

'These figures do not ieolude Eousdo the United Kingdom lnelding Newfoundland, anll non-elf-sovetorBn Britsh. colonies) Tourkey, an1 Veneguola with which agreenoent have bxe n rend udeed but
whore the period during which the agroen~ont has been in effect istoo short to Justify Inciusi on for purposes
of commorisen.

Te apparent dlserplmney shown by these figures to comparisn with the. other totals is due to thenOsinolusien oI trade with Ecuador end the United Kingdom e nd its Crown olonies,

OE:¢E5AL Nova.-eroenlage ohanges have been coleulated uron on/ller figures In thousads ol dollars.
Sousce.-Lsteet records of D~lision of Foreign Trade Statisties, Bureau of Foreign aol Donoestin Corn-

coMPARIsON OF 1938-19 WITH 1954-4

The fact that In 1939 exports to trado-agroomont countries increased, wheresil
exports to noliagreoeient countries decreased, naturally widened the spread be-tween the two groups that had bedn evident previously. Comparing the average
61 exports to agreement countries during 11 months of 1938 and 1939 with the
average for the same period of the proagrcerent years 1934 and 1935, the incase
is 60.5b percent, against the 1,2 percent increase which was shown when the
average for 1937 and 1938 was compared with the preagreonent period. As for
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the nonagreement countries, the Increase in average exports for 11 months of
1938 and 1939, compared to the same period of 1934 and 1935, was only 29.6
percent, whereas the comparison of the average for 1937 and 1938 with the pre-
agreement years showed an increase of 37.9 percent.

As already noted, there was a general decrease in imports during 1938, but an
appreciable increase In 1939. Comparing average imports during the first 11
months of those 2 years with the average for the same period of 1934 and 1935,
the increase is 22.1 percent for the agreement countries against 10.6 percent fer
the nonagreement countries. The comparison of average imports for 1937 and
1938 with the preagreement years showed an increase of 35.2 percent for the
agreement countries and an increase of 37 percent for the nonagreeient countries.

As new trade agreements are concluded there are, of course, shifts in the allo-
cation of the countries to the agreement or nonagreement groups. Since the
agreement with Czechoslovakia became effective on April 16, 1938, it was in-
eluded among the agreement countries when a comparison was made between
our trade in 1938 and our trade in 1937. However, in view of the suspension of
the agreement with Czechoslovakia on April 22, 1939, it no longer appears as an
agreement country. It should also be noted that the United Kingdom, which
occupies such a leading position in our foreign trade, has been entirely omitted
in making the comparisons between our average trade in 1938 and 1939 and the
average for 1934-35, since the trade agreement with that country was In effect
only luring 1939.

CHANGES IN EXPORTS OF LEADING COMMODITIES IN 1939

In previous analyses reference has been made to the influence exerted by arna-
ment programs in a number of Important countries, particularly in the trade-
agreement group, on exports of certain, commodities. This influence was, of
course, accentuated during 1939, not only during the latter months of the year
after the beginning of hostilities but also during the months immediately pre-
ceding. This fact must be taken into account in arriving at conclusions as to the
effect of trade agreements on our trade based merely on the statistics of total
United States exports to the agreement countries and exports to lie nonagree-
ment group. However, the available data indicate that there has been a ten-
dency to exaggerate tlo importance of the contribution that shipments of war
materials and supplies which constitute an element in preparation for war, have
been making to our total trade. Even when the fullest allowance is made because
of this abnormal factor the extent to which the increase in exports to agreement
countries exceeds the increase in exports to nonagreeient countries is still im-
pressLve, and, while all of the difference between the two groups cannot, of cour, e,

e credited to the concessions obtained through trade agreements, the continuance
without variation over a period of years of a showing decidedly favorable to the
trade-agreement countries indicates that the benefits yielded by the concessions
have been substantial.

The principal products of which the United States is an important supplier,
and which there is an inclination on the part of the public to place in the category
of war materials, are aircraft, machine tools, metals, petroleum products, cotto),
wheat, and corn. For the first 11 months of 1939 in comparison with the same
period of 1938 exports of aircraft, including parts, increased by $28,486,000 and
exports of metal-working machinery by $12,707,000. In both cases a large part
of the increase was in shipments to the United Kingdom and France, both trade-
agreement countries. In the case of petroleum exports of crude oil decreased
by $18,381,000 and exports of gasoline decreased by $4,164,000 compared to 1938,
while exports of lubricating oils increased by $14,727,000. Taking the three
categories of petroleum products together, the result is a net decrease, and, while
complete data are not available, It is clear that there was no change in our trade
of sufficient importance to exert a noticeable influence on the relation between
exports to agreement countries and exports to nonagreement countries.

Among the metals, exports of aluminum semimanufactures rose from $2,220,000
to $18,543,000. This exceptional expansion was certainly due primarily to a
demand for military purposes, principally from the United kingdomm and France.
However, larger shipments were also made to Russia and other nonagreenent
countries, There was also a considerable growth in exports of iron and steel
scrap, whsch increased ,by ,$10,652,P0O, but in this instance the increase.in slxip-
ments to Japan and Italy alone, which lie within the nonaqreemcnt group, was
greater than the increase In total shipments. Exports of iron and steel semi-
manufactures rose by $25,660,000 aid exports of advanced iron and steel manu-
factures by $14,142,000. These incerases were divided between trade-agreement
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countries and nonagreement countries. The belligerents do not figure promi-
nently, the effect of war conditions having been reflected In larger exports to
European neutrals and to countries outside of Europe, which were unable to
obtain deliveries from the countries which have normally supplied their needs,
such as the United Kingdom, France, and Belgium.

Exports of cotton, always one of the leading commodities marketed abroad,
show a net decline of $9,819,000 for the 11-month period, increased shipments
during the latter months of 1939 having failed fully to compensate for the shrink-
age during the first half. Of trade-a~reemcnt countries, shipments to the United
Kingdom, France, Canada, and Belgium show only a slight net increase. Thus,
It aplars that the relationship between the agreement countries and the non-
agreement countries was not materially affected. The decreases In exports of
wheat and corn, compared to the first 11 months of 1938, $38;861,000 and
$76,064,000, respectively, were particularly heavy. In fact, the loss in the value
of exports of these two commodities alone was $10,000,000 more than the com-
bined increase in the value of exports of aircraft, machine tools, iron and steel,
sad aluminum.

In the case of wheat, the value declined much more than the quantity, this
b~ing due to a considerable extent to the effect of the export subsidy plan. In
that of corn nearly the entire loss resulted from a decline in quantity. For both
of these basic food products, the United Kingdom, a trade-agreement country
is the principal foreign market. Loaf tobacco Is another leading agricultural
commodity, exports of which showed a very sharp decrease during 1939. From
a value of $139,418,000 in the iirst 11 months of 1938, exports of unmanufactured
tobacco fell to only $72,429,000 in the same period of 1939, or by $66,989,000.
Most of the total decrease took place in shipments to the agreement group.
Here again the United Kingdom, a trade-agreement country, is the most important
foreign market and the one to which the value of shipments showed the largest
decrease, this being due in large measure to a shift from higher grades to lower-
priced tobacco. That tobacco exports fell off was largely due to conditions
resulting from the war. Automobiles, including parts and accessories, have
come to occupy a leading position among United States exports. Although it
might have been expected that this group would have been favorably affected
both by the preparations for war and by the outbreak of hostilities in Europe,
the statistics show the contrary to have been the ease. Due primarily to smaller
shipments of passengc; ears 0 nonagreement countries, total exports of auto-
motive products declined by $12,o3,u00 in the first 11 months of 1939 compared
to the same period of 1938.

CHANGES IN IMPORTS OF LEADING COMMODITIES IN 1939

As has already been pointed out, imports of industrial raw materials decreased
sharply during 1938, and with the improvement in business that took place in
1939 it was to be expected that imports of such materials would rise to a more
normal level, Comparing the first 11 months of 1939 with the same period of
the previous year, imports of crude rubber increased by $34,490,000, of unmanu-
factured wool by $24,290,000, of raw silk by $27,148,000, of hides and skins by
$16,111,000, of nickel, by $12,462,000, of tin by $16,994,000, and of copper,
chiefly for refining and reexport, $6,073,000. These increases account for a very
substantial part of the total increases shown by Imports both from agreement
countries and from nonagreement countries, and, with the single exception of
nickel, they cannot be attributed to the effect of trade agreements, in which
there has been no modification of the tariff treatment applicable to the other
commodities listed. In the case of nickel, the United States is almost exclusively
dependent on imports for Its supplies, and the volume of imports is therefore
determined to a much larger extent by the market demand than by the rate of
duty.

Of important commodities on which duty reductions were made through trade
agreements, imports of cattle (except for breeding), cotton and wool semi-
manufactures and manufactures, sawed lumber and shingles, show increases.
However the aggregate increase in Imports of all these products combined was
only $30,322,000, and for both lumber and for cotton-goods imports were con-
siderably smaller than exports, and exports also increased in comparison with
1938. In the case of cotton goods, the Increase in exports amounted to $8,574,000
whereas the increase in imports was $4,368,000. Needless to say, the effect of
better business conditions in the United States on imports extended to practically
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all commodities, The portion of the increase In total imports, which is not
accounted for by the products Just mentioned, appears to have been widely
distributed as to countries and as to commodities,

CHANoES IN EXPORTS AND IORITS BY COUNTRIES IN 19

Of the 18 comtries with which trade agreements were in effect during 139,
exports to 15 countries increased, while exports to 3 countries declined, during
the first 11 mouths of that year in comparison with the same period of 1938. In
the case of the Netherlands, Increased exports to the Netherlands East Indies
offset decreases in exports to the Netherlands proper and the Netherlands West
Indies, The agreement countries showing decreases were the United Kingdom
proper, Belgium, and Honduras. Considering exports to the United Kingdom,
Newfoundland and the British Crown Colonies together, since all these areas
were covered by the trade agreement, the net decline of $18,000,000, or 3.3
percent, is readily accounted for by the smaller shipments of cereals and tobacco
alone. In the case of Belgium, smaller ptrchmes of wheat and corn appear to
account for the decline in total exports. Trade with Honduras Is so small In
relation to total exports that the decline of 7.8 percent has no real significance,

On the side of imports, trade with 14 of the agreement countries increased,
while 4 agreement comtries registered declines, namely, COba, Sweden, Colombia,
and Costa Rica. In the case of Cuba smaller shipments of sugar were entirely
responsible. A falling off in imports of wood pulp and paper accounts for the
decrease in imports from Sweden.

The amount involved in trade with Colombia and Costa Rica was Insignificant
in relation to total imports.

Making the longer-range comparison of average trade for the 2 years 1938-39
with the average tor the preAgreement years 1934-35, increases are shown In
both exports to and imports from all of the agreement countries, with the cole
exception of average imports from Colombia and Honduras, which show relatively
unimportant decreases.

It should be noted again that the United Kingdom, Newfoundland, and the
British Crown Colonies are included as an agreement country for the first time in
1939, and that trade with those territories is not included in the figures for the
2-year periods 1038-39 and 1934-35, since the agreement with the United
Kingdom entered in force only on January 1, 1939.



United kae trade with ivziaids trade-a eftmes couwrie-11-month penid ended Nov. 80--1931--
[Values In milions of dollars]

Trade-agreement countries (in ordor'
of effective dates)

Sweden--------------- ---
BraziL .........................
Canada_ ........................Netlad (Including ovecsa

ltcrtmes)iz...............

Netherland West Indies.
Bvitsctiand I.---------------
Honduras ................... ,
Colombia ..................
Guatemala...............----
France (including colonies) -....

France proper..........
Nicaragua..............
Finland_._................. 
El Salvador ..............
costaRic& ...................
Ecuador --------.................
United Kingdom ..............

Newfoundland ............
Erttish eolonies ............

tal, nongre ent countries .....

Total, all countries ........

Dates effective

- ji-3,194-
May 1,1
June 3,193
Aug. 4, 935
Jan. 1,193w

Feb. 1,1936

Feb. IliisiS
Mar. 2.1936
May 20. 1=6
June 1,1=

. . . .d o . ......

Oct. ILI1236
Nov. 2.3Z6
May 31,1937
Aug. 2.1I=
Oct. 23,1938
Jan. 1. 1=9
----- do ......
----- do -----..
---------------

Janay-
Novem-
ber 1934
arid 193

48
49
3

32
39

291

7
5

20
4{ 114

104
2
6
3
2

(9

Exports, Including reexports

January-
Novens-
her I=8
and 1939

a=u

1,114
72
65
4

7363:
444
154
88
28
37
12
6

41
7

149
134

3
12
3
7

(4)
(4

2.011 2.818

January-
Novem-
ber 1938
value

1,615

71
3

55
4n9

154
89
25
39
9
6

36

13
2

11
3

2.825

Januza
Novem-
her 1939

74

40587

41

15
15
8

161

4
13
4

161

L14
9:

455

1.114

General imports -

Percentage change I anuary- January-,

1998.39 | 9 ber 1934 ber 1938 Novem- M
over 1939 over and 1935 and 1939 I her 1938 be,ve' 1939 F average ' average F value v

1934-3 valu value

-+M0.5
+49.8+32.0
+27.7

+52.5

+125.0

+209.7

+6.0
+10. 5
+89.3
+31.0
+29.1
+38.8

+10. 6
+23.7

+172.9

----.--

2.8Z 101 -4k1

+4.9
+&4

-17.1

+49.1
+26.7
+Z3

-. 1
-2.6

+24.0
-10.2
+54.7

-7-S
+25.4+19.8

+1& 5
+{64-

+15.4
+1. 7
+81.2
+6&8
-4.0

+1. 7
-. 6

-7.9

(4)
(4)(4)
('1
i ,-07

1.692

(4)()
(5)

1.7891

rI1939 over F
lob over_ I

1,241 +2L 1 +17 5 =
99 +22.8 -- 4.5
59 -j448L1 +54.0
. +IS.s - +.1

38 +E&2 .-.
97 +5.9 +9L3

30s +16.9 +-- .2 ,

138 +41.4 +1&.aZ4- -1&.0 -&a
80 +6 1 + -29L
18 +90.0 -2.'3 .
29 +6&.7 +3U1 1:

-9.8 +2L9
43 -L 7- -4.5
10 +8& 6 +19 1 _
74 +I0.5 +1.2
57 -5&.3 4-17.-8
3 +24.7 +19.4 rg

19 +847 +1.4 M
7 -+6 6 +25.8 K

3 +4(L 1 -22-4 1
3 ... ----- +36.0
.......... - -+,: :

7 ----------. r + 01 .

IThes figures Include Surlnam (Dutch Guiana), the trade with which is too small to warrant individual listing-
United States statistics show only a small portion of the actual exports to Switzerland, most of which are transshipped through third countries and are shown as exports to those

countries. Therefore, too much signincanes should not be attached to the statistics of exports to Switzerland.
2The figures Include all French colonies. Only Fance lslisted separately.
' Counties with which agreements have been concuded hut where the period during which the agreements have been in e5ect is too short to justi itlusion for purposs of

MkMh parent discrepancy shown by these figure In comparison with other totals is due to the noninclusion of trade with Ecuador and the United Kingdom and its Crown
colonies

Guw ALt Non.-Peroentagechanges have been calculated upon ful]r figures In thousands of dollars.
Sousms: latest records of Division of Foreign Trade Statistics, Bureau of Foreign and Domestic Commerce. - -



114 RECIPROOAL TRADE AGREEMENTS ACT

Mr. ORADY. Exhibit II shows that our exports to the principal il.
dividual countries with which we have rnade trade agreements have
in nearly all cases shown a substantially greater rate of increase than
our exports as a whole; thus our exports to Canada between January
1930 and October 1939 reached an annual average value of 47 percent
above that for 1034-35, as compared with 38 porcont for our total
exports ill the same periods; as you will note from the table on the
last page of this exhibit (see page 120), this was by no means the
most striking exalnple out of the ten countries covered by this
analysis. EXJITUIT I1

Pia -Aut Sl:MIXNT AND POsT-Amonl rna NT ''tAIs Or T1E V NITIOD w 'rrATrxe WITH
TSIU PItINCIPAL INTIUI~NA WITH Wncait Tit&Di ASI MISNT WieN1 MADIA
llBroa 1937
[NorO,.- Statistics hi tables are prO[lttinary anid subject to revisloil.]
The following tables show the trade of the United States with 10 oountria

with which trade agreements were mado prior to January 1, 1037, so that there
has beon an experience of 2 years or more In trade since the agroenent. These
10 countries accounted in 1938 for 92 percent of the total oxporta to all countries
With which trade agreetnents had been made beore 1037, and for 90 percent ofthe total hmporte Iroin all such cottuitries, Sidilar compilations are I preparaton
for the other t.rade-agreement countries, the trade with which Is very small,
except ill the ease of Switzorlatd and the Netherlands West Indles, It may be
noted that the export statistics of the United Stateii show hut a small fraction
of the goods which actually go ultimately to Switzerland, the bulk of the export
trade being conducted through third countries: I and that, although the general
provisions of the trade agreement with the Netherlands covered tie Netherlands
West Indies, it included no concessions onl either side, with respect to specific
articles entering into the trade between those islands and the United States.

I each of these comparisons, the pre-agreement period is taken as beginning
with January 1 of the second year prior to the agreement. The period therefore
covers either precisely 2 years, or, in the case of those countries With which agree-
mients went into effect soiie tim after the 1st of January of a given year, 2 years
plus the additional pre-agreanemnt niontis of that year. For each country the
post-agreement figures represent the entire period from the 1at of the month
during which the agreement went into ctleet through October 1939.2 Annual
averages for the pre-agreoement and post-asreenient periods are coilputed by
dividing the totals by the nuinber of years, including fractional years. In each
case the changes in the trade with the given country are comiparod with the
changes in the trade with all countries for the same periods.

I Although the Swiss ttale statistic show with approxmto correctness the true value ha Swiss frans of
the imports from the United States. these statistics cannot he satisfactorily used for oomparIson between the

niaaremant and he pest-agreement period because of the marked variation li the rate of exchange ot
C480Swss 'rano for' Ahe dollar.

3 For convenlenee, a few minor exceptions to this method of determining the periods wore made where in
greemnt was madeelthor very early In a year or very late in a year; the entire yeor In sth ca se has ben
treted either as in tihe post-sgreernent perlod or li the preagreement period, as the case may be.
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TRADE Or THE UNI'T D TAT S WITI CUBA

The agreement wont into effect Septolnmer 3, 1934..

IMl1llona of dollars]

Pre.sgreeinoln!1 8 32............ ....

Aoniial avorage, 2 yoars. 8 motlh

Post.cgrce ont:
8tcbrL)Celr 1934 ............
18 ...........................
1 .7.... . ......................

1I3W.. -..... - .1.................
Janunry-Ortober I8O .................

Annual average, 6 yearm, 2 snonths..

Increase In Annual nvorago rot.agroemunt
over pre.agroonioit:

Amount ..............................
Pcreont .............................

BX porter

'- T all Percont.o C Oulba ItO to Clba

2&8

27.7

80.0

17.0

07.4
7.3
76.2

73, 5

42.0
140. I

1,611.0
1, 015 0
1,069, 7

1, 748.,9

70 3, I

2, 4". 0
3,349.2
3,094. I
2,517.0

2,79, 2

1,0OM3.2
00.

1.70
1.50
2.02

1.75

2.212,931

2.74
2,70
2.40
2,03

2.03

Imports

From From all l'oroont
Cuba countrJm oub

Cuba

68.6
42.3

14. a
127.8
148.0106.14
93.8

110,2

9.7

1,322.8
,448.01, 110,1

1,4W0

2,047.85
2,422. 6
,0o3, 71, ON, a,1,8 603 .R

2. 3028

840.4081

4.41
4.038.81

4.10

0.71
5.08
5,26
4,8D
&40
5.1I

6,12

TRADE or THE UNITED BTATNO WITH BLOQUM

The trade agreement went into effect May 1, 1935.
[Millions of dollars

Preremont:
June ........................
January-April 1835................

Annual average, 2 years, 4 niontha..

Poeigcrement:
Ma-December 1935 ..................
130 ........................
1037 ..........................

January-October 139...........

Annual average, 4 year, 6 months..

Inew,,in annual average postagroe.
went over preagroement:
Aount ..............................
Feroent ...............................

Vnporta (Including reesport)

To
Belgium

43.3
50.017,1

47.2

41.2

76.9
6160

To all Percent
ootoierios to Bel,cnte glumi

1,075.0

088, 2

1,594.7
2,408.00
3, 349.2
,094.0

2,517.0

z.06
2.34
2.48

2.45

2.28
2.39
2.84
2.48
2.13

Imports (general)

From
Belgium

23,2
262

216128.9
75. 1
41,7
82.7

From all
countries

1,449.0
1655.0
007.3

1,01n.2

29422.0

1, "0.5a
2,8W.8

Percent
from

Belgium

1.60
1.72

1.01

2.04
.43

14

2.87

724 , 2.60 .0 75, 2.40

80.8g 757. 4....
118.4 4.8 .

115

2&l1 W14,2 ..........6& 1 iOO ..........
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TRADE OF TH UNITED STATES WITH SWEDEN

The trade agreement went Into effect August 5, 1935.
IM1lllona or dollars]

Exports (including reexports) Imports (general) I

To To all Percent From From all Percent
Sweden countries to Sweden countries SwedenSwdn utis Sweden oe

Preag menti
1 . .............................. 18. 1,675.0 1.11 31.0 1,449.6 2.14
1934 ............................ 3.1 2,132.8 1.68 3.9 1,6.0 2.06
January-July 193 .................. 20.1 1,197.1 1.8 19.8 1,172.8 1.

Anua l average, 2 years, 7 months.. 27.8 1,037.8 1,43 82,7 1,65 , 1.8

Postagremont:
August-December 19 ............... 18.1 1,08.4 1.68 21.8 878.2 2.48
193 ................................... 43.1 2,4. 0 1,75 48.2 2,421,0 1.88
137................................... 04.5 3,846.2 1.92 68.7 3,083.7 1.8
1938 ................................. .. 64.2 3,094.1 2.07 45.1 1,610.6 2.50
January-October 139 ................ 7 0.4 2,517,0 3.03 31.8 1,835.8 1.73

Annual average, 4 years 3 months... 62.7 2,941.6 2.13 48.4 2,14, 8 2.02

lncreasein annualaverage postagreementover preagreemeut:

AmO un ......................... 349 1,004,1 ........... 16.7 739.2 ..........
Percent ............................... 12& . 51.8 .......... 48.0 44 ..........

The bulk of the Imports consists of wood pulp and newsprint paper which are free of duty.

TRADE OF THE UNITED STATES WITH CANADA

The first trade agroelnent with Canada went Into effect January 1, 1936; the
second, whichl made greater and additional eoncessiols on both sides, on January

(United States statistics, millions of dollars]

Exports (including reexports) Imports (general)

To To all P ent From From all Percent
oto from

Canada countries Canada Canada countries Canada

Pr rement:
1934 .................................. 802.4 2,132.8 14.18 231.7 1,68. 1 14.00
196 ................................... 323.2 2,282. 9 14.16 286 4 2,047,5 12.9

Average, 2years.................. 312.8 2,207.8 14.17 2569. 0 1,851.3 13.86

Postagrement:
1936 ................................... 884.2 2,466t 0 18.64 8768 2,422.6 16.6
1937 ................................... 09. 3 3,349.2 162 1 98.3 8,083.7 12.91
1938 ............................. 407.7 3,094.1 18.11 260.3 1 960. 13.28
January-October, 1939 ................ 398. 3 2,817.0 12.82 273.2 1,83 ,8 14.8

Annual tverae, 8 years 10 months 469.0 2,978.2 15.41 341.1 2,426,8 14.05

[norease in annual average post-agreement
over preagreement:

Amount .............................. 146.2 770.4 .......... 83.1 576.8.
Percent ............................... 46.7 34.9 .......... 31.7 31.1 .........
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TRAPM OF THE UNrITMD STATES WITH BRAZIL

The agreement went Into effect January 1, 1936.

117

[Millons of dollars]

Exports includingg reexports) Imix)rts (general) I

To To Percent From From Percent
0n to lIcn. fmBrazil altries Brazi BratiU 111e a Braziltrie Br Jitries Brazil

1 ..e. 40.4 2,132.8 1.89 91.2 1,65,1 2.68

19 ................................... 48.6 2,28.9 1.91 99.7 5,047.5 4.87

Average 2 year.................. 4 7 1 .1

Fostepreemont:
193 .................................. 49.0 2,450.0 2.00 102,0 2, 122.0 4.21
1037 ................................... 68.0 3,319.2 2.05 120.6 8, M3. 7 3.91
1038 .................................. 62.0 3,094,1 2.00 97.9 1,0,0. 4.90
Janury-Octobor 1039 ................ 9.3 2,517.0 2.30 84.6 1,53.8 4.61

Annual average, 3 years 10 months.. 02.3 2,978.2 2 09 15i.7 "428.8 4.86

Incease In annual average, post-agree-
ment over proagreencont:

Amount .............................. 20.3 770.4 .......... 10.1 275.
Percent .......................... 4.3 34.0........... 10, 6 31.1 1.

I The bulk of the imports consists of coffee and other duty-free articles,

TRADE OF THE UNITED STATES WITH THE NETHERLANDS

The trade agreement went into effect February 1, 1936, and the total trade of
1Q36 is included In the post-agreement period.

Millions of dollars]

Exports (including imports (general)

reexports)

Percent From f Percent
To To all from Nether. Fro all fromNether. fo

lands ountres N Nether e ounirlee Nether.
lands lands lands

ttjt934  . . . . . . . . .  61.0 2,132.8 2,39 28.4 1,68M.0 1.71

193 ................................ 49.1 %,282.9 Z10 40.6 2,047.6 1.9

Average 2 years ............................ 60.0 2,207.8 126 34. 1,81,2 1.88
Postagroement:
10 ......................................... .3 2,426.0 2,17 80.0 2,42%. 2.06
17 .................................... 93.2 3,134.2 2.79 63.8 3,083.7 1.73
1038 .................................. 06.8 3,004.1 3.13 31.4 ,90 4 1.0
January-Ootober 199 ......................... 73.8 2,217.0 2.93 24.7 1,8.0 1.34

Annual average years 10months .......... 82.8 2,978.4 2.78 41.6 2,427.0 1.71

Increase in annual average poetagreement over
preagreement:

Amount ...................................... 828 770.6 ........ 7.1 878A ........
Percent ...................................... a 6 34,.9 ........ 20. ........
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TRADE O 'THE UNITED STATES WITH N THERLAND INDIES

The trade agreement went Aito effect February 1, 1936, For convenience all'of
1936 is included in the post-agreempnt period,

(MlIllons of dollars

Pre-agrooment:
1934 .........................................
1038 ..........................................

Average 2 years ............................

Post.agreement:
193 ...........................................
1937 .................................. _
198 ..........................................
January-October I39 .........................

Annual average 3 years, 10 months ..........

Increase In annual average, post-agreemont over
proeagroqmont:

Amount..................................
Percent ......................................

Exports

To Percent
Nether. To all tolns Nether.

lands countries lands
Indies Indies

10. 1
10.9

10.8

38.0
27.1
28.0

2.4.6

14. 1
124.2

2,132.8
2,282.9

2,207. 8

2,436,0
3,319.2
3,004.1
2,117.0
2, 978, 4

0.47
.48

.48

.78

.89

.11

.82

770 6 ........
34.9 ........

Imports (general)3

From l'r
Nothor. From all Nero

lands countries Nhr
Indies Ian&Irdte

42.480.3

46.3

89.8
110.2
68.7

87,6593.8

27.1
81.0

1,893.0
2,047.8

1,851.2

2,422.6
3,083.7
1,960. 1
1,835.8

2,427.0

2.56
2.46

2.80

3.73
233

1.45

I The great bulk of the Inports consist of rubber, tin, tapioca, sago, and other duty-free articles.

TRADE OF THE UNITED STATES WITH FRANCE1

The trade agreement went into effect June 15, 1930.
[Millions of dollars)

Exports (ineludilng ret
exports) Imports (general)

To To all Percent From From all 
P e rce t

Fn ut romFrnc Franeounre rnFrance oountrles France untie

Freagroement:
1934. .............................
1935 ..........................................
January-June 1936 ............................

Annual average, 2 yea ..................

Postagrement:
July-Deoember 193 ..........................
1937 ..........................................

January-October 199 ........................

Annual average, 8 years 4 months ...........

Increw In annual average, postagreenmt, over
preagreement:

Amount ......................................
Percent .......................................

116.7 2,13. 8
117.0 2,8209
66.3 1,154.1

111.2 2,227.9

74.1 1,301.9
164.5 3,849. 2
133.8 8,094,1
112.2 2,1 17. 0

11.4 3,079.0

38.2 851.1
31.4 38.2

5.42
0. 12
4,79

-. 17

8.69
4.91
4.82
1.2

4.92

61.0
28.9
19. 2

18

04. 1
66.8

65.0

1,86M. 0
2,047.8
1, 103,2

1,046.3

1,259.4
3,083.7
I, 060, 8I,:835. 8

2,441.8

8.88

2.4

1.04

2.4
276
177

9.8 42Z.5 .9.8 I 2.8 I...

311 1 .....::



RECIPROCAL TRADI AGREE1MENTS ACT

TRADE OF THE UNIT D STATee WITHy COLOMBIA

The agreement went Into effect May 20, 1936.

119

[Millions of dollars]

Exports (including reex- Imports (general) I
ports)

Percent
To Co- To all Percent From From all from
lombia countries to Co- Colom. countries Colum.lobacutislombla bfa bla

19N .e...
.
.................................... 21.9 2,132,8 1.03 47.1 1,016.1 2.84

1935 ........................................... 21.0 2, 282. 0 .94 60.4 2,047.6 2. 46
January-May 1930 ....................... 10.2 909.2 1.0 16.9 972.8 1.74

Annual average, 2 years, 6 months .......... 2 2.228,3 .99 47,8 1,914.7 2.48

Post.agreement:
Juno.December 1936 ......................... 17.6 1,486 8 1.18 26.1 1,449.8 1.80
1937 .......... ....................... 19.2 8,349.2 1.17 62.8 3,083.7 1.69

38 ........................................... 40.9 8,094.1 1.32 49.4 1,960.6 2.52
Janoary.Ootober 1939 ....................... 40.6 2,617.0 1.61 38.7 I, 835.8 2.11

Annual average, 8 years, 6 months .......... 40.8 ,61717 1.32 48.7 2 438.0 2.00

Inccreso in annual average post-agroemont over
re-agreoment:
Amount ...................................... 8 1.4 W3.3 ........
Percent ...................................... 82.4 37.2. 2.96 260 ........

I The bulk of the imports consists of coffee, bananas, and other duty.free articles.

TRADE OF THE UNITED STATES WITH FINLAND

The agreement went into effect November 2, 1936. For convenience the
entire year 1936 is included with the preagreemont period.

(Millions of dollars]

Exports (including Imports (general) I
reexports)

To To all Percent From Fromall Pereent
Finland count to Finland eun* from

tries Finland tries Finland

Pies rement:
I934 ......................................... 8.0 2,132.8 0.28 9.0 1,100 0.:419M _ ...................................... 0.1 2,282.9 .2/ 12.'2 Z,047. 5 .60
10 9........................................ 7.8 2,456.0 .30 18.4 2,422.6 .63

Average, years ......................... .0.- 2,290.8 .28 12.2 2,011.7 .60
Postagreement:.. . . .. ...

1937 ......... 12.3 3,349.2 .87 17.6 3,083 7 .6t

1938 ........................................ 10 3,094. 1 .39 18 1 1,960.3 .92
January to October 19 .................. 1. 2,817.0 .47 17.8 1,833.8 .9

Annual average, 2 years 10 months ........ 12.1 3,182.8 .40 18.8 2,42.6 .77

Iocreeee In annual average potagreemeot over
Preagreement:

Amount ......... ................... . 6.2 872,2 ......... &6 3K8 .........
Percent ..................................... 95.4 38.1 ......... 94.1 1810 ......

I Thgreat bulk of the imports consist of wood pulp amd newsprint paper which are free of duty,
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Pr groofse, "nn poefirnmdno trado qf United Mtnte* wit Pr n'nipal trad-agreetnencoo niriea

[III iIllot of 01 lolleri]

Annual "'Voreo value t'ooentl Contoty's3'orlode ootj~ood of~lI tVrKO V I llO f llt 141l0l1001
of trado Iliwll shareoof

. .. . .. .. .. M otir tola!11 110041 trtdo

Counlry hloronil 8tat .....l'rl~rt. tmlll~e Pro. Pea~t. t toile
nPeMo. Aartv. with il Pro. Poet.

lIot i "ltoll 0 "lolt1 Amount Per. , aileoo. Aee.
Iont triks 111tl 111mo0

mopo rro.... 1J)i ll)O Ut O t n rl 4 0, 73. 8 411.0 140 40 1,70 0.0&

1 1.141 1.O 0.7 11012 AV, A0 100 M 4,10 8 &I

l xolop o to 1l.lliltUilry 1=,,' 4 ay 1a, W5 to 47,8 72 4 20. 1 M3 00 0.14A 150
lliorl, .... to April Oolo bar 1 ,I 87.11 80.10 IIN 47 1,1 ,Swek038. O. I

Ixlmortl to .. MOl 19W3 Ato 0,)1 08 27.8 610 7 34,0 100 00 143 11Illtivort s frm ...: 1 to J0l Ma 0) to O hlh,r 2, .7 48.4 18.7 4) 40 1.08 lot

41, 1 ,24 30 31 13,0)0 14,00

1000.l~lrWl

sxporllo .to . 42.0 03. 20,3 40 08 1.00 10
liplt Or from j.4 . .00 k0)310 100.7 10,1 . i1 a1 0.10 4.38

ll)rl3 t0 i... ............. t 1 ....... 80 1 08 008 0 80 an , 1 0 .78
11111000Iitl'mi11.... I 0 . 41.0 7, 1 21 01 1.80 1.71

Notherlands lostIndicm:
F x0lorlt to . do ........ .... to . 10,8 24.0 14.1 184 30 .48 , .U
Ilmolort1 . " ..... 403... .3 83,8 07.5 81 01 280 &4

1
1
raloeo:

xlpo rlsto ...... LJoi)titu1ry 1034 July 190), to 1118.2 181.4 30.2 31 M 8.17 4.92
Ipllorts It, in... f lo o u )M 0. Oolobor wo.1 5.10 00.0 8,8 10 I 8.04 201 1

Exporlsto ...... ljollory 1014 June 1I00 to 2 00. 40.0 18.3 82 37 .9 1.03
,;l + frlS in i.. toMmy 1036. October 9 . 47.3 487 1.4 3 26 2.48 100

lio rtI tO ...... 10)4 to 100.... Janlulary 1t)7 0.8 1,7 8.0 05 08 .40
htlpl10n1.., J to dtolver 10.2 18.8 00,004 10) .0),0 7

Mr. GRADY. Exhibit III shows that the share which we have sup-
plied of the total imports of trade-agreement countries has shown a
marked increase, both in the aggregate and for most of them taken
vplrately, and that this share has increased in greater measure than
the increase in our share of the imports of other countries. As pointed
out in the second paragraph of the explanatory statement in this
exhibit, the share which the United States supplied of the total
imports of the 16 countries with which trade agreements were in
effect before January 1, 1938, increased from 12.2 percent in 1933, to
19.7 percent in 1938, as compared with an increase from 12.1 to 14.5
percent in our share of the imports of the 20 most im ortant countries
with which trade agreements were not in effect by anuary 1, 1938.
This is an increase of 61.5 percent for the 16 trade-agreement countries
as compared with 19.8 percent for the 20 others.

EXHIBIT III
IReprint from "Commerce Reports" of February 10, 1940, Issued by the Bureau of Foreign and Domixitlo

Commerce, United states Department of Commere]

UITD STATES INCREASES ITS SHARE IN TRADiE or TAlI,-AoanvxMENT
COUNTRIES

Analysis of the foreign-trade returns of the 16 countries with which trade
agreements became effective before January 1, 1938, reveal@ a marked Increase
in the percentage of total imports supplied by the United States. The statistics
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show that the United States not only iloreased the value of its sales to those
Coulltries but also hnproved its competitive position with reference to othersllpilehrs,i 1033, the year before the approval of the Trado Agreements Act, the United

States supplies 12.2 percent of total ilnporti Into the 10 trade-agreoment countries
in question. 'auh isubscquont year shows an increase and, by 1938, the latest
for which statistcs arc available the percentage supplied by the United States
hall risen to 19.7 poroent, while tile share supplied by other countries, which was
87.8 percent in 1038, had (delincd to 80,3 percent by 1038, For the 20 most
important countries with which no trade agreolnloltt were il effect includingg the
United Kingdom, 'turkey, and Vonerouela, tile trade agreements with which
entered in force only lin 1030), the share of the United States in total Imports
was 12.1 percent in 1933 and 14,5 percent in 1938. The comparison between the
two groups in, therefore, decidedly favorable to the tradc-agreientt countries,

Turning to the other shio of the picture the 10 tradc-agreement countries
supplied 41 percent of Vital inports ilito the United States In 1933 and 44.1
percent in 1038, while during the same period the share of the 20 principal non-
arcement countries declined from 40.8 percent to 36$ percent, anid tile share of
all nonagreonletlt countries fell from 69 percent to 55.9 percent. It this connec-
tion It should be noted that imports into the United Staten sitowed an exceptional
decline it 1938 compared to the previous year, tils decline being particularly
marked in the case of certain of tc noniagreenimit countries which are lodting
sources of supply for basic raw materials normally imported in large volume.

Only 1 tradho agrooee nt became effective during 1034 (with Cuba, Soptemrber
3. 1934), 3 agroom nts became efi.otive during 1035, 10 agreonents duritig 1936,
and 2 agreements during 1937, Consequently 1933 and 1934 may be considered
preagreement years, and 1037 nd 1038 postagreemont years. Comparing time
averages for thlere 2 periods, the share of total i il orts into the 16 agreement
coutriem slll)lliod by the (lited States increased 43 percent, while the shlro of
their total imports slmpplic(I by other countries decreased 6,5 percent, On the
side of Imnports Into tile United States no appreciable change took place in tile
division of trade between the 10 agreement countries and tIle lollagreenont
Ccuntrtes as a whole.

AVMIRA(IE IMPOItTH INTO ThADIE-AdI 510lENT COUNTRIES S

Considered from tile standpoint of value of trade, average imports Into thi 16
trade-agremnent countries front tile United States show(i all inert a e of 62 per-
cent Iit 1937-38 compared to 1933-34, while average imports from otler countries
increased only 6.3 percent. Making tile smel comparison, for the 20 inost Jlt-
ortent nonagroement countries tie value of average Imlorts from the United

States increased 50 percent and that of average imports from oth1r coulitries 34.4
pere(nt, rhe value of average imports Into the United States showed al in-
creaste of 00.7 percent Il the case of both th agroomient countries ald tile 11ol-
agreement countries, the relative shares supplied by the two grollpl remaining
unchanged.

Detailed figures are given in the tables which follow, In order to make the
statistics of the foreign countries con parable they have been converted Into
dollars at average rates of exchange. In making such conversioum there is In-
evitably a certain margin of error, but this is believed to he too s3lall to exert
4ay noticeable influence on "Phe results shown.

Value of imports into 16 agreement countries I

lIn millions o dollars. Based on foreign countries, gtllstlsl

From From From Frolnatd ot Total United other Total
t

"d Coun1trisstt 5un i

11.11. 732.1 I ,248.2 5, 90 4 I M. .......... 015.7 4.838.2 5,7 3 9
. . Ieds 771, o 761,7 t wh2i . 7 trade 7 .......... caIe efti b 7e o. a l W

I h110udll 0 kly the 18 omtrles with which trade agreements became efftiv~e before Jan. 1, IMk1.
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Percent of imports into 16 agreement countries

From From From From
United other Total United other Total
States countries Statoe oountrtes

Percent Percent Perent Percent Percent Percent
193 ............ 1221 87.79 100 1936 .......... 1.91 84.09 Joe
194 .......... 1 8.04 100 1937 .......... 17.70 S2.80 100
19. ........ 6. 86.14 100 11I38 .......... 19.70 80.30 100

Value of imports into 20 nonagreerment countries I

(In mitons of dollars. Btoaed on foreign countries, statistics)

From From . From From
United other lTotal ulted other Total
ittates countries Stat

e s  
otintrloo

193 .......... 1,078.8 7,810.3 8,894.8 1930 ......... 1,420.4 9,421.2 10,0,0.
19M .......... 1,321.91 8,.3 10, 007.2 11 7.......... 1, 821. 9 11,61.4 13,403
193 .......... 1,323.4 8,818.0 10,142.0 138. ........ 1,70.2 10,009.9 12,200.1

'Includes the 20 most tinortatt countries (In order of Importance from standpoint of 1038 exports from
t he United States) with which .roole agreonmenti were not effective before Jan. 1,19 8.

Percent of imports into 20 nonagreement countries

From From From From
United other Total United other Total
States oozintrlos StateOs countries

Percent Percent Percent Percent Percent Percent
1033 .... 12.1 87.9 100 1930 .......... 13.2 80.8 100
194 .......... 13.2 8.8 1002 1937 ......... ... 13.1 80.0 100
193.......... 130 87.0 100 1938 ... . 14.0 805 1O

Value of imports into the United States

[In millions of dollars. IDmnod on United Stoles statlsties]

From 1 Ferom From I From
trade- other Total trade. other Totalagreement cotntrles agreemotent Countrlos

1933........... 594.3 855.2 1 1,449.0 103 .......... 1,037.8 1,380.2 %424.0

1934... . 93.0 944.0 1,639.0 1037 .......... 1,207.4 1,8. ,008.
193S.. .. ] ,82.4 1,180.0 21,03. 028.......... .S00.3 1089.3 1,9 49.8

I Since Imports for consumnpton by countries are not available for 1953, the figures for that year cove
neral Im ports, whereas, for the other years they cover Importa for consumptIon. The difference, however'

a too small to affect the comparison.

Percent of imports into the United States

From 10 Fromi Fromn 10o-lo UndItl~ o., From
tae -° other Total traee other Total
ageMent c ~ ~ ~ ~ ountrie esmn

countries couuntrtercou n tr

Percent Percent Percent Per Percet Percen
193 .......... 41.03 08.07 100 193 .......... 42.81 17.10 I 9100
1934.......... 42.30 17.70 100 1937.......... .40.11 09.89 100
19M0.......... 41.81 ft.19 100 1938.......... 44.12 55.88 100
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Vahle of imports into the United States

|In millions of dollar: Hased en United Stated statistics|

Front 0o From 20 From 20
t arein-t non ,rom 1 nt6 Fro

trade - Frnt 'I o . no. Fromagree- other Totsl agree- trade- other TotalWent agree .+ leountriesl I moat agree-" countriescountriescountries control
c otintries conte countries

Wo33.._ 594.3 591.2 264 1 I 1,449.0 1030 . 1,037.8 917.7 8408.8 2,424.0
1934... 092.0 Onll 332.9 1,030.0 137 .. 1,2.4 1,101. 641.4 3,009.9
193 ... 862.4 760.1 400.1 2,038.09 8 800. 3 701.7 387.0 1,949.0

1 since Imports for conunption by oountrle are not available for 1933, the figures for that year ever
nonem Imprts, whereas for the oiher years they cover Imports for conumption. The difference, however,

too MIMI to affect the comparison,

Percent of imports into the United States

Fronm 10 From 2 From 16 Fron 20
tra non. rom. trade- non- Fromtde. trade- athrom. ta trade- Ioe Stnagree- other agrtal aree- o'",- other Total
moat agree- countries met nien- countrIes

conre onte conte counte
counties~ e meetio outr

Penceoi Percent Percent Percent PercetI Percent Percent Pecent
933.... 41.93 40.79 18.21 100 1930 ....- 42.81 I 37.80 19.33 100

i934. 42.30 37.33 2033 100 1937.... I 40.11 8 58 21.31 100
1M. 41.81 8 , 55 19.04 100 1938 .... 44.12 30.99 19.89 100

United States trade with trade-agreement countries
PER(FNT OF 'rorAl, IMPORoTS INTO TRADE-AORRYMENT COUNTRIES UPItIFI)

HY TIE UNITE) WrATES

(Based on foreign countries' statlotlcsl

Agreemetit 1933 i934 1935 1930 1937 193
effective

Percent Percent Percent Percent Percent Percent
t. 3.1934 Cuba ... ......................... 53.82 50,1 58.33 64.42 08 7 70.89

May 135 l" lgBlti (and 1,uxembtrg) ....... 7,88 7.29 7.57 6.93 8.75 11.28
June 3,1 H3 Itit .. . . . . . . 62,19 48.39 48.38 50.46 50.98 4,34
Aug. 6,1935 Sweden.. .......................... 10.28 11.77 12.79 12,92 13.99 16.26
Jan. 1,193 Brazil .......................... 21.01 23.61 23,28 22.15 23.12 24.21

1)o ..... Canada. ......................... 84.16 30 49 0, 64 581 0 0.64 62.67
Feb., 1,1036 Netherlands (Including colonies) ..... 0.18 0.73 7.50 7.32 0.05 12.06

Netherlands ropr .............. 0.43 0.07 0.92 7.18 8.80 10.84
Netherlands Inh 0i_.......... 4. 89 7.78 0,93 7.71 10.19 12,58
Netherlands West Indies (Includ-

Ing Surinan) ................. 7.13 8.79 10.58 7.82 13.29 21.84
Feb, 1, 19O Swittzerland ........................ 0.82 5.37 5,53 5.88 7.02 7.89
Mar. 2,130 Honduras ............................ 73.77 70.17 64.88 0.51 68.04 01.99
May 20,1938 Colombia ....................... 30.93 43.90 41.40 41.29 48.33 51.25
June 15,130 Guatewale............................ 40.08 40.84 3.02 33.91 30.28 44.69
June 15, 1936 France (including Colonies, et,) ...... & 32 7.47 0.91 8.09 8.11 9.62

France proper.-............... 10.32 9.48 8.52 9.84 9.45 11.38
Fronch colonies, to .............. 1.84 2.11 2.64 2.72 3.40 3,52

00l. 1,1933 Nicarauga ............................ 02.73 88.79 80.10 46.24 84.27 89.77
No,-. 2, 1930 Finland .............................. 7.34 8.62 9.75 9,49 9.27 10.38
May 31, 193 El Salvador.....-...................... 45.47 44.08 38.41 38.43 40.38 40.78
Aug. 2,1937 Costs Wta ............................ 47.95 47.84 34.34 8.98 4281 49.18

Fiscal year Oct. I-Sept. 30,
, Fiscal year ending Aug. I - J uly 31.

115171-40----,--9
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United States trade with trade-agreemenl countries -LContinued

PERCENT OF TOTAL IMPORTS INTO THE UNITED STATES SUPPLIED BY TRADI,.
AGREEMENT COUNTRIES

[Based on United States statistics]

Agreement
effective

Sept. 8, 1934
May I,193.5
June 3,1935
Aug. 5,1935
Jan. 1o1Ion

Do...
Feb. 1,1936

Feb. 15,1936
Mar, 2,1930
May 20, 193
June 18,1936

Do .......

Oct. 1, 1038
Nov. 2,10
May 31 1937
Aug. 2,1937

Cuba... ....................
Belgium (and 3.uxembure).
Haiti ............................
Sweden ....... ......................
Brazil ...............................
Canada.. .................
Netherlands (including colonies) ......

Netherlands proer ..............
Netherlands Indies ................
Netherlands West Indies (includ.

ing Surinam) ....................
Switzerland ..................
Ionduras I ......................
Colombia .........................
O uatem ala ........-.---...............
France (including Colonies, etc.) .....

France proper .......... ......
French colonies, eo ...........

Nicaragua........ ............
Finland .......................
El Salvador ......... ..... . .

-Costa Rica................. ......

I33 1934I

iPercent
4.04
1.00.08

2. 14
3.70

12.79
4.96
2. 142.20

.04
1.00
.49

3.2Q
.24

8.53
3,43
.10
.15
.62
.8
.27

Percent
4.81
1.82

.07
2,085.62

13.89
4.87
1. 71
2,88

.8

.93

.48
2.87
.28

3.85
3.50
.35
.10
.51
15
,13

1938 1938

Percent Percent
5.48 5.35
1.93 2.42
.06 .08

2.02 1.99
4.87 4.24

14.03 15.06
5.10 3.66
1.93 2,08
2.46 2.88

.71 .70

.79 .86
.31 .25

2.48 1.77
.30 .34

3.37 3.22
2.87 2.78
.80 .48
.13 .08
160 .3
.24 .21
,18 .14

1937 193

Percent Percent
4.88 5.41
2.46 2.10

.10 .1
1.95 2.31
3.97 ,5.01

13.10 13.16
6.38 6.26
1.77 1.54
3,84 3,&

.78 1.19

.87 1.17

.19 .29
1.74 2753
.32 .49

3.804 3.62
2.45 2.79
.89 .83
.10 .13
.68 .93
,28 .29
.1 .21

'FIScal year Oct. 1-Sept. 30.
I Fiscal year Oct. 1--Sept, 30.
1 Fiscal year Aug. .- July 31.

United States trade with principal non-trade-agreement countries

PERCENT OF TOTAL IMPORTS INTO NON-TRADE-AGREEMENT COUNTRIES SUtl-
PLIED BY THE UNITED STATES

Based on foreign country's statistical

1933

Percent
United Kingdom .................................... 11.2
Japan ........................ ............. 33.0
oermany (Old Germany) ............................. 11,6
Argentina ........... ........................ 12.7
South Africa, Union of ......................... 12.6
Russia ........................................ 4.8
Australia I ............................................ 14.0
Mexico ..... .............. ............... _ N9. 0
Italy ................................................. 15.0
Venezuela .......................................... 48.5
China .......... ........................... 21,9
India 3 --............ 2. 0.2
Ireland ............................................... 2.9
Denmark ......................................... 6.0
Chile ................................................. 22.5
New Zesland ......................................... 11.7
Norway .............................................. 6.9
Peru .................................................. 27.1
Egypt .......................................... 3.2
Turkey................................. ........... 3.1

I Fiscai year July 1-June S.
I Included Burma before 1938.

1034

Percent
11.2
34.2
8.4

14.8
1.9
7.7

13.6
60.6
12.5
45. 1
26.2
6.7
4.8
6.1

28.8
12.0
8.6

26.9
4.1
4,3

Percent
11.6
33.0

8.8
14,4
17.8
12.2
1.7
80.8
11,3
44.3
19.0
8.8
6.3
f. 3

27.1
12.5
8.2

32.9
8.2
7.0

1936 1037 1-38

Percent Percent Percet
11.0 11.1 12.8
30.7 33.6 34.4
5.8 5.2 7.4

14, 10.4 17.7
19.7 20.8 19.0
1.0 18.2 28.9
17.1 14.7' 15.9
50.5 62.7 V7.7
14.8 11.0 11.6
47.4 52.8 ,18.1
19.6 10.8 17.0
6.7 6.4 7.4
7.7 .6 11.4
5.3 .2 8.0

28.4 29.1 27,7
12.7 12.4 124
8.4 8.8 10.0

82.0 W18.3 34.3
5.7 5.6 0.6
9.7 18. 1 10.
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United States trade with principal non-trade-agreement countriee--Continued

pERCENT OF TOTAL IMPORTS INTO THE UNITED STATES SUPPLIED BY NON-TRADE-
AGREEMENT COUNTRIES

Based on United States statistics]

1933 2 1934 1935 19346 1937 1938

Percent Percent Prcent Percent Percent Percent
united Kingdom ------------..----------............. 7.67 0.80 7.44 8.22 6.68 6.07
Uapan d K-.................- . .----- ... 886 7.21 7.43 7.12 6.48 6.76

Germany (Old Germany) ............................ & 89 C 21 3.84 3 31 3.03 3.21
ArgetIna--- -6f.-------------------------------- 183 1,86 8.18 2.69 4.68 2.14
8outh A , Union of .............. - -------- ....... 27 .17 .10 .2b .47 .82

Russia....------ . ............... -...... -............ . .83 .74 .87 .88 .90 1.21
Australia --------------------------------..... 53 53 .71 .9 1.80 .4
Mexico .....................- .................. ..... 2.12 214 2.06 1.92 1.84 2.18
Italy. ...................................... 266 2.2 1.85' 1.74 1,68 2.16
Ve..zue .a................................... .93 1.32 1.06 108 .76 1.08
Chia ................................................ 2.61 2.64 3 04 3.30 2.42
India ..................................... 8. 3.02 3.35 8.0 2.92 3.14 2.97
Ireland. ..................................... 03 .04 .03 .04 .06 .05
Denmark ....... .................................. ... .12 .11 .18 .12 .21 .18 "
Chile ................................................ . 79 1.82 1.21 1.08 1.48 .
NowZealand-----------------------.-----_---33 .83 .49 .49 .70 1
Norway ....................... ........ . .91 1.01 .6 .90 .61 .
Peru. ....................................... 38 .86 . W .35 .60 .63

e ........................................ . 51 .48 .41 ,44 .7
. .1 .48 .7

Fiscal year July -June 30.
'Included Burma before I98.

Mr. GRADY. Exhibit IV is an analysis of our exports to Canada,,.
which compares those that benefited by reduced Canadian import
duties with those that did not. As pointed out in the first paragraph
of this statement, in the 3 years during which the first trade agreement
with Canada was in effect, Canada's imports of our products on which
reductions in Canadian import duties resulted from the agreement
averaged 58.2 percent higher than in the year before the agreement,
as compared with an average of only 22.1 percent for products on
which no such reductions were made.

EXHIBIT IV

DEPARTMENT OF STATE,
January 6, 1040.

For the Press. No. 8.

TRADE AGREEMENT PRODUCTS SHOW THE LARGEST PERCENTAE GAIN IN,,

CANADIAN IMPORTS FROM THE UNITED STATES

The more rapid Increase in Canadian imports from the United States of products
on which Canadian duties were lowered In the first trade agreement between the
United States and Canada, as compared with Canadian imports of other United
States products, is evidence of the extent to which the reduction of exessive
trade barriers tends to stimulate mutually advantageous trade. According to all
analysis released today by the Department of State, Canadian imports of reduced,
duty products from this country averaged 58.2 percent higher during the 3-year
period 1936-38 as compared with 1935, the preagreement year, while Canadian
imports,from ,the United States of, products on whioh no :reductions were.madein
the Canadian duties increased by only 22.1 percent. 'Canada's total, imports
from the United States increased On the average by 38.5 percent during the 3-year
period under the first agreement.

The first agreement with Canada, effective January 1, 1936, was superseded by,
a new agreement on January 1, 1939. lie the new agreement, the reoiproca
concessions contained in the first agreement were, with a few insignificant exce-
tions, continued and extended. ' Trade data available'since the conclusion oftne
now agreement with Canada are noteyet adequate for'a general appraisal of the
effects of that agreement.
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In 1938 Canadian imports from the United States of $424,000,000 were greater
by $115,000,000 than In 1935. Imports of reduced-duty products increased by
$77,000,000. The,1988 imports-from the, United States were lower than In 1087
but did not decline as much as Canadian Imports from other countries. Other
factors, such as general business activity in the United States and Canada, also
influenced trade movements, according to the analysis.

Among the many reduced-duty products for which Canadian imports were
substantially larger in 1938 than 1935 are: Fresh fruits and vegetables; wheat
and other grains; salted pork, bacon, hams, shoulders, and other cured pork;
printed or dyed cotton fabrics; newspapers, advertising pamphlets, and other
printed matter; various petroleum products; automobiles and trucks; farm imple-
ments and machinery; metal working, printing, and mining machinery; electric
motors, radio apparatus, arid other electrical machinery.

In contrast to the general decline in total Canadian imports in 1938, imports
from the United States of the following reduced-duty products were larger In
1938 than in any other of the 3 preceding years: Nuts, onions, and tomatoes;

wheat and other grains; bacon. hams, and shoulders; boots, shoes, and slippers of
leather; printed matter; farm Implements and machinery; and gasoline.

Canada also increased Its itiports in 1938 as compared with 1935 of certain
leading nonagreement products, such as books, iron and steel sheets and plates;
well-drilling machinery of a kind not made in Canada; automotive parts for use
by Canadian manufacturers of automobiles; coal, coke, and products; crude
petroleum and certain petroleum products.

United States Imports from Canada averaged 19,8 percent greater in 1936-38
than In 1935, although imports from Canada in 1938 were lower than in 1935,
1936, or 1937. Moreplentiful domestic agricultural supplies coupled with slack
industrial demand and lowered consumer purchasing power accounted for most
of the falling off in United States imports from Canada in 1938.

Theleading inports from Canada which were.lower in 1038 than in 1935 were:
Whisky (on which the United'States duty was reduced in the first agreement);
byproduct feeds, shingles, and wood pulp (on which the existing United States
tariff treatment was bound against Increase); aid, among products on which
no action was taken In the first agreement, barley and barley malt, corn, and
wheat both for processing and export and for domestic use. Although lower than'
in 1937, the value of imports of the following Canadian products in 1938 was about
the same as in 1935: Cattle, except for breeding; fresh water fish and eeLs; boards
and timber (on certain categories of which United States duties were reduced);
apd unmanufaptured. asbestos and calcium cyanamide (on which the existing
duty-free entry was bound against change).

The annual values of Canadian import from the United States and United
States imports from Canada for the past 4 years are given in the following table:

Canadian im- United States

ports for con- Imports forgumption from iosmPt or
tihe United consumption

Stte from Canadastates

1 . . ..----- - ----------- I ---------------------------------- $30, 509,00 $286,1121)O
13---- -................. -------------------------------------- 367, 413, 000 377, 676,000
1937 ----------------------------------------------------------..... 9, 7,000 394,241,000
1938 (preliminary) ------------------------------------------------------ 4240 00 238,647,000

Further details regarding United States trade with Canada during the 3 years
of the first trade agreement between the two countries are contained in the analysis
released by the Department.

In addition to the reciprocal concessions contained in the first agreement, which
were, with a few Insignificant exceptions, continued and extended in the new agree-
ment, the new agreement also incorporated an undertaking by the Canadian
Government to exempt from its 8 percent excise tax, products on which the United
States obtained scheduled concessions. Canadian legislation, effective April
26, 1939, removed this 3.percent tax not only on scheduled products but also on all
products Imported from the United States.

United States exports to Canada in the early months of 1939 were below the
same months of 1938. Following the removal of the Canadian 3 percent excise
tax, 1989 exports to Canada Increased very rapidly and preliminary data show
that for the 10 months of 1939 exports to Canada were practically equal to ex-
ports during the same period of 1938,
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Reflecting in part increased business activity in the United States in 1939,

imports from Canada this year have exceeded 1938 imports, both month by month
and for the cumulated period to date. Complete detailed data are as yet not
available to permit an estimate of the effect of the present agreement upon this
movement of trade.

ANAL SIS OF UNITED STATES-CANADIAN TRADE'D ir b Tv 3 YEARS, 1986-38,
OF THE FiRsT TRADE AGREEMENT BETWEEN THE tUNITRD STATES AND CAX14DA

In tile 3 years 1936-38, during which the first ttade.agreement I 
between the

United States and Canada was effective, Canadianirports for consumption from
the United States averaged $427,000,000 a year and were 38.5 percent greater
than in 1935, the year before the agreement becameeffective.2 

Canadian imports
of United States products In 1938, valued at $424 000,000, were $115 000,000
greater than in 1935. In 1936, Canadian iinports frokn the United States
amountedto .$367,000,000 and .in 1937 to $490,000,000.. AlthouglVcanadian
imports from countries other than the United States declined by 20.6 percent
from 1937 to 1938, reflecting in part a decline in 'Canadian business activity,
Imports from the United States declined by only 13.5 percent. : :

The value of IUited States imports for consuimiptioi from Canada in tie 3
years 193(1-38, averaging $343,000,000, were 10.8 percent greater thn the value
of such imports in 1935. During 1938,'the United States imports from Canada,
valiied at $257,000,000, were 10.3 percent less than in 1935 and were substantially
below imports of $376,000,000 in 1036 and $394,0001000 in 1937. The decline
of 34.9 percent in United States imports from Canada in 1938 as-leompired
with 1937 paralleled the decrease of 35.2 percent In total, United 'Statesimports
during a period when United States industrial production averaged 22 percent
lower.

In addition to the concessions exchanged in the agreement, various other fac-"
tors, of course, contributed to the movement of trade between the United States
and Canada during the 3 years 1936-38. Through their effect upon price levels
and demand conditions, increases and decreases in the level, of, business.activity
in both countries caused corresponding changes in the volume and v ale P1
imports. Fluctuations in domestic agricultural production in the Unitd Statef
was also of major importance. As a result of the droughts of 1934 and 1IR86 In
the United States, there was great pressure to import certain agriculttlil prqdudts
into the United States in 1935, 1936, arid part of 1937. During thisrme period
United States producers, with no exportable surplus of a number of agricultu'aI
products, were unable to take full advantage of the lower Canadian duties.
Unfavorable growing conditions in the prairie Provinces of Canada also undoubted-
ly affected Canadian imports and exports of certain agricultural produdtO during
this period.

It is significant, however, that Canadian Imports, from the United Statei of
products on which Canada lowered its tariffs, increased relatively more than total
Canadian imports from the United States, both on the average for 1936-38
over 1935 and for 1938 over 1935, Also, Canadian imports of such products
from the United States in 1938, as compared with 1937, declined relatively less
that total imports from the United States.

CANADIAN IMPORTS FROM THE UNITED STATES

The lower trade barriers which the United States obtained from Canada
aplied to hundreds of products which that country- imports. from the United

states. On the average for the 3-year period,, 19638,.Canadian.imports ofrsuch
products totaling $190,000,000, were 58.2 percent greater than in 1935. During
1938 such imp ortsi valued at $197,000,000, were 84 percent less than in 1937, but
were materially above imports, valued at $120,000,000, in 1936 and $156;000,000
in 1936. II * . . f:,., "' : : t ....... , :I -w

Canadian Imports were substantially greater in 1938 than In, 1935 for, many
of the United States products on which Canadian duties were lowered by the
agreement.

'The first agreement with Canada signed cc Novermer 1, Id.ftecive on a tlllr , w
sirrerseded by a second Agreement, signed en' Neverxberl7T 1915, and effective on fanuaryr1, Q;l heconcessions obtWned in the first agreement, with a few it hsnE t exoepiors, were continued sld ex.
handed in the second agreenent.,

I Becuse of tratsshipments .and other technical diffle MtVlg, Csadian Impct data provide s better
mesurement pt American goods going Into Canada tban do Uilted States osplbt dea.
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Among such products were certain fresh fruits and vegetables, such as grape.
fruit, lettuce, onions, and tomatoes; wheat and other grains and grain prepare.
tons; salted pork, bacon, hams, shoulders, and other cured pork; printed or
dyed, cotton fabrics; newspapers, advertising pamphlets, and other printed
matter; automobiles and trucks; farm implements and machinery; metal work.
ing, printing, and mining machinery; electric motors, radio apparatus, and other
electrical machinery aid various petroleum products.

Although Canada s 1938 imports of most items were smaller than in 1937,
imports from the United States were greater in 1938 than in any of the 4 years
under analysis for the following reduced-duty products: nuts, onions and toma.
toes; wheat and other grains; bacon, hams, and shoulders; boots and shoes and
slippers of leather; printed matter; farm implements and machinery; and
gasoline.
. Substantial benefit has been derived from a provision of the agreement under
-which the Canadian Government enacted legislation on May 1, 1936, permit.
ing Canadian tourists to bring back, duty-free, merchandise purchased in the
United States up to a. value of $100 per person. During 1938, such incidental
purchases were valued at over $8 000,000 (as compared with $6,000,000 in 1937

* and with about $3,000,000 from May 1, 1936, to the end of the year) and con-
sisted primarily of clothing, boots and shoes, furniture, and household appliances.

By main groups of products, the values of Canadian Imports from the United
Statesifor thWyears ,1935 tbroughl.138 of commodities on which Canadian tarl
barriers were lowered are shown in the following table:

Valuce of Canadian imports from the United States of commodities on which Canadian
trade barriers were reduced in first United Stales-Canadian trade agreement,
effetive.,J. 1, 198S

[Thousands of dollars)

, Commodity groups 1985 1936 1097 198

Fresh, dried, and tanned fruits ................................ ,19 7,240 8,168 N us4
Fresh1 banned, and prwerved vegetables and vegetable prepa.

rtion .......-..........-............................. ....... 8,876 4,287 8,211 5,090
Grates'anj preparations.-------------- -_ ........... 502 910 4,105 10,084
Other edlible and inedible veeicibe product .... .-- 2,0 3,96 3967 3420
Animal product ...........I--.................... ........... 2,005 8,772 3,861 4 120
,Tx e product-- .............................................. . 6,476 .8,202 15 010 9,273

prdc.-------------------,9 I ,006 2,172 1,814R bbe products ........... .. ................................. 2, 94 1, 5N 212 11
WoOd sad manufactures ...................................... 2,09 8,767 4.775 4379
Poper, paper manufaotures, and printed matter ................ 10, 595 13, 192 13, 470~tomotigroduct~s ...... ............................ ...... 4,002 27, 418 38, 1,4 26,1176C toa r not nery of iron and stee .......... .................... N 42, 067 4, 798 84,372

Nonferrous metals and manufactures ...... -------------------- 11,548 14,6N7 19,549 15,920
Nonmetallic iNinerala sid products ........................... 9,97 11,465 14,491 16,075
Chemical products .............................. .......... 4,700 5.306 6,872 6, 560
Mtscellaneous products -anda..n.............................. 5,44 7,693 10,216 11, 465

.Inldfntal potrnases of returning Canadian tourists ($10
-exemption from duty hean Msy 1, 1086) .............. ................ 2,932 0,200 8,009

T'tal United States products on which Canada Iowored
' its trade barriers.. ........-.. ...................... 119,780 15, 80M 215,440 I7,275

Preliminary.
Source: Compiled from Trade of Canada, calendar year 1935, Domlnlou Bureau of Statistics, Ottawa.

Imports from the United States of products on which Canada bound its existing
tariff treatment were 45.2 percent greater during 1936-38 than during 1935 and,
despite the temporary recession in trade, were still 38 percent higher in 1938
than in 1935. Among such products, imports from the United States of traction
engines, and Indian corn for the manufacture of starch or cereal products, were
in eawoh ea.e over $2,000,000 gteAter during 1938 than during 1935. Although
actually greater by 23 000,000 pounds in 1938 than in 1935, the value of Canadian
import ftirfi' the' United, States of cotton and linters was lower by $2,500,000.

For the 8 years ,1936-38, Canadian'imports from tile United States of products
on which neither reduction, bindings, nor other types of concessions were obtained
from Canada averaged 22.1 percent greater than In 1035, and the 1938 imports
of such products were 16.6 percent' above 1935, In the decline of total imports
of United States products between 1987 and 1938, this group, in falling by 17.8
percent, showed the largest relative decrease.
Amion g the leading nonagreement products, Canadian imports from the United

States of books were greater by $700,000 during 1938 as compared with 1935;
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iron and steel sheets and plates, by $2,500,000; well-drilling machinery of a kind
iot made in Canada, by $21000,000; various automotive parts for use by Canadian
manufacturers of automobiles by $4,000,000; coal, coke and products, by $1,500,-
000; and various crude and refined petroleum and petroleum products, by $5,009,-
000. Various nonagrVement products were imported from the United States by
Canada in smaller value in 1938 than in 1935. Among these are resin; iron or
steel hoops, bands or strips; bauxite ore and manufactures of aluminum; and
analine dyes.

A table showing the increases of Canadian imports from the United Statesof
product groups classified according to agreement treatment follows:

Increase in Canadian imports from the United States average 1936-88 over 1985,
and 1988 over 1935; products classified according to treatment under first agreement
between the United -States and Canada

(Values In millions of dollars]

Yearly average, 198 5
1930-38, uver 1935 13 vr13

Value Percent I Value Percent'

Total------------------------------------------i....... 119 6 116 37.4

Products en which Canadian duties were lowered------------70 88.2 77 84.7
Products on which extstIng Canadian tariff treatment was

bound ..................................................... 14 45.2 12 38.0
Other products ............... ........................... 35 22.1 26 16.0

I Percentages are calculated on the basis of full figures.

Source, Complied from Trade of Canada, calendar year 1936-38, Dominion Bureau of Statistics, Ottawa

Two other important benefits were obtained by the United States in the first
agreement and continued under the new agreement with Canada. United States
ports and transportation agencies are now able to handle in transit the products of
non-Empire countries shipped to Canada through the United States on the same
terms as if such shipments come directly into Canadian ports. This was not
possible prior to the first agreement. Also United States commercial travelers
are now permitted to take samples into Canada under bond Instead of having to
pay the full duty without possibility of refund as was the case prior to January
1, 1936.

UNITED STATES IMPORTS FROM CANADA

Almost all the leading products Imported into the United States from Canada
shared in the decline of total imports from Canada in 1938 over 1937. Also
imports of major Canadian products were in most cass lower in 1938 than in
1935, as was the case with total imports from Canada. Among the products
imported into the United States from Canada in smaller value In 1938 than in
1935 were barley and barley malt; corn; wheat both for processing and export
and for domestic use; bans, shorts, and other byproduct feeds; whisky; shingles;
wood pulp; and nickel ore, pigs and oxide. Among leading products which were
imported from Canada in smaller value in 1938 than in 1937 but of which the
1938 imports were equal to or somewhat greater than 1936 imports, include
cattle (except for breeding); fresh-water fish and eels; sawed boards and timber;
unmanufactured asbestos; and calcium cyanamide.

Among the above* products, reductions in duty were granted by the United
States in the first agreement with Canada on whisky more than 4 years old on
certain limited quantities of cattle of various weights, on sawed boards, and on
fresh-water fish. The United States duty of 10 percent ad valorem was bound
against increase on brans, shorts, and other byproduct feeds while the existing
duty-free entry was bound against change for shingles (imports of which were
under quota control in 1937 and 1938); wood pulp; manufactured asbestos;
calcIum cyanamide; and nickel ore and oxide.

As previously stated, various factors, in addition to the trade agreement,
influenced the movement of these goods. The duty concessions to Canada were,granted only after careful consideration had been given to the possible effect of
increased imtort upbn United States producers of the same or substitute products.Experience has proved tt tthe safeguards were adequate. Imports ofnost of



RECIPROCAL TRADE AGREEMENTS ACT

these products actually proved small as compared to domestic production and,
where increases in imports occurred, such increases were generally accompanied
by Increases in the domestic prices of such products.

A table showing the total dollar value I of Canadian imports from the United
'States and of United States imports from Canada, for 1935 throilgh 1938, follows:

Canadian Im- United States
ports for con-, imPcrs (orstimption from Iosmptior
the United conumption

States from Canada

........... .................................................... $308, 091 000 $M10,112, 000
1 ...................................................------------- 367,413,000 377,76,000
1937 .............................-...................................... 89,997,000 394,241,000
1938 (preliminary) ....................................................... 424,008,000 2 647,000

I The Canadian dollar was approximately equal to tho United States dollar during the 4-year period.

Mr. GRADY. I hope that what I have said will serve to make clear
-to you how we have examined the subject from this side and from
that, front and back, turned it upside down and looked inside of it,
to see if we have been correct in believing what common sense tells
us-that the effect of the concessions obtained in these trade
agreements is to encourage our expert trade.

Nevertheless our critics have tried, by statistics, to prove that
common sense is wrong. They have selected statistics to prove that
white is not white but some shade or other of black. I should like
to refer to one or two examples which are a matter of public record.

An attempt has been made to show, by au exclusion of certain
countries from the calculations, that exports to trade-agreement
countries increased no more rapidly between 1934 and 1938 than
exports to other countries. This attempt is based on the exclusion
from the nonagreement group of those very countries which have
most actively followed commercial policies at variance with the
principles on which the trade-agreements program is based, particu-
larly Germany, Italy, and Japan. These are the very countries
which it is most important to compare with the trade-agreement
countries in order to evaluate the results of our policies. Yet our
critics have excluded them on the ground that their foreign trade was
interrupted by war during the period from 1934 to 1938. A few other
countries, mostly of minor importance, have also been excluded,
namely, Austria, Czechoslovakia, Ethiopia, Albania, China, and
Spain.

Italy is excluded, partly on the ground of hostilities in Ethiopia in
1935 and 1936, although the comparison in question is between 1934
when these hostilities had not started, and 1938, after hostilities had
ceased. So far as the Italian occupation of Albania is concerned, this
did not occur until 1939. Germany is excluded, although the military
occupation 'of Austria and Czechoslovakia caused no appreciable
interruption of Germany's trade with us.

Another attempt to make it appear that the trade-agreements
program has produced no significant results is made by those who
emphasize the increase in our exports which took place between 1932
and1934. Since this increase took place before the trade-agreements
program could have been a contributing factor, these people argue
that the increase of our exports in more recent years would have
taken place in much the same manner even bad there been no trade-
agreements program at all.
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This argument is entirely fallacious, since it fails to take into ac-
count the reasons for the increase in our export trade from 1932 to
1934 or the situation in subsequent years. The domestic policies in-
stituted in 1933 to foster general economic recovery stimulated a
sharp revival of our foreign trade from the extremely low point reached
in 1932. This development was entirely natural in view of the close
relation between our foreign and our domestic commerce. In addi,
tion, the period from 1932 to 1934 was one of recovery in foreign
countries also, and world trade geuerally shared in the recover
American exports in that period revived no more rapidly than world
exports as a whole. In fact, they rose somewhat more slowly. The
share of the United States in total world exports, which had dropped
from 16 percent in 1929 to 12.8 percent in 1932, fell to 11.5 percent
in 1934.

After 1934 the general situation was different. General world
recovery proceeded less rapidly. Measures to restrict imports were
intensified in many countries. In some countries such measures
developed in their most extreme form after 1934. Clearly, during
these latter years, there has been a most urgent need for direct and
positive action to maintain the upward trend of our export trade-
action of the very kind which the trade-agreements program has made
possible.

Mr. Chairman, I would like to interpolate here a little more specific
data in reference to this matter, because Senator Vandenberg took it
up particularly yesterday with Secretary Hull.

TIhe index of United States exports, taking 1932 as a basis of 100,
increased in quantity to 107 in 1934. The unit price, however, in-
creased from 100 in 1932 to 124 in 1934; consequently the value of
our total trade increased from 100 in 1932 to an index of 134 in 1934.

So you see that that increase was due very largely to the increase
in prices, and that after that period, the index, on 1934 as a basis of
100, shows a very definite increase in quantity, quantity rising up to
an index of 149 in 1939, whereas the unit price was 102, and the total
value was 149.

So this early year period to which Senator Vandenberg refers shows
an increase which is almost entirely a price increase, whereas after
that period the increase was very definitely quantitative.

The salient point is that during the years in which this program
has been in active operation our export trade has increased more
rapidly than that of the world as a whole. Our share of world ex-
ports, which stood at 11.5 percent in 1934, rose to 13.2 percent in 1937,
and to 14 percent in 1938. This indicates that during the time that
our trade-agreements program has been in operation, we have won
back a larger share of the world market.

Furthermore, during the recession of 1938, our export trade declined
less sharply than domestic business. Wlfile the national income de-
creased 10.9 percent as, compared with 1937, exports fell only 7.6
percent. Our foreign trade thus helped to moderate the severity of
that recession.

Another charge which is made against the trade-agreements pro-
ram is a claim that agricultural exports have not increased, but have

declined during the period in which the program has been in operation.
This charge is based on a comparison between total agricultural ex-
ports in the fiscal year ending -June 30, 1932, with total agricultural
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exports in the fiscal year ending June 30, 1939. Those who make
this charge fail to point out that the lowest point of agricultural
exports occurred not in the fiscal year which ended June 30, 1932, but
in the fiscal year ending June 30, 1933. In that year agricultural
exports amounted to $590,000,000. In the fiscal year endiiig June 30,
1939, they were $683,000,000. Thus, between these 2 years, there
was an increase of $93,000,000 in our agricultural exports.

The fallacy of this charge, however, oes be ond the selection ofthe years to be compared. The figure .or total{ agricultural exports

is greatly influenced by the highly irregular fluctuations in our exports
of cotton. Cotton exports, as is well known, underwent a temporary
and entirely abnormal decline in the fiscal year 1938-39. More re-
cently, they have made a substantial recovery. I may say, in this
connection, that the trade-agreements program could, of course, have
had nothing but a beneficial effect on cotton exports. And 1 may
add that the trade agreements have protected a significant part of
our cotton exports against such restrictions as have been raised against
them in certain countries.

Because of the recent adnormal fluctuations in our cotton exports
it is appropriate to consider our agricultural exports of commodities
other than cotton. These increased from $266,000,000 in 1932-1933
to $505,000,000 in 1938-39.

During the years in which the trade-agreements program has been
in active operation, our agricultural exports to trade-agreement coun-
tries have fared much better than our agricultural exports to other
countries. Agricultural exports to 16 countries with which trade
agreements were in effect throughout the year 1938 increased 55 per-
cent between 1935-36 and 1937-38. The increase in the same period
to other countries in the aggregate was only 3 percent. [n 1938-1939,
in spite of the sharp but temporary drop in our cotton exports and
other unfavorable factors, total agricultural exports to the 16 trade-
agreement countries showed an increase of 15 percent, as compared
with 1935-36, while agricultural exports to other countries showed a
decrease of 19 percent.

I have dwelt at some length on the attempts which have been made
to suggest that our program has done little to help exports. On the
subject of imports I shall be more brief. The committee is, of course,
familiar with the oft-repeated statements by critics of the program
who view with alarm an imaginary "flood of imports," which they
sometimes claim, and sometimes merely insinuate, has been let into
this country by tariff reductions.

The committee will remember how, in 1937, a rapid improvement
in domestic business, combined with the effects of a serious drought,
caused our so-called "agricultural" imports to increase, and immedi-
ately the country wasdeluged with outcries against the alleged "flood
of farm imports," which forsooth was bringing ruin to the American
farmer. The authors of these alarming statements, of course, failed
to mention that the increasing "agricultural" imports consisted in
large part of entirely noncompetitive articles, such as rubber, coffee,
tea, bananas, silk, cocoa, and so forth, and that a substantial portion
of the remainder was brought in to supplement our deficient supplies
of animal-feeding stuffs following the drought of 1936. They failed
to point out that the increase in these imports had practically nothing
to do with trade agreements.
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More recently, opponents of the trade-agreements program, while
still continuing to use the phrase "flood of imports," have taken a
dIiff'erent taick. They are now telling us that thle Rlood is just around
the corner. Only the war, they tell us, have saved the American
market from a flood of imports, but this time, as soon as th6 war is
over, they say the flood will really come.

All this sounds very much like the proverbial cry of "Wolf, 'wolf."
Indeed, one of the most remarkable things with which I have been
impressed during the whole period in which I have Worked on this
program, is that a very large proportion of the accusations of injury
to American producers which have been leveled against this program,
claim not that somebody has been injured, but that injury is just
about to take place. t " . I

One of the main slogans of those who are opposed to any tariff
reductions is "The American market for the American' farmer.',
The fact is that the American farmer does have, and haw for many years
had, 90 percent or more of the American market. Whitt the Am'erican
farmer needs is not only a prosperous American market:, 'but alo -
substantial share of a better foreign market.' Th 19291 acom'dig tO
a calculation recently made by the Department of Ag~rimdtur ' the
American farmer had 90 percent of, the domestic market.)' In 193
after 2 years of the Smoot-Hawley tariff, the share hpd 'risen ftom' 90'
to 93 percent, but at the same time, gross farm incomeh"lad fallen
from nearly 13 billion dollars to a little over 5%'billibn dollars: : Where
was the gain from the additional 3 percent of the domestic market,
when the foreign market had been almost completely'ruined? I need
hardly add that the 93 percent domestic market weas anything but a
prosperous market.

The true significance of a large share of the domestic Market was
well expressed by Judge Vinson, who, when he' was i Memberi of the
House of Representatives, asked which the critics of the trade agree-
mnents would rather have: 95 percent of something or 100 percent of,
nothing. For example, the producers of chees; 'who' 'complained
about the tariff reduction on Cheddar cheese in: the first Canadian
agreement, had 99.8 percent of the' domestic market for such 'cheese
in 1932, but were getting only about 10 cents a pound for tieir cheese.
In 1936, the first year after the Canadian agreement, they had! only
97.8 percent of the domestic market, but they got 15.3 cents for'thqfm
cheese. The income from cheese, to those producing chelsd' increased'
from about $37,000,000 in 1932 to $79,000,000 in 1937, despite the
reduction in the tariff. ' 1... .... ';''' -,  " [ i , ......

In 1938 the American farmer had 95.8 pehcntof the domestic'
market for beef, 99.5 percent of the American daity market, 'more than
99 percent of the American market for corn, iand 09 p'erfent of the
American market for pork. These figures indicate beyond' any possi-
bility of doubt that improvement is to be sought, not in 'ani increase
in the share, but rather in an improvement of the purchasing~ pdwer
of the American consumer and in an improved access'; to foreign
markets for our surplus farm production. I ' , , -' ....... ' ''

So much for the contention that, the trade' agrbem~stn srve tio
useful purpose. With respect to the second general coitention,l tat
the present program is the Wrong Way to conduct 6ir f6 tikn tradi4
relations a number of different arguments are advanced. "'It is of'
course, the responsibility of Congress to, decide whether' Ithe pi doemite
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foowe41 is the. right and most effective procedure, and it is my aim
to supply, yqu'with, ,y and all available information bearing upon
t ,_queste.n, biajt May be of assistance if I just endeavor briefly to
et i mattr before you in its general outline, .
, o V44 f he criticipm,of the present procedure rests upon arguments

as to legality or constitutionality., This is essentially a legal question,
Siqe I a ,not a~lawypT and as your committee has gone into this
qestio~ixhai~~yely, or two previous occasions, I shall not attempt
to iuRiUsit., Tie*Se0eaxy of Stat has already referred to the very
0e,1ppIP is,a0wment,.o;this, question by the Legal Adviser of the
ofqxp.rtwnof StAtewhic is to be fqund in the record of the hearings
of ,th .qW Waysan',adl Means Cqmmittee. As the Secretary of
State ias pointed out, it is clear that court decisions support the

i '~~~ llipe¢t of, polwy, the question of tariff adjustment by
Exerit lgipn, :within limits and, conditions established by Congress
i ,g~l~7aq a, if posing a. practical procedure in harmony with

'ah, qogoyoerument, The procedure laid down in the
TKra4~~;Appjnoat Aqt cqno ms to these essentials, for it authorizes
t FwIrit , e'ne ,tiw authorityy conferred upon him only in
aoor icew4t- pol;9ies apdlimitations prescribed by Congress and
thep qly after ipub ! announcement aid opportunity for all inter-
eted IP r.,jes; to, lzeard, and after obtaining information and advice
frp , <ti e int'~t, Glovernment. agencies. Thus, Congress has
preseibe 'At' r and jntelligible policy, with definite limitations on
tfoeextnt to whi action is authorized, and the Executive isrequired,-
in eiryfr out the task thus assigned, to follow a procedure designed
to combine' a constant preoccupation with the public interest with
due,c0 idjqratioR, for each individual interest which may be affected.

e, 4404 iledpocedure developed in the administration of the Trade
AgreepAin ,Aet faihflully carries -out .these essentials of democratic

.pr99f4r .T' e,, T interdepartmental, organization, which formulates
thqO,00*1o Wnsmt pL, the Peside t before they become the sub-
Jet,,,tt oV trade .agreement,. negotiations, has been repeatedly
d~sp4bed.,, Tbis intOrdopnrtpental organization guarantees the main-
tenrk 99f, ,fi publq, j4terestand asrupulous regard for every legiti-
M}$. pPa t, aiites t The clote colaboration of the long-established
agepeiqj associated iwthe .pterdepartmental trade agreements organ-
ization, With .their. extended experience and accumulated information,
m , , '0t14 tlp foii'g trade, program is administered in intimate
ceonnectibn with the important domestic affairs with which our foreign
trade 4 t~ff, pro,1en are closely associated.

,Y1, pfrgngq q ts r tblic, anpounemient of intended negotiations
atd4 fqr the reei~t iaIysia, and incorporation into the general body,
off tio ",o 4hpyjaAwA presented y interested persons, have also
boe,~p1~ A ~ WAt4ayf4nois. I pan assure your committee that every
c4re, taW, t n,1 e tat the information and views thus presented are
toIvprceonpldsr. ,,iry watoiable method is adopted to facili-
tate the fullest presentation 9( information by interested persons.

yqur, q t h reviewed Uiis matter in L947 the procedure
hhiptn i6fd l ariouncing the; import products to
w ,.W ] b 2i d.41 the pro osed negotiations.
T4is prqqe diOcAs'ben car tv, yeaitaned,. Likewise opportunity
ia qpti4ly, pr0q i 4fo Pol itation,,by interested parties with the
trade-agreements organization through informal conferences.
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Because of the effectiveness 'of this 'prdcediut, 'adi t'e' rds~dtin
care with which the facts atr 'ascotAied' afid Wei h~dYbbore.'Wtid
is taken, we have been able to :conclud& 'akiehxn$ Whildh''bb, ai
effective benefits without injurious effect,. It is sigttifiqatt'thdt When
claim of injury is made, in most ipstanc6s it retOlv' itsel into' ap pte ,

pension of injury to be suffered rather than actual injury', hxpetienced.
In this connection, I may mention'that among thp. vatidiis safeguirds
contained in these agreeinents there art a nuritber of s6-6alli& "esae
clauses," of' varying form and character. These' prbvid& ' idtkial
assurance against the contingency 'thwt completely unfor~ di 'd1dum .

stances might, so change the situation as tW editse an ctg~g6A et:41dy
entered into to have serious consequenees." ..... , ,- ' ,, --','' I''

Finally, I would like just'to mention the obvious fact thaijan the
exigency which confronts us, a procedure which' has worked,; Which as
proven itself effective in practice, is certainly tob prefb6 rb ab ye

unknown and untried expedients.' '
,  

1 .
It is a privilege to appear before your committee, and"I shal,'bb

happy to provide any further itforiatton you may desiie'At§"&r as
itIsinmypowor'to'doso. " " 't '"' "

The CHAIRMAN. Senator George, do you have :anr jestibns? '
Senator GEOPOE. No, I have no questions"'Ii ,
The CHAIRMAN. Senator Blarkley? " "" " ' ' "'". ,
Senator BARKLEY. No. "''' ' • ' ',
The CHAIRMAN, Senator 'Clark? ' . '

Senator- CLARK. No. ''''""'' "<

The CHAIRMAN. Senator'Guffey?' . ' 4

Senator GuFFEY. No. ' ' ' .
The CHAIRMAN. Senator Johnson? " "' ' ' ,
Senator JOHNSON. On page 4, Dr; Grady, where ,you showithbe risk

in exports, I notice that you take into consideration the pturcliase df
foreign gold and the exchange of our lxpbits for' foreign g01d. ""Might
that not be the explanation ,for the 'increase, rather thfint'attrlb-uting
it to the reciprocal trade-agreement'pi:&gthnt' 'Wag't th factor
and an iniportantfacetor? '"K"':'~)'W

Mr. GRADY. Senator, the question 'of how liop ire poaid Itot,'ig a
somewhat diffbtent thing, I think,', than th' 6'questi o ti . wb f whether
barriers to our 'trade in our export market are such that'wo'cauinot
sell the products. The trade-agreembnts program ges ah animblior
tion of these barriers stiding i'nthe way of'"trade 'so at- to giv6ur
exporters a chance to Sell our products. 'G ld' ,qgntetN into the $itict r
as one of the items which supplerneits our ifiports',t& 'l6p, a1y' for
these exports. If we had had no gold imports, obvlo sl w6 v'ould
have been able to sell less exports, but: I d hi0tfeel, thattiatlutfes
a commercial policy which tends to encourageq gold as sgaidss'i trade,
that is reasonably balanced. 'I do not feel that We have ael$ved awy
advantage in bringing in this eighteeXddo billion' 'dolltrb 'of, goldi
which we are storing outin Fort. Kndr'ffor btr"hildteno'do r iad'. 4
look at. I think those inlport4 ate 1846eY du6 too tlghted
commercial policy.' ..... et o e

Senator JOHNSON. ,But the gold we purclae certainly' ist being paid:
for in part by exports Now in~te n8Xzt' parftaph; '6r fhbe IOhd
oen down, where you'show on increase 4 93 million tn our alieultuiral
exports in thd year eliding June 30, 1939, 'Ist: thitt' entie fices. in
our agricultural exports accounted for in the exports of agricultural
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MI ujn which a subsidy was paid? On cotton and wheat we
44 40iv fidiP g igthat tine,, which certainly accounted for

11 te 94~ll Qn-lq $YOR sho 85Anjncrease. .,l
fi, , ,. ,l1ye thqse figkues here. Tite decrease in 1939 over

19's J ly inwheAt, tobacco-,-r
i or,, ,.JogNsox, (ipitcrposing), Will you pardon me? I notice

thqt s in this paragrap!i to which I referred is the year
10, .1. ow'!s'y, l"In.,th year agricultural exports amounted to
$59Q0 9 ),0'. tlietical year ending June 30, 1939, they were

$ ,0, .bowsen the'se.two years, there was an increase
oJQQ Q).Oin o6ir ag j ulttural, xports."

My contention is that that increase is accounted for in whole, and
I ore tha, iI whole by subsidies wlich .we paid upon cotton and

w thAe g~r eiljit~ oup 39, 1939.. . ARAD. I have not the fiscal year figures.
Senator CLAA . The agricultural subsidy never wont into effect

irti the pro.pt iscaypar.,
~Sator J9qs SON, We are talking, about the year 1939,
Senator 'BARKLEY. We paid some briefly in 1934-, and then it was

suspended uitil 1939.
Senator GEOR(E. There were wheat subsidies in 1934. No cotton

subsidies were paid until July of last year',
Senator CLARK. That is the present fiscal year, then?
Senator GEORGE. Yes.
Mr. GRADY. As a matter of fact, the exports of cotton were less in

both the calendar years 1938 and 1939 than they were in 1937. They
were $369,000,000 in 1937 and they were $229,000,000 in 1938 and
$244,000,000 in 1939; so, while I have not got the fiscal years, I think
that rather indicates that cotton had fallen qff in those 2 years rather
than. increased., , As far as wheat is concerned, our exports in 1938
inorased over 1937, but in' 1939--.,
. ,S ator JOHNSON '(interpopiing), We .paid a subsidy during that
time?' ,That is thepoint, that I am saying.

Mr. GRADY. But we paid it in 1939, and our exports in 1939 are
somewhat less than in1937 of wheat.

SSenatorrJoHNsON, But :you are talking of the calendar year, and we
are, likely to get our statistics all mixed up, because the'Agricultural
Dep~tnont.shqws.tbe cro ear or the fiscal year.

,Senator LA FoLETI ,.. Mr. Secretary, might I interrupt there? I
understand the comparmon was between 1933 and 1939?

$enak ) oJOINSON. Thrit i ,rig t,
$meatator tA F'QoJJlntE. Just for the sake of the record.
Mr..,P wy.,, The Senator was referring to the export subsidy on

cotton and wheat, and I wM , referring to the year immediately before
that when there.w", no s ibsidy as indicating that the subsidy had not
increased between thope to periods. Now, as between 1933 and 1939,
of course there, are many factors. i
i. Senarto JOHN sON. But the subsidy was one of the factors?

Mr. GRADY. I suppose it was, Senator, but I think it would be very
hard to, sell our, cotton and wheat under subsidies if the buyers of our
otton and wheat: oo'4 i ot gpt dollars to' pay for them.
senatorr JOHNSON, jiPo;: bt the subsidy plan is diametrically

opposed ito the trade agreements plan, and that is why I am bringing
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Mr. GRADY. I would not say that it was diametrically opposed,
Senator. 1 would agree with what Secretary Wallace said this morn-
ing, that it is a form of trade warfare which the Department has under-
taken in an emergency, but which is not sound permanent policy,

I do not think that any form of trade warfare is consistent with
the, system and philosophy of the trade agreement problem, but I do
not think, if you are setting these two opposite each other as different
methods, I do not think that we can make very much of a case for
export subsidies as a better method than trade-agreements, for the
reason that the export subsidies of themselves provide the dollars with
which to pay for these products, and that is the all important thing.
No matter how much you may subsidize, if people have not got the
dollars they cannot buy your product.

Senator JoJXNSoN. I have just one other point that I want to
clear tip.

The CHAX F;MAN. Senator, in that connection, I will place in the
record later data on the relation of the subsidized agricultural exports
to the total of United States agricultural exports.

(The material referred to is as follows:)

Relation of subsidized agricultural exports to total United States agricultural exports
in the fiscal year 1938-89

Total agricultural exports from the United States- ------------- $683, 000, 000
Agricettural exports other than cotton ------------------------ 505, 000, 000
Total exports of commodities subsidized in part.-------.-------- 86, 000, 000
Subsidized agricultural exports ------------------------------- 64, 000, 000
Subsidy paid --------------------------------------------------- 27, 000, 000

United lStateii exports of specified commodities, showing subsidized exports and
amount of subsidy paid, for the fiscal year 1988-89

Total exports Subsidized exports Subsidy paid

('onhnodity Per
Quantity Value Unit Quantity Value I Total unit,

i mate

Wheat (bushels ......... 84,0M 00 $64,663000 , 0.0M7 69,280,000 $44,824,000 $20,784,000 $0.30
Flour (bArrels) ........... 0 7,000 22, 251 000 3,85 25,246,000 17,571,000 5,310,000 11.01
Walnuts (pounds) . 12,70,000 1,671,000 .13 8,089,000 1, 10,000 484,000 .06
Pecans (pounds). ,297,000 521,000 .10 824,000 i 38,000 47,000 .00
Pears (boxcs) ---------- 3,710,000 6,038,000 160 81,000 130,000 40,000 .350
Butter (pounds) ........ %,277,000 000 .28 802,000 22,000 24,000 .03

'Tot al values..... .......... 82,8,000. ...... I64,018,000 126,605,000.

I Estimated.
I Includes sales of flour for export to the Philippine Ialands under indemnity pregrmnus.
I Averae.

Senator JOHNSON. That is the very year that is in point here in the
testimony?

The-CHAIRMAN. Yes.
Senator Go-no. As far as the cotton subsidy is 'concerned, that is

a very important fact. The exports of cotton in the fiscal year
1938-39 fell to the lowest point for many years, but it was known to
the trade and it is a fact that the American stocks of cotton abroad
were practically exhausted or more nearly exhausted than they had
ever been since we had become a great exporting country of cotton,
so that while the subsidy and its effect on the crop of 1939 in the
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present fiscal year has not gone back to its average export volume for
the 10 years prior to 1933, that was the situation.

Mr. GRADY. That is correct. I have the figures here.
Senator GioIcoi. It is probably one or one and a half tnillion bales

under the average now, so that I think it cannot be said with any
very great degree of accuracy that the export subsidy on cotton
really had very much to do with it. It might have induced some
buying, of course, of cotton that might have been deferred, but
American cotton had to move to fill up the gap that had been made
in the stocks held abroad.

The CHAIRMAN. You may proceed, Senator Johnson.
Senator JOHNSON. The other point I had, Dr. (rady, is the point

J brought up with the two previous witnesses, Secretary Hull and
Secretary Wallace, and that is relative to the status of the existing
agreenients an( the effect of the pending legislation upon those

agreements. My contention is that the only matter that is before
the Congress, the bill which is before the Congress has to do with the
extension and has nothing whatever to do with the status or the terini-
nation of the 22 existing trade agreements. My further contention
is that the President alone has the power to terminate these trade
agreements in part or in whole, and I would like to read into the record
at this point paragraph (b) of section 2, reading as follows:

Every foreign trade agreement completed pursuant to this act shall be subject
to termination upon duo notice to the foreign governments concerned at the ed
of not more than three years from the date on which the agreement comes iito
force, and if not then terminated, shall be subject to termination thereafter upon
not more than six months notice.

And then the clause at lhe end of section 2 and section 350, readil-4:
The President may at any time terminate such proclamation in whole or in

part.

My point is that tile only matter before us now is whether we shall
enter into more trade agreements, and the status of the present agree-
ments is not a part of the matter now pending before this committee.

Mr. GR.%Dl'. It is true that the failure to renew tho powers under
the Trade Agreements Act would not directly affect the agreements
now in existence. I think it would have a very far-reaching moral
effect as far as the program is concerned. I think it, would be inter-
preted as a change of American policy not only domestically but inter-
nationally. That is in tle first instance.

And in the second instance, there is a phase of the question that does
have a bearing on the agreements now in effect. If the President no
longer has the power to make agreements, he has no longer the power
to make adjustments in connectima with the agreements, and it may
be very important, especially at this time, to have that power. The
exercise of this power was important, as pointed out here, in connec-
tion with the silver fox situation, also we had the situation which
Secretary Wallace referred to with regard to fresh and frozen pork
also. We did nob take any steps with regard to our agreement, but
the fact that we had powers in connection with the agreement certainly
had a very beneficient effect on the Canadiani Government officials
in decidingwhat adjustment they would make with regard to this
pork, in other words, questions may be constantly coming up.

The Secretary referred to a matter in connection with the Swiss
agreement, which is being carefully considered at tlv, moment, amnd
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there may be other matters of more or less minor adjustments that
we would not have the power to do if the act were not renewed.

Senator JOHNSON. What do these powers consist of?
The President may at any timo terminate any such proclamation in whole or

in part,
Does that not give him full power to change the policy by procla-

mation in whole or in part?
Mr. GRADY. Well, we cannot change an agreement by unilateral

action,
Senator JOHNSON. The other countries would have to agree to it,

certainly.
Mr. GRADY. Yes. It is like any contract. You cannot take

unilateral action with regard to it, but you can make arrangements
with the other party to the contract to make certain adjustments,
but if you have not aiy power with regard to the contract, you are
completely headed off.

Senator JOHNSON. That would be trute; yet to(tay when you
make an agreement with any other country, it seems to me that
the President has been given the same power over existing agree-
ments that you had originally, and the only thing.that you're asking
for at the present time is the jurisdiction to cover agreements that
may be entered into.
M .GRADY.' New agreements or' alteration' of the existing agree-

ments; you could not change existing agreements without the power.
Senator JOHNSON. Then it is your opinion that these agreements,

unless they be terminated at the end of the 3-year period, they are
bidetenninate, they go on forever?

Mr. GRADY. They go on subject to the 6 months' notice indicated
there in the act.

Senator JOHNSON. And subject to the President's action thereafter?
Mr. GRADY. The President, acting through his representatives,

may decide to abrogate an agreement, and thon take the matter up
with the other country, and then when the formalities are taken care
of, then the President by proclamation abrogates the agreement at
the end of the 6 months' time.

Senator JOHNSON. But unless the President does take that action,
the agreement continues on indefinitely?

Mr. GRADY. Unless he or the other parties to the agreement take
action, They can also take action.

Senator LoDGE. Mr. Secretary, I have listened to your statement
with interest and admiration, and I hope that you can enlighten me
on certain phases of this matter, particularly the assertions that are
constantly made without any attempt to prove or verify them, that
free trade tends to develop peace. If that is true, how is it that Eng-
land the greatest free-trade nation on earth, is always the first to get
involved in every major war?

Mr. GnADY. Well, I do not know that that is exactly true that
England is the first to get involved in every major war, but I think it
is true that England has been in a great many wars in the last 50
years. I might say that England has not been a free-trade country
for some years.

Senator CLARK. We succeeded ii forcing Great Britain off of free
trade.

215171---40-10
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Mr. GRADY. They felt they could not go it alone in a world raising
tariff barriers everywhere, and I believe that it was a great. tragedy
that Great Britain did not hold out and continue her, liberal trade
policy as an example to the world, but as Senator Clark has said, our
action in 1930 and the action of other countries left Great Britain hi
in the position of being the only country with its markets substantially
wide open in a world that was not only using tariff barriers of all sorts,
but using various types of economic warfare such as export subsidies
and things of that sort.

I think that what is involved in your question is the assumption
that her trade has brought her into war, that it is a matter of trade,
and consequently if you have a world-wide trade that you are apt to
get entangled in wars. I do not think that is at all so; I think the
contrary is true. I think wars are largely economic, but I do not think
they are trade wars in the strict sense. I think the opposite happens,
that where trade is stifled, you have a struggle for outlets and a place
in the commercial sun outside. When countries are trading and if
they are trading particularly on principles of this program of non-
discrhnination, you have the building up of a condition with regard to
trade that tends to reduce to the minimum the conflicts growing out
of trade. There is no inherent conflict between the trade of one coun.
try and another. They are mutually advantageous, and wars may
come out of the desire for territory, the desire for imperialistic expan-
sion, the desire for concessions, and. things of that sort,' but I do not
think you can find in the history of the world in the last 50 years any
evidence that trade itself has been a producer of wars.

Senator LODGE. Wasn't there any trade rivalry between Germany
and Great Britain in 1914? Isn't there a trade dispute between Japan
and China? Aren't the imperialistic ambitions and these concessions
to wjiplh you refer, aren't they just an attempt to get foreign trade
under another name?

Mr. GRADY. I do not think the conflict of trade between Great
Britain and Germany in 1914 was the cause of the war. They were
almost each other's best customers, as a matter of fact. The Germans
were concerned about questions of colonies and questions of fencing
off colonies against their trade, and the Britishhad not done it to
any particular extent, but Germany felt, as she feels now, that if
she had colonies she could exploit them to her own advantage, and
she has seen her rivals get territorial concessions in these rich oil
deposits and things of that kind. It is a struggle of imperialism with
the concept of getting part of the world's wealth tinder your control.
The matter of trade is an antidote to conflicts between countries,
because if trade is carried on on a basis of fairness and if you have
liberal policies, then nobody has on excuse for complaining about the
action of the other country and they get mutual benefits.

In China and Japan, it is not a question of trade at all, it seems to
me. It is a question of domination for industrial development and
for the getting of China's wealth through one form or another by
exploitation.

Senator LODGE. Did not the Chinese boycott Japanese trade and
annoy the Japanese?

Mr. GRADY. Certainly; that was a factor. But I think a lesser
factor in the picture. I think that was a reaction. It came as the
only protest that the Chinese felt that they could make to the policy
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of Japan in China, which was a policy of complete political and
economic domination. r I I

Senator LODOe. Don't you think that if England were not de-
pendent upon her shipping, she would not be so concerned over the
interference with her shipping? I

Mr. GRADY. Well, of course if she withdrew within the boundaries
of her little island and had no relations whatsoever either through
shipping or trade or finance with the rest of the world-

Senator LODGE (interposing). There would be fewer wars for Eng-
land, wouldn't there?

Mr. GRADY. Possibly, but it is the kind of an existence you eliminate
through death. She would practically be eliminated as a country of
any importance.

,4.nator LoDGE. But you certainly would agree with ,me, I hope
when I say that it wouldbe a great mistake for this great continental
nation to frame a trade policy for ourselves on the assumption that
we were a little island that could not live for 7 days without shipping?

Mr. GRADY. I am not an extremist either way on this question.
That is why I do not think it is a question of free trade versus iso.
lationism, but some kind of sensible tariff policy that maintains a
proper amount of foreign trade without going to the extreme of free
trade, or of unlimited lending and extensive shipping operations.
I would be very strongly opposed to any policy in this country that
would tend to diminish our position in shipping, diminish our position
in finance, and diminish our position in trade as long as we carry out
those policies in the proper manner--a nonimperialistic manner--a
friendly neighbor manner if you will. I see no conflict at all, but
quite the contrary. If you go isolationist and you have to cut down
your production of cotton, tobacco, and all of these products, and
consequently have crop controls of a far, more extensive sort than we
have contemplated up to now, you move toward a regimentation that
may change to quite an extent your whole political organization.

Senator LoDGE,. If that is the logical consequence of isolationism,
then is it not a fact that the logical consequence of internationalism
is war--if you are going to go to those two extremes?

Mr. GRADY. As I say, I do not take the extreme position. I do
not know that even the extreme position would got one into war. I
do not think that any of us nowadays believe in any kind of sentimental
sloppy internationalism, in fact, our position in tis trade program is
largely one of having ourselves equipped with proper instrumentalities
tb take care of our interests in the world, because we have contracts
which protect us now in 20 important markets.

Senator LODGE. You have made the best answer I have heard so
far, in fact you have given me the only answer I have had so far, and
I have asked this question of everybody.

Mr. GRADY. I would like to say one more thing about the British
and it seems to me that the British are somewhat like a neighborhood
situation where the authorities are trying to cut down the hazards of
fire. You might have one resident in that district who allowed none
of the debris that is a fire hazard upon his place, but everybody else
might have a great many inflammables. , But one person might have
hig p lace burned uip not as a, result of his own policy but as the result
of those Around him. That is somewhat the position I think that the
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British are in. They have gotten into difficulties, and wars, if you will,
largely because of conditions in the world which led to that.

Senator LODGE. They live closer to the powder house than we do,
and there is the tremendous difference, isn't it?

Mr. GRADY. Yes; and I think that is the trouble with the whole
situation.

Senator LODGE. Now, I would like to ask you some questions on a
different aspect of these reciprocal trade agreements. Do you think
fishing conditions have been helped by this program?

Mr. GRADY. I think in a general way they have been helped. I,
do not think they have been hurt.

Senator LODGE. Can you give me any figures?
Mr. GRADY. This fillet situation" regarding fish is a rather recent

development. There has been an increase not only of imports but of
domestic production. I have not the figures for 1939, but production
of filleted fish, fresh or frozen, inereaed from 74,000,000 pounds in
1931 to 117,000,000 in 1938, and I understand that 1939 will show
a further increase in production. Imports have increased also.
Imports in 1931 were 3,000,000 pounds, and in 1938 were 9,000,000.

Senator LODGE. Could you furnish me figures to show that the
cash income of the fisherman is bigger now, making allowance for the
imports and the exports and all of those different factors, because
that is what ,concerns them?

Mr. GRADY. I will be glad to furnish that. I think that the
figures will show--

Senator LODGE (interposing). They do not think that they have
been helped, at least the ones I have talked to.

Senator CLARK. Will you give us those figures again on fish?
Mr. GRADY. In 1931, the United States production of fillets, fresh

and frozen, was 74,000,000 pounds. In 1938 they were 117,000,000-
an increase from 74 to 117. Imports were 3,000,000 in 1931 and
9,000,000 in 1938.

Senator CLARK. So that the increase in the domestic production
in those years was many times more than the total importation int
the United States?

Mr. GRADY. That is correct. There has been apparently no dis-
placement of production by imports.

Senator CLARK. In other words, you contend, if it has not done
them any good, it has not done them any harm?

Mr. GRADY. I contend that the figures show it has not done them
any harm. We find, of course, that industries-fish or others-will
complain about a reduction in the tariff and assume that they would
be still better off if there had not been any reduction in the tariff.
There has been a great deal of complaint in the zinc industry of imports.

Senator CLARK. That same thing is true in the zinc industry,
that the increase in the domestic production is greater than the
total imports?

Mr. GRADY. Yes, sir; and the price went up today a quarter of a
cent-and yet they have been making strenuous argument about
being harmed.

Senator LODGE. You will provide facts on the prices?
Mr. GRADY. Yes.
Senator LODGE. Because those figures cannot be interpreted properly

without the prices.
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Mr. GRADY, I shall be glad, very glad to do that, and the total

income.
(The information referred to follows:)
The quantity and value of all species of fish landed at each of the

three principal* New England fishingports for the years 1929 through
1939 are given in table I below. The average price of important
species of fish landed at these three ports for the saine years is given
i table 2. Also included below are excerpts from pages 8 and 9 of
the February 1940 issue of the Bureau of Fisheries publication,
Fishery Market News.

In general these tables and excerpts indicate that income from
fishing (as indicated by value of fish lauded) in this section was greater
iii 1939 than in 1938 and that for the 4 years 1936-39 income and
prices averaged greater than in the 4 years 1932--35, before the first
trade agreement with Canada became effective.

TABLE I.-Quantity and value I of fieh landed at the 8 principal New England ports,
total all species, 1929-89

Landed at loucestoer Landed at Boston Landed at Portland

. . .. . ______-

Dollars
1,700,000
1,348,000

776, 000
434, 000
442,000
70, 000
933, O0

1,158,000
918,000
972, 000

1,205,000

Pon da
255, 722. 000
285,257,000
219,942,000
215, 619,000
232, 583, 000
255, 05, 000
3D7,372, 000
339,103,000
324, 000,000
318, 745, 000
295,353,000

Dollars
10,737,000
10,873,000
7, 07, 000
5,0367, 000
0, 09, 000
7,110,00
7,733,000
9,583,000
8, 468, 000
7, 024,000
8,007,000

Pounds Dollars
17,494,000 807,000
18,180,000 27, 00
18,890,000 007,000
11,387,000 283,ooo
12,837,000 316,000
16,093,000 395,000
14,482,000 a37 000
13,014,000 381,000
17,121,000 404,000
18,857,000 361,000
17,702,000 335,000

Pounds
53, 880, 000
47,359,000
24, 860, 000
25,328, 000
21,737, 000
40,130,000
91,264,000
59, 216, 000
40, 239,000
03,900,000
75,766,000

I Value of the fish to the fishermen.
I Prellmlnary.
Souroo: Records of the Bureau of Fisheries, U. S. Department of Interior.

TABLE II.---Average price of fish (value per pound to the fishermen) landed in the

8 principal New England ports by fishing vessels, 19.e9 to 1989

[In ents x r pound)

Ialed at Boston

Cod . Pol-oddock lack

Cents
per

pound
3.8S
3.22
2.84
2. 15
2.2
2. 9
2.40
2.80
2.24
2.10
2.47

Cents
per

pound
3.74
3.59
3.30
2.41
2.61
2.81
2.50
3. 13
2.81
2.47
2.73

Cents
per

pound
2.76
2.29
1.00
1.22
1.29
1.72
2.01
2.37
1. 84
1.42
1.82

Landed at Gloucester

ack- Cod 3lad- Pol- IMack. Coderel dock lack erel

Cents
per

4.29
3. 9
4.48
1.82
2.32
3.01
2.00
2.83
5.04
2.05
2.90

Cents
per

pound
3. 053.8 9
3.04
2.23
2.20
2.432,20
2.75
2.45
2. 10
2.6

ptr
pound
3. 11
2.77
2 70
2.00
2.07
2.09
1.66
2.74
2.0
2.14
2.37

GeNis
per

pound
2.02
1,.9
1.38
.82

1.40
1.44
1.80
1.63
1.51
1.09
1.05

Cents
per

pound
2.88
2.82
3.75
1,28
2.05
1.41
1. 33
2,48
5.77
2.41
1.93

Oents
per

pound
4.40
3.30
3.39
2.61
2.33
2.37
2.41
2.57

2,48
2.30
2.18

Landed at Portland

Calendar year-
1 . -29 .............
1030 ...............
1931 _............

1933 .........1034. ..-.. ........1934 ..............

1930 .......
1937 ...............

19301 -- -- -

1020 ....
1Igo ........
1931 ........
1932 ..........
1933.
1934.
1937 ........

1937 ..... .

1039 2 .........

Iad- Pol.
dock lack

Cent1 Cents
per per

pound pound
3.17 1.83
3.10 1.02
2.89 .89
3.08 .61
2.03 .73
2.79 1.04
2.35 1.07
2.9 1.09
2.00 1. 21
2.06 .93
3.19 1.62

Mack-
erel

Cents
per

pound
2.05
3.85
2.041
1.08
1.23
1.07
2.00
4.09
3.94
2.69
2.0N

I The usually high 1price of niockerel In 1937 was du to the fact t1t tho catch was extremely small In
Ihat year. Tile 1930 catch also was S1nall but1 the eatoh consisted principally of abnorlmally s1a I fish and
the price dil not rIse In lrolprtlon to the scarcity of maackerel.

I Preliminary,
Urco: Records of the Bureau of Fisheries, U. S. Department of Interior.
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[Ezcpts from Fishery Market News, February IM4, Biyeau of Fisheres, U. S. Department of the Interior

Landings [of fishery products) at the three ports [Boston, Gloucester, Portland[
during 1939 totaled 388,821,000 pounds, valued at $9,547,000-a decline of 3
percent in quantity but an increase of 7 percent in value as compared with 1938.
The principal items landed durln the past year were haddock, 135,235,00 pounds,
valued at $3,693,000; cod, 80, 49 000'pounds, valued at $1,988,000- romfish
77,613,000 pounds, valued at $1,091,000; and pollock, 30,453,000 pounds, valued
at $536 000. Receipts of these items accounted for 83 percent of the total quan.
tity and 77 percent of the value of the landings at the three ports during the year.

Less fish were landed in Boston in 1939 than in the preceding year; however,
prices were higher, according to information tabulated by the Boston Fishery
Market News office. For the 12 months ending December 31, 1939, a total of
6,856 fares, aggregating 275,000,000 pounds, of fish were landed at the Boston
Fish Pier and sold over the New England Fish Exchange at an average price of
2.79 cents psir pound. The 1938 landings were 25,000,000 pounds more but the
average price was 0.35 cent per pound less.

Large haddock was the Predominating species during 1939, 73,300,000 pounds
bing landed and sold for an average price of 3.09 cents per pound. Large haddock
prbes this year were 0.21 cent higher and total landings were almost 5,000,000
pounds less. Scrod-haddock landings and prices were tip 6,000,000 pounds and
0.58 cent per pound this year. The 1939 landings for this species amounted to
more than 43 000,000 pounds for an average selling price of 2.23 centi per pound.
Landings of iarge cod, 23,700,000 pounds, were 3,000,000 pounds less in .1939
than in the preceding year but prices were 0.41 cent per pound higher. Market-,
cod landings amounted to 35,900,000 pounds, the average price paid the fishermen
being 2.38 cents per pound as compared with 41,400,000 pounds and 1.96 cents
in 1988.

Senator LODGE. May I ask you one more question, and then many
thanks for your courtesy.' Boots and shoes--have they been helped
by this policy?

Mr. GRADY. Well, they have not been hurt by it, Senator, and I
think they have been helped very much indirectly. The shoe industry
made a very vigorous protest in 1937 when we were having the hearings
on the Czech agreement. That was in August or September of 1937.
The position of the shoe industry was that imports were increasing at
an alarming rate. Well, imports at that time were less than 1 percent
of our total shoe production, but they were increasing rather rapidly.
There had been in the 8-month period of 1937 as against the 8-month
period of the year before, an increase of about 1,000,000 pairs of
shoes-imports of 1,000,000 pairs of shoes. During the same period
there wts an increase of 35,000,000 pairs in domestic production. The
imports increased very largely for the same reason that the production
increased, that the first 8 months of 19,37 were very active as far as
business was concerned, manufacturers w,.re producing all things on a
larger scale and anticipating hgher pr;.s and greater demand, and
the result was there was a sort of general boom, and shoes shared in it.
We took into account. the fact that tifers was no harm to the industry
with those imports at that time, which, as I say, were less than 1 per-
cent. But in order to reassure them that there would not bo a
continued increase at the same rate that had been taking place, we put
a provision in the agreement that if imports in any year of the types of
shoes included in the agreement exceeded I Y percent of the average
annual domestic production for the 5 preceding years, that there
would be no violation of the agreement if Congress increased the rates
of duty on all such imports which exceeded 1 Y percent of the domestic
production.
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That agreement went into effect in April 1938, I believe, and was
in effect until April 1939, just a year, and I can assure you that some
of the representatives from New England were watching this situation
very closely in order to get action by Congress-of course, at the end
of that time or about then Czechoslovakia ceased to exist and the
reduction which we had given no longer applied, but the imports
during that year did not reach 1 percent, to say nothing of 1Y% percent.

I just read this morning a statement of the ,,ery excellent position
that the shoe industry is in. I think its production is quite a few
percent higher for this year than for the year 1938. I had tie pleasure
of sitting in with a group of manufacturers, the Associated Manu-
facturers of Massachusetts, about 2 weeks ago. It was an off-the-
record meeting and I understood that they represented about 80
percent of the manufacturers of the State, and we had an extremely
interesting discussion. I found the attitude of these men not at all
antagonistic to this program. A number of them said that in some
item or other they had lost some business through imports, but they
seemed to feel that the program did not call for serious complaint, and
the shoe question caine up and the head of one of the largest shoe-
nianufacturing establishments in this country was asked about it,
asked whether the shoe industry hd been hurt, and he got to his feet
and lie said it had not in the least been hurt by the Czechoslovakian
Concession.

SPnator CL.nK. Our former competitors from Czechoslovakia have
moved ,in, behind the tariff wall and have now come over here and are
begining to manufacture their slhocs in this country.

Senator KING. To make the record complete, this manufacturer,
Bata, brought $2,000,000 in cash here and is giving employment to
700 people in Maryland and making shoes.

Mr. GRADY. Yes. Not only that, but he plans to conduct all of
his foreign business from the United States.

Senator GEORGE. le is not hurting our general economy.
Mr. GRADY. I do not believe so.
The CHAIRMAN. Are there any exports of fish?
Mr. GRADY, Yes- there are some.
The CHAIRMAN. i see here in 1938 we exported $14,154,000 in value.
Mr. GRADY. Yes. This new process is extremely promising from

the standpoint of the fish industry, because they are building a market
all over the country. With this new process they are getting out into
the Middle West with their fish in a way that they never did in the
past, so I do not think that any case can be made for their being hurt,
and I do not think there is any reason why the industry should not
make very great progress.

Senator CLARK. Let me ask you this about the question of fish: If
it be assumed in accordance with the implication of the Senator from
Massachusetts that there has been some injury to the fishing
industry-

Senator LODGE (interposing). I have not implied anything. I am
just a seeker after truth.

Senator CLAnK. I understood from your question that the fish people
thought there had been some injury.

Senator LODGE. That is their interpretation.
Senator CLARK. Wouldn't you consider that it was much more

likely that that damage had been suffered by an increase in 42,000,000
pounds in the domestic production rather tlan an increase of 3,000,000
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pounds in foreign importations? It seems the price would be more
affected in that way due to the domestic increase rather than to the
importations.

Mr. GRADY. Yes.
Senator LoDGE. You do not contend that the industry was adversely

affected by reason of an increase in the domestic production?
Mr. GRADY. The Senator's point was that if you are talking about

incroased competition, you can get it from increased domestic pro-
duction as wellas foreign. A good deal of that competition is ceminag
from the Lakes region.

Senator BARKLiY. There may be more people eating fish.
Senator GUFFEY. What process did you refer to?
Mr. GRADY. They take the fish and eliminate all of the surplus

and cut into fillets, into a sort of fish steaks, and then it is shipped
under the freezing process and it is sold in the domestic trade ill a
very simple way, a good deal like this new processig of vegetables.
It is a. matter that gives very great promise to the fishing industry.

The CHAIRMAN. Is that tfe same thing that those people who want
to talk French call "filet"?

Mr. GRADY. What is that, Senatom?
The CHAIRMAN. Is that the same as they call "filet" in French?
Ml'. GRADY. Yes. There are different types of fish used for this

purpose, Senator.
Senator CAPPER. Dr. Grady, you say tla this reciprocal trade

program has been running about 6 years, hasn't it?
Mr. GRADY. Yes.
Senator CAPPER. Do you think that the wheat grower has been

helped by the operation of this program throughout that time?
Mr. GRADY. Very definitely lie has, Senator, because a number of

concessions have been obtained for wheat in the agreements which
we have made. In four agreements we got lower duties, particularly
in the United Kingdom agreement that Mr. Wallace referred to tiis
nioi-ning, which was extremely important, because that is normally
our largest wheat market. Two other agreements give us a binding
of the present treatment, so that the wheat farmer is certainly better
off as a result of the program than lie would be without it.

Senator CAPPER. Have yOU the figures showing the amotnt of
exports of wheat during that period?

Mr. GRADY. I thought I had those wheat figures in front of me, but
I can supply them later.

Senator CAPPER. Well, you aire claiming that the trade agreements
have helped the farmer?

Mr. GRADY. Yes; I do not suppose you are arguing, are you,
Senator, that because of the trade-agreement program, they are not
selling as much wheat as they did before?

Selnator CAPPER. The best evidence to him is whether lie has
increased his sales of wheat in the foreign market.

Mr. GRADY. Certainly his sales are larger than they would other-
wise be.

Senator CAPPER. Have they increased?Mr. GRADY. Certainly they have increased ovei what they other-

wise would be if you did not have these concessions.
Senator CAPPER. We want to know whether the trade agreements--

the general impression out in the wheat country is that they have not
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,had conditions as favorable under the trade-agreement program as
they had previous to that time.

Mr. GRADY. How could they possibly reason that way, Senator,
because the trade-agreement program has done nothing adverse to
them. There has not been any lowering of the duty on wheat. On
the other hnd, concessions have been obtaied for them. How
can they say that the trade-agreement program has been adverse to
their interests? All they can say is that they have not gotten as
much out of it as they would like to have gotten. As far as that is
concerned, we feel the same way; we would like to get much more, but
we have not been able to.

Senator CAPPER. It was necessary to resort to subsidies to over-
come the lack of market that had not beeii developed under the
reciprocal trade agreements.

Mr. GRADY. The reciprocal trade agreements, Senator, are cer-
tainly not a panacea for all of the ills of the world, and if the world
has been going nationalistic and particularly in the matter of wheat-
for example, the price of wheat in Switzerland is three times the world
price, because they are producing wheat on land that they should not,
and the price of wheat in France is very much higher than the world
price. Those are the conditions in the world due to this developing
nationalism and preparation for war and so on. The trade-agree-
ments program has not been able to change that whole situation and
we do not claim that it has. We claim that it has ameliorated a
situation whicl would otherwise have been very much worse, and
that is true of wheat and cotton, or any other of our agricultural
products.

Senator CAPPER. Would you be good enough to give us the figures
of the exports of say that last 5 years of' the reciprocal trade program
as compared to the 5 years before that?

Mr. GRADY. Yes; I will have those.
(The information referred to follows:)

WHEAT EXPORTS IN(REASED BY THAI\IE A\(IEEM ENT8

Wheat producers in the United States are heavily dependent upon
the export market in years of normal production. During the 5-year
period from 924 through 1929, 30 poaI(ent of the United States wheat
production was sold abroad.

Duringthe years which followed the enactment of the Sinoot-
Hawley Tariff Act of 1930, wheat exports fell to disastrously low
levels. The widespread adoption of unprecedentedly severe 'trade
barriers affecting wheat by several important European countries
during the early thirties severely curtailed the opportunities for the
sale of American wheat abroad. Large surpluses were accumulated
in the United States which would normally have been shipped to
Europe.

It was largely in consequence of the curtailment of export demand
that the average farm price of wheat fel from 103.6 cents a bushel
in the crop year 1929-30 to 38.2 cents a bushel in the crop year
1982-33. The revival of domestic business in 1988, the devaluation
of the dollar, the adjustment of production tnder the program of
the Agricultural Adjustment Administration, and the severe droughts
of 1934 and 1936 brought about a considerable improvement in wheat
prices. Nevertheless, no permanent and satisfactory solution of the
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wheat surplus problem was possible without reopening foreign
markets.

During the 5 years which followed the passage of the Trade
Agreements Act (June 12,1934) a very considerable revival of wheat
exports has taken place. Reciprocal trade agreements negotiated in
accordance with that act have improved tie markets for American
wheat in six foreign countries and the market for flour made from
American wheat in 10 foreign countries.

The table below shows the decline of wheat exports in the years
which followed the passage of the Tariff Act of 1030 and their very
significant revival during the 5 years which followed the passage
the Trade Agreements Act.

United States exports of wheat, 19SC-39 (including ,t our in terms of wheat)

Quantity Value Quantity Value

Calendar year- Buhet Calendar y,,- - Bushels
1930 ......... _ 130, Oo, 00() $150, O9W, () 193 ............. 11,000,(KI $15, ODD0 Oo
1931 ............ 1 2 000 84,000,000 1936 ........... 14,000000 t 000, 0
132 ....-......... % 00) 1 0 .000 1937.......... 45, 000;000 ' 34;O(W, 00)
0633..:.......... 219,0,000 10, 000 19 38 ...... 104 00,000 10,000 ,00
3.. .......... 31(K 000 27,000,000 1939............ M 0, 00,000 0'000,00

The revival during the latter 5-year period was small at first, partly
because many of the more important agreements were not made until
1936 or later, and partly because the severe drought in 1936 temporarily
eliminated our export surplus.

After 1936, however, with the large crops of 1937 and 1938, and sub-
stantial progress in reopening foreign. markets through trade agree-
ments, exports once more reached a substantial figure. In 1038,
exports were also aided by short crops in other exporting countries,
but in 1939 large supplies abroad and the interruption of trade fol-
lowing the outbreak of war in Europe made our exports somewhat
smaller than they had been in 1938.

In September'1939 a general export subsidy was aplplied to wheat.
This measure was made necessary not only 'by the existence of uin-
usually large supplies of wheat both in the 'United States and abroad,
but also by the previous adoption of an export subsidy by Canada.
The subsidy was terminated in December 1939.

The benefits of the trade agreements to wheat producers include not
only tlhe specific concessions on wheat and wheat flour obtained in it
number of agreements, but also the protection from discrimination
against American wheat and flour which is contained in the general
provisions of all the trade agreements. The effectiveness of these
agreements in facilitating a revival of our wheat exports is shown by
the following comparison: Wheat exports to the 16 countries with
which trade agreements were in effect on January 1, 1938, amounted.
in the aggregate, to ail annual average of 12,000,000 bushels in the 2
calendar years 1934-35, and an auiT average of 42,700,000 bushels in
the 3 years 1986-88, an increase of 255 percent; while the curresponding
figures for all other countries were 14,100,000 bushels in the earlier
period and 19,400,000 bushels for the later period, an increase of only
38 percent. Most, of the agreements with the 16 countries entered into
effect early in 1936 or before.
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The above comparison does not, however, reflect theresults of the
wheat concession obtained in the trade agreement with the United
Kingdom which became effective on January 1, 1939. In that agree-
ment, the United States secured the removal of the duty of approxi-
mately 6 cents a bushel affecting American wheat. "This, duty had
been imposed following the conclusion of the Ottawa agreements be-
tween the United Kingdom and the British Dominions in 1932. The
(duty applied only to wheat imported from countries not included in
the British Empire and hence gave to Canadian and Australian wheat
an advantage in the United Kingdom market of 6 cents a bushel over
wheat produced in the United States. Through the removal of this
duty American wheat producers again obtained access to the most
important wheat market of the world on a basis of equality with
Canada and Australia. During the period from January through
July 1939 the United Kingdom imported '22,500,000 bushels of wheac
fi n the United States (United Kingdom fig tres for more recent
months than ,July 1939 are not available.) While this is slightly
less than the imports in the corresponding months of 1988, it greatly
exceeds the imports in the same months of any other year since the
6-cent tariff was imposed by the United Kingdom.

The concessions obtained for American wheat and wheat flour in
various trade agreements are discussed below.

The trade agreement with Cuba, effective September 3, 1984, in-
creaised the preference in the Cuban tariff in flavor of flour made
wholly of United States wheat and bound the existing tariff treat-
mnent on other wheat flour milled in the United States. Since the
agreement went into effect Cuban imports of American wheat flour
has shown a significant increase as is indicated by the figures given
below.

trat .flour imports into Cuba from the United States
Year '.Bere

1933 -----------.-------------------.--------------------- 747,000
1934 ---------------------------------------------------- 901,000
1935 -------------------------------.. ..--------------- -1,011,000
1930 ---------------------------------------------------- 909,000
1937 -------------------------------------------------- 1 , 056,000
1938..--.-------------------------------------------.------ 1,025,000

In the trade agreement with Canada, effective January 1, 1936 thie
Canadian duty oih United States wheat was reduced by virtue o the
most-favored-nation provision from 30. cents a bushelto 12 cents a
bushel, and the Canadian duty on United States flour, was reduced
from $1.35 a barrel to 50 cents a barrel. Although Canada exports
large amounts of wheat, Canadian imports of what from the United
States are significant. These imports were greatly increased follow-
ing the agreement of 1936 as is s'own by the figures given below.

Wheat and wheat flour imports into Canada from the United States

Year /wheat VaWheat
flour

19360................. -.-........... .... -...-...-....-.....-....-. Bv el, Bor ie
--- ,000 3,00013 .. . . ............................. ............. " ....................... 08' '6 3000 1 ,O

1937__ .............------------------------------------- ---- 1, 0 ,000
.... ... .. _ _ ... ... ... ... ... .. .... ... ... _ _ ... ... ... ... 6, 38,000 79,000
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In the trade agreement with the. Netherlands, effective February 1,
1936, the Netherlands undertook to purchase from the United States,
subject to certain conditions, 5 percent of its annual consumption of
milling wheat; Following the agreement the Netherlands imports
of wheat from the United States greatly increased as is indicated
below.

Wheat imports into the Netherlands from the United States
Year: Bu----

1934 ----------------------------------------------------- 1,285,000
1935 . . . . . . . ..-------------------------------------------- 1,20 ,0001936---------------------------------------...........1,797,000
1937 ---------------------------------------------------- 4, 962, 000
1938 -------------.------------------------------------ 10,489,000

Ilhe trade agreement. with the. Netlerlands also provides that the
Netherlands )urehase from the I ) ited States, subject to certain condi.
tious, 5 percent of its consumption of wheat flour. The increase in
Netherlands imports of wheat flour from the United States following
the agreement is indicated by the figures given below.

Wheat flour imports into the Netherlandsfrom the United States
Year: Barrels

1934 ------------------------------------------------------- 81,000
1935 ------------------------------------------------------ 101,000
1936 ----------------------------------------.--------------- 287,000
1937 ------------------------------------------------------- 439,000
1938 ----------------------------------------------------- 492, 000

The trade, agreement with, Switzerland, effective February 15, 1936,
established a quota of 118 000 metric tons for Swiss imports of United
States wheat. During the 2 years which )receded the agreement,
Swiss imports of American w'leat had been negligible. In 1936 the
Swiss concession on wheat, was rendered ineffective as a result of the
drought in this country which made American wheat unavailable at
world prices. In 1937, however, Switzerland imported about a million
bushels of United States wheat and in 1938 nearly 2,500,000 bushels.

Reference has already been made to the trade agreement with the
United Kingdom which eliminated the duty of approximately 6 cents
a bushel on American wheat. The trade agreement with the United
Kingdom also contains concessions on American wheat and wheat
flour imports into various British colonies. In Bermuda the margin
of Empire lrference on wheat flour was reduced from 12.5 percent
to 5 percent ad valorem. Margins of preference in favor of imports
to British Empire countries were removed in British colonies iii
Africa. Wheat from the United States now pays the same rate of
duty when imported into these colonies as wheat imported from
British Empire countries.

The trade agreement with Ecuador, effective October 23, 1938, pro-
vides for a 50-percent reduction in duty on United States wheat flour
and the agreement with Venezuela, effective December 16, 1939. pro-
vides for a 40-percent reduction on American wheat flom'. Duty
bindings on American heat and wheat flour have also been secured
in several Central American countries.

Senator CAPPER. In the number of bushels.
Mr. GRADY. I have the figures here in terms of dollars, and as I

pointed out-
Senator CLARK (interposing). In 1932, if you will just multiply

the number of dollars by four, you will get the number of bushels.
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Mr. GRADY. Yes.
Senator CAPPER. That is not.the record .for 10 years.
Senator BARKLEY. Have you any figures there on other products

than wheat?
Mr. GRADY. I find, Mr. Chairman, that I was looking at the corn

figures. Those are the ones that I was referring to. The wheat
figures will show naturally a larger export before 1934 for the 5 years
than since, but I do not tlfink that any particular conclusion can be
drawn from that from the standpoint of the trade-agreements pro-
gram. It is something like a person that is very ill &Jd the doctor
gives him some medicine and the medicine helps him; it does not
cure him, but lie is not going to blame the medicine because perhaps
he has pursued policies with regard to his. health that have gotten
him into rather bad shape, but if lie gets something that helps him,
it seems to me it is worth sticking to, and that is the point of this
program.

Senator CAPPER. The point we had in mind out there was that they
had great hopes under this reciprocal-trade program for wheat. It.
had been a terrible problem for many years, the surplus of wheat.
Now, then, the figures as to sales of export wheat under the reciprocal-
trade program do not give the farmer much reason for encouragement
over that new program as lie sees it.

Mr. GRADY. But he is. not against the program on that account, is
he, Senator?

Senator KING. May I ask a. question, Senator? Did we expect
that any of our legislation, particularly the trade agreements, that
that per se would increase the production of wheat?

Senator CAPPER. We were promised that it would increase the
market and the demand in the foreign markets for our surplus. We
have had for years a great surplus of wheat out in the wheat country,
and it has been the biggest problem of anly in the country. They
were grasping for something that would open new markets, and they
had reason to believe under the representations that were made about
6 years ago that this reciprocal trade program would open the mar-
kets of Europe and other countries to great quantities of that sur-
plus wheat that we had on our hands, but it has not worked out that
way

Senator KING. Will you pardon me for asking another question?
How could you expect to find a market for our surplus wheat abroad
unless in return, because trade is not a one-lane road, unless we took
in return their commodities, and have we not done all that we could--
perhaps that is too strong a term-.have we not tried to prevent the
importation of commodities which would come into competition with
our donlestic production, whether agriculture or manufactures?

Senator CAPPER. Well, all I know is that the Kansas farmer was
promised that this was going to save him,

Senator KING. May I say to the Senator, if l1e will pardon me, that
politicians frequently make promises which statesmen cannot redeem.

Senator BARKLEY. Senator Capper, you do not contend, and your
Kansas wheat growers do not contend, that thiL3 program has reduced
foreign markets for wheat, do you?

Senator CAPPER. What is your question?
Senator BARKLEY. You do not contend hat the trade-agreement

program reduced foreign markets for our wheat, do you?
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Senator CAPPEH. I don't know of any new market it has opened in
the last 3 or 4 years for that surplus''.

S&ator BARkiAY. That is not the question I asked you.
Senator CAPiER. That is the important question in our country.
Senator Kr;(. May I ask you a question, Doctor?
Senator BARKLEY. I do, not seem to get an answer to my question.'
Senator Lorio. That'is' the problem that I have had here.
Senator Krmo. I think the doctor has been pretty frank.
Mr. Gn.DY. The question was directed to Senator Capper and not,

to nmi, Hwuver, I should say that I am not aware that any res-
ponsiblej'person ever promised that the trade-agreements program:
would of itself solve all the wcihet farmer's problems or that it would-
"save" anyone; It's in important step in the right direction and I'm
sure it has helped- and certainly, not hurt the wheat farmer.

Senator ',(iNG I beg your pardon, The Senator from Massachu-
letts, I think, in your very enlightened discussion used the word,
"imperialism." I hope that you did not import to it a connotation
thit bectause, the United States vigorously sought trade, that we.

Mr. GRADY. 'Not at all.
Senator KINo. I recall being in Europe a number of times during

thp last 15 years, and we had in every little town and hamlet--that is
an, !haggaatioh-We'.

h h undr e dsds of representatives of the -State
Department, the Commerce Department, the Labor Department, aud
all other agencl~s of the Government, we had hundreds of representa-
tivet'pughing trade. puhing'th6 sale of our commodities, agricultural
and manufactured, and we were prdud when we learned that in 1023,
1924, 1925, atid 1926 our exports were approximately $5,000,000,000,
adiimports approximately $4 0001000 000, with a balance of ex orts
of something loss than one billion dollars. We were not imperialis.:
tie,' Were we, in' trying 'to get the, markets of the world for our corn-

'Mr. GRADY. Not at all. I think the criterion of imperialism is,
aggrogsion of somi form or another. : . ,

'nator KING; Can it be said, in the fight of the questions I have
jtitt prtpovnd'd&; that le6ause , Great 'Britain and Fraumwc ,nd Par
ticularly Italy and Belgium, especially up to that time, did all t ey
culdl-and oh-lland-t6 increase their exports and to find markets
thoughout the world, that they are to be charged with imperialisin?

IvAr. 'GRADY, 'No sir.. ' ' .
Senator KiNG. They gave a quid pro quo.
Senator Loooe. Nobody is charging them with imperialism here

tody, that I kiow of.
Senator 'KiN.t I may be wrong; but I got the impression from the

questions which were propounded that it was rather imperialistic for
Great Britain to get trade and commeico.

Senator LOD E. 'No; I said Great, Britain, being an island and being
deendeit on foreign trade, naturally got involved in wars; that if you
did not have the foreign trade you would get involved in wars just that
much less. ' ' '

Senator BARKLEY. You would just abolish foreign trade, then?,
You would just live on an Island? , - ..' " • , . , , ,

Senator Look Ifyou were single-rtuinded aboutpeame above every.,
thing else, that is'what'you woold do.! '. ' , . .

52t
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c8enator1 IR.kRRLEC. If you were single-minded about peace and
nothing else, all that you would have would be peace.

Senator Lonov. That is right. And it, is better to be alive on a low
iving'standard than to be rich and then get killed.

Senator BAnKLEY. I would rather take a chance to keep alive by
trade, than to starve to death without it. , .. ..

Senator KINO. The Senator willrecall from his reading of history
of the tribe that hid in caves in the mountain fastnesses. They traded
only with themselves and lived etitirely to themselves. But is this
an expanding world, and it seenis to me thot, a great democratic
nation should seek by its influence, by its trade, and commerce, to
advance,'the, cause of democracy,, and there isnot, among, all of the
nations of the world any one which pursued the policies which we
pursued following the, war. They ma have ben -unwise in many
ways, In 'order'to extend our we loaned over
$2,000,000,000 to European. 0s. Perhaps that great mis-
take, but at, any rate wee ted several billions of dollars . merican
commodities. The o' I am trying t, make is that t e and
commerce are essent to life and esseni a. e, develop t of
the community and ie nations o wo 1. 1, e

Senator LODG. u tt you w t just pl ed if Iin M a
chMetts traded li you i tah, i t ad ing, somebo
abroad?, Trad, twen A 641t ?.

Senator KING Itis prefersb e, Ill id u Utah an
the West the c modities which eed we u pre those
the conoditie that s from or untrit we, uld have
just as great a a es. bmt act,$ w u PC s 10 or I
or 20 percent a antge. ' "II N - I

Senator Lon . Wile it wit spro i i *o and democ
racy throughou i e worl cer "1 pr response
biiy to thi§ coin t ahea le9 .,,.,

Senator KiNo, es; but ink trade corn erce
educating and de atic policies ,Mce in all f 'World w h
will make for a hig state of ci on

sehantor'LODGE. 't you agr h all trade isnot p
aligtic, that all imperia has got a lot of trade and mater in it?

Senator Kiuo. I woul t concede that.
SSenator Lonm@. ITm',eria is never undertakeC r a noble

objective; it is always or soie cia active.
S5onator Kiwa. It depends on hat you e no As imperialism."
,The CHAIRMAN. Senator Wiley is not a member of this committee,

but he is interested in these hearings, and he would like to ask a
question. t

Senator WiLEY. I am not a member of this committee but I want
to express my appreciation of the very lucid statement of Dr. Grady.
I am interested a little bit in the mechanics of this bill. For instance,
we have 'what has been, termed "the escape clauses," and ,it occurs)'to
me that I have 'heard criticism, or I have read'criticism, about the'
Department in, that respect. I don't know whether it is correct or
incorrect. My umderstanding is that under the escape clause, that'
itig the right of any citizen or any industry to complain to the Depart
nlent, andyou lmve, hold 'a number of hearings and there has been no
action, it is claimed, by the Department' in relation to those hearing
modifying the treaty or modifying these agreements. Would you
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mind telling us something about what has occurred and explain
that situation.

Mr. GRADY. We have had, as you say, a number of conferences with
interested industries who claimed that they were injured by certain
tariff reductions. A number of those conferences demonstrated to
the industry concerned that 'hey had no case, In the first place, the
concessions are Inade with such great care and with such conservatism
that there is not apt to be a mistake so serious as to jeopardize a

articular American industry. We have heard every case where any.
ody has felt that they had any injury, and in some instances we

have had men go out into the field and check on the facts for a report,
which the committee finally made on the matter to the trade-agree-
ments organization.

There was one particular instance where an industry came to us-
an industry that I think you may be somewhat interested in-that
was fox fur. The fox-fur situation ,;as due entirely to the war and
not to the trade agreements, and I make that statement based on the
statements of representatives of the industry.

Senator WILEY. You mean the added importations into this
country?

Mr. GRADY. Yes; there was a danger of large and abnormal
imports from Canada, Norway, and Sweden as the result of the
absence of their market in Great Britain and on the Continent,
We had hearings on the matter, and we decided'that the matter was
serious and that there was danger of such an influx of fox furs as to
break the price, and this is a rather special industry where once the
price is broken it is not apt to recover. It is not like wheat and
cotton, where low prices may prevail at one tinie, and then they
fluctuate, and fluctuations in prices are well understood and( (10 not
have a permanent effect upon prices generally.

Senator WILEY. I did not intend to get into this, but let me ask
you: How did you determine the ceiling of 100,000 when the former
imports had never been over 60,000 a year?

Mr. GR.ADY. As a matter of fact, the detailed information obtained
from the industry indicated clearly that if imports were limited to
100,000 units the threatened disaster to the industry would be
avoided. Also, the figure had to be somewhat liberal, because we
had to get the consent of the Candians to the imposition of this
quota. It had to be done by mutual consent. It was an anend-
ment to a contract, and it was put on a monthly basis to prevent the
incidence of very large imports on the prices, and we have had very
enthusiastic letters from the industry with reference to our action.
They appear to be very well i)leased and relieved, so I think the
action was 100 percent success/l, and I think the representative of
the trade association concerned will bear ine out on that. I have
some letters on that which I will be glad to send to you.

Senator WiLEY. How many of these so-called agreements have
been modified in the last 6 years pursuant to the escape clause?

Mr. GRADY. There have not been very many. There is another
matter concerning which the Secretary referred to yesterday in con-
nection with the Swiss agreement; and there is another matter that
has been under very serious consideration also, and that is the zino
situation, and today, as I said a moment ago, the price went up &
quarter of a cent.
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Senator WILEY. You would not attribute that to the trade agree-
ieat?

Mr. GRADY. No; but on the other hand I make the point that the
imports have been accomp nied by an increase in domestic output
and dontastic price.

Senator WILEY. The hurt that was done was done some time ago
in site zinc industry. Tiey closed down some mines.

Mr. GRADY. No'; mines have closed and reopened both before and
after the trade agreement and as I have pointed out, the price is
higher today than it was before we made the agreement.

Senator WIEY. That is something new. That is just recently, on
account of the war.

Mr. GRtADY. It went up 6 months tfter the agreement went into
effect, it began to go up about in June--the price begn' to go u). It
went up about a cent as the result of the war. The point is it does
not latter why it goes up, but if it is up, it is pretty hard to demon-
stralte inilry.

Slntor WILEY. The point that I am really interested in is, as a
matter of fact, the escape clause in the agreements which are really
operative. They are being used, and the Department is really working
under them?

Mr. GRADY. Oh, yes, we have investigations right along. We
never have a complaint that we do not make a thorough investigation.
The fact that we have not made many modifications, as I say, is proof
of the clre with which we make concessions in the first place.

Senator VANDENBItEiG. What is the situation abroad, Dr. Grady,
in respect to the use of the escape clause?

M r. GRADY, We have had no modification of any of the agreements
uader the escape clauses. We have id a modification of the Canada
agreement, or rather the Catnadians have availed themselves of the
war emergency clause in their agreement to put a, quota on fresh and
frozen pork, that was an extremely liberal quota. Our exports to
Canada were 320,000 pounds in 19)38, the year before the present
Canadian agreement, in which we got this concession, became effective
The quota is for 19,500,000 pounds annually. In other words, we
have got a quota of 19,500,000 pounds as against imports by Canada
before the agreement went into effect of 320,090 pounds. The reason
that we get that quota is because the Canadidns are trying to be fair
in the matter and are giving us a quota based on what our increased
traie was lip to the time the war broke out. The quota is based on
the average monthly imports during the first 9 months of 1939.

They are facing a war situation. The British have stopped for the
moment buying their pork to the same extent that they were, and
consequentlv the Canadians, who had been buying our fresh and
frozen pork for the purpose of processing it and making it into hams,
andI so forth, and shipping it into the United Kingdom, are over-
stocked, and tle Canadian Govornment wanted to slow down the
urchases so as not to break the market until the British begin to
uy again. That quota is oit only on account of the war, but without

the agreement, they could have done anything they wanted.
SelatOr VANDENBERG. I am. curious to know what happens under

the impact of the war Mid of the prospective impact of the post-war
readjustment. Certainly there are almost constant agreements being
made between the belligerents among themselves in respect to trade,
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which collide with tile unconditional most-favored-nation policy of
ours, are there not?

Mr. GRADY. Not necessarily, Senator. There have been a great
many clearing agreements made; there have been a great mnany of
various types of agreements. I ,upposo in the last few years there
have been 1,400 or 1,500 of these agreements made. They are not in
themselves discriminatory against our trade. As a matter of fact, in
all of those clearing agreements of various sorts, bilateral arrangements
have been made, but it does not appear that these involve any extensive
discrimination against the United States. While the idea of bilateral
balancing and clearing agreements and that sort of thing runs counter
to the concept of our program , they do not necessarily carry with
them discrimination against us. We are protected in our agreements
against discrimination, not only on tariff rates, but on quotas and on
exchange allocations and all Government purchasing organizations.

So I do not believe there is discrimination against our trade to
anything like the extent sometimes alleged.

There are three countries that are at war now that we have tra(le
agreements with-Great Britain, France, and Canada, and those three
countries are exercising their emergency powers and doing certain
things that we would not tolerate under normal peace conditions,
because if they did not violate the letter of the agreement they would
be violating the spirit.

Take the matter of tobacco that Senator La Follette was speaking
about this morning. We have a provision in the British agreement
that when their commitments regarding tobacco under the Emipire
preference arrangements expire in 1942, they will consider syml)a-
thetically the matter of giving us more favorable treatment in the
British market. There is no formal violation of that agreement in
their provision for the buying of Turkish tobacco in view of the "war
escape" provision. There would, however, clearly be under normal
conditions a violation of the general purpose and spirit of the agree-
ment. Juist as there is in the case of apples. I think apples and
tobacco are the outstanding cases that indicate actual discrimination
as against legal or formal discrimination.

In the case of apples, we got a concession, but that does not carry
with it an obligation to buy, but we feel that diverting purchases
from our market to aly of the dominions-in this case it happens
to be primarily Canada-is a kind of new form of empire preference
exercised under war conditions, and that that defeats tie purpose of
the agreement, and we are, as I say doing everything in our power to
have methods of this type stopped. I want to emnphasize that the
fact that we have a trade agreement with the United Kingdom gives
great additional weight to our representations to the British on these
matters.

We cannot, of course, control the trade policy of a country in rela-
tion to a third country. All that we can protect ourselves on is their
relations with us, and our agreements are very definite in that regard,
and we are fully protected, and we have enforcement powers because
if they violate, we can use these escape clauses, and in the fiinal analysis
we can serve notice of the abrogation of the whole agreemem;i, which
I think none of these countries would particularly wish. In that way
we have a power to prevent discrimination which we would not have
if we had no trade agreement. We would be completely defenseless.
They could do anything they wanted to.
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Senator VANDENBERG. I noticed that it was reported in the press
in the last week that England and France had made some sort of a
new inclusive agreement for pooling of purchases or preferring their
own resources.

Mr. GRADY. Yes.
Senator VANDENBERG. Does that not produce a definite discriminia-

tion against us in net result?
Mr. GRADY. It does not necessarily. It may. We are studying

it. We have not got a full report on this new agreement. We get
a situation where two countries can increase their buying from each
other if they wish to, especially under war conditions, where all the
buying is in the hands of the government. It may violate the spirit
of the agreements we have made with both of those countries, but I
doubt very much if there is any technical violation of the agreement.
However, we will know when we can get the agreements and study
them. You may be sure that we will protect our interests as vigor-
ously as possible.

Senator VANDENBERG. I do not see how it is possible for allies at
war to operate under the unconditional most-favored-nation policy.

Mr. GRADY. They can. I think you are right in assuming that th.
tendency for them is to move into a type of trade policy that is some-
what along the lines of Germany and Italy before the war started.
I mean, they are trying to conserve their exchange, they are going
to buy as much as they can in the do-ninions, they are going to buy
where it will help their efforts to win the war, and in doing that, if it
were a peace situation, it would 1)e a violation if not of the agreement
technically, at least of the spirit of the agreement, but under the war
conditions, they do that; and personally, while it is unfortunate, I do
not t think it is any reason why we should say that we will cancel all of
these agreements. I do not see how we ourselves would be in better
position.

Senator VANDENBERG. I am1 not arguing that point with you, Dr.
Grady.

Mr. GRADY. I think that is the logic of most of the people who take
this view, that there is discrimination against us and consequently
we should stop the prograil.

Senator VANDENBE-RG. I am ;o completely sympathetic to Senator
La Follette's premise this morning that our problem now has ex anded
so far beyond the mere consideration of reciprocal tariffs Xhat we
really ought to be exploring the question of whether or not we (to not
require an infinity of other devices to meet hostile devices that are
used against us.

Mr. GRADY. I see no objection to greater powers being given to
the administrative departments, where appropriate, but I (1o not
think you have to abrogate what you have in order to give additional
powers.

Senator VANDENBERG. Unless we are fooling ourselves by the
unconditional most-favored-nation policy. I think we must be
realistic about it, and I (1o not see how that policy can be pursued
in a world at war, and 1 am asking you whether it is not a cold-
blooded fact that the trade conditions about the world today are
hampered by embargoes and quotas and blocked currency and prefer-
ential arrangements of one sort or another that you cannot reach
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on a basis of nondiscrimination an( protect us against discrimination
through reciprocal trade treaties?

Mr. GRADY. Well, I would put the matter this way, Senator.
As I said t moment ago, if we need more powers, and I have had
the feeling for some time that the administrative deplartnents should
have their powers expanded with regard to trade and tariff matters,
but if you are going to give more, I do not see how one could object
to giving less. I mean, if there is a case for more, there certainly is
not a case against less, and I would favor any additional powers. I
have felt for some time that the Tariff Commission should have
greater powers. Some of the restrictions put on by the Trade Agree-
ments Act night be liberalized in order to perhaps meet soen of the
special difficulties, the emergency difficulties that may come ltj).

Now, as to the powers in the act itself, they do give us a good deal
of a weapon to protect our interests. As I said, as far as these complex
controls are concerned, they cannot be applied against its discriminlt-
ingly under the terms of the agreement; otherwise the agreement is
violated.

Now, your recourse there would be to cancel the agreement in the
final analysis, and that power is considerable, 1 think, because 1 do not
think very many countries would want to have these agrcemeats
canceled, but if you want to give further powers, I can see oine reas on
for that. But if you want to cliange the course of our policy entirely
and get it over into the type of thing that Germany and the other
totalitarian countries are committedd to, I think it would 1)e a tie-
mentous mistake from the standpoint of our interests, The most-
favoredl-nationl concept is the concept of nondiscriuintitiot. It is
the concept of nonwn'fare in interttional trade matters. We are
committed to that. If this policy is completely outdated, or ott-
moded, as some people say, and as I rather gather from your re marks
you feel, and we wait to put something in its place, the only alteria-
tive as fari as I can see is the type of policy that the totalitarian coun-
tries have.

Some people think that democracy is finished, at that democracy
cannot survive in a world of totatitarianisni, and that consequettly
demorticy is a bit outmoded. I think that those two lines rUe
rather parallel.

SelmatOr KING. We have many Stalins in these United Stales who
belabor that poiut.

Mr. GAnDy. I would like to say to you, Senator, that if you con-
template, even aside from this ('imestionl of increased regiunentatio
involved in this other type of policy, if you contemplate that you
want it, it should 1)e studied first ho)w it would work as fir as our
trade is concerned. Let its take the British. When we made the
British agreement, we were selling to them three times ts ttch Its
we were buying, and there were people in Great Britain that said that
ti British were foolish to make tin agreement with tis under those
conditions, that what they ought to do was to make an agieint
by which we would undertake to agree to the comutinumnce of their
present treatmeiut of our trale an( we would agree to buy as much
from them as we sell to then. See what that would involve, I tow
could wye balance our trade with Geat Britain? You would either
have to do it somehow or other through Government control and
limit your exports to bring them (town to the amomt of the British
exports to us, or you would have to increase our imports from (hreat
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Britain. We do that under the trade-agreements program by moder-
ating our tariff rates. You do it under this other technique by a
clearing system ii which the countries undertake to buy increased
quantities.

We could not enter into a commitment to Buy more British goods
unless we had a Government purchasing department to buy imports,
and have the Govenment distribute them. That is the trouble with
the whole philosophy. It assumes a soviet of foreign trade-as Mr.
Peek used to say-- -selective import. and exports with lie himself
doing the selecting. That is a high degree of centralization in a very
vital aspect of our economic affairs.

Senator VANDENBERG. I think you were quite a way afield from the
thbing that I was trying to determine. I do not want to be the only
nation in the world that practices the unconditional most-favored-
njiation policy in fact, because we are bound to get the worst of it
under those circumstances, and I am trying to determine to what
extent, in view of the war dislocations, and the prospective post-war
readjustments, make it in fact impossible to operate equitably under
the unconditional most-fe vored-nation policy.

'Mr. GRADY. I see ye' point, Senator, and I want to be perfectly
fair in approaching a discussion of it, but if you do not follow the
most-favored-nation policy, you enter into a policy of discrimination.

Let me make this (,ear by illustration. In the first place, when
we make an agreement with a country, we want assurances that the
country is not going to reduce the rate it has given to us still further
to a third country. Let us say that we get a concession from Belgium
which increases ou trade in the Belgian market, and 2 weeks later
the Belgians make an agreement with France and lower that same
rate further to Fr, nce and not make it applicable to us. The result
is that this concession is entirely wiped out as far as we are concerned.
1et us say they d1rop their duty on some product from 60 to 40 for us,
and then later drop it to 25'5 cents for the others. Unless we get the
benefit of this last reduction the value of our concession is lost. In
other words, it is a straight business proposition to protect your con-
cessions by requiring them to give us the benefit of any subsequent
reductions which they mlay give to other countries on this very product,
or any other items. That is the first way in which the most-favored-
nation police protects and benefits us. You see, you have to protect
yourself in tlt way.

Tle second is that if you make a concession to some country--let us
say in the Belgian agreement we lower tile (luty on some item from 60
to 40. Of course we only lower the duty to the principal supplier, the
principle or important supplier. Dennirk, let us say, is a supplier of
that stone article to a cons-iderably lesser degree, btt our market is
imlporant to the Danes. You can imagine that they would not take
very , happily a situation in which Belgium was now *getting a 40-cent
rate r,12 they were paying 60. Belgium would be getting preferential
treatment and J)enmark would be discriminated against and they
wonid retaliate. So we would be in a position of building up our
trare with Belgium mnd having that offset by a loss of trade to I)en-
mark. If you say "Well, why don't you get some concession from
D(enmark for that item?" That is somewhat impracticable from tile
negotiating standpoint. What is the exact quid pro quo of one itent
fi against another? It is very difficult to determine. Consequently,
you do the tiing on a sort of a wholesale basis. You say to the Danes,
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"We will give you most-favored-nation treatment, that is, we will give
you the benefit of any lowering of tariffs if you will always give it to
us." We say that to every country that we deal with, and that
protects our traders, because if Argentina lowers a tariff, say on some
type of textile to the British, and we have a small sale of that textile
down in Argentina, we will very quickly hear from those textile pro-
ducers in this country if they find that there is a very much higher rate
for them than for the British, so we would have to approach the
Argentines and the Argentines would say "All right, we will give you
this lower rate, but you have to give us something for it. We would
have to negotiate on that one item, and it is extremely difficult, because
if we lower one item for Argentina, the particular industry concerned
will say, "Well, you are doing something against us on behalf of this
other industry." So you do it on a whoesalo basis.

Let us look at the situation as far as the British are concerned. In
our British agreoment, we had adjustments of about 500 of our rates.
If we had hadto go around the world and negotiate with every country
that had any interest in any of those reductions, and of course they are
all minor suppliers, because we make the reduction with the principal
supplier, and we did not give the British any concessions on any items
except those where they were the principal suppliers or very im-
portant suppliers-we would have to go around the world and nego-
tiate on 500 items, and from a practical standpoint, you could not
coml)lete the agreement.

Senator VANDENBERO. Of course, you will develop extreme difficul-
ties for what you conceive to be the alternative system. Still, there
remains the question where we started. That would not answer our
complaint if it is true that after we have faithfully generalized every
benefit to everybody else, and we certainly do faithfully generalize
every benefit to everybody else, we find in return, however, that all of
our good neighbors to whom we have generalized all of our benefits,
have discovered these numerous cute devices to get the best of us.

Mr. GRADY. I do not think that is true, Senator.
Senator VANDENBERa. The Tariff Commission tells mo that there

have been 1,426' bilateral commercial agreements since January 1,
1935. Of course, a great majority of them are technically, or, let us
say, inconsequential, in their effect.

Mr. GRADY. Yes.
Senator VANDENDIAn. A great many of them involve these 20 or

22 countries with whom we have trade agreements. Is it possible
that in these 1,400 bilateral agreements that they have not discrim-
inated against us at all?

Mr. GRADY. I said awhile ago that, there may be some discrinina-
tion here and there, but it- is not as important as is often charged.
As I also said a mom ent ago, it does not necessarily follow that one of
the countries with whom we have an agreement discriminates against
us by making a clearing agreement with some other country, or any
kind of a bilateral agreement. We could have made an agreement
with Germany if they had not gone as far along the line of bilateralisni
as they had, "and still they would have maintained a number of these
bilateral agreements which would not have been (iscriminatory
against us.

You see, we are not necessarily concerned with what their relation
is to some third country-and let me take an illustration. The
'Revised flgur (as of Mar. 1, 1940), 1,584.
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Swiss enlarged the quota on lumber. We have insisted that our
quota be based on what we call a representative period, and if we get
that increase in the quota based on a representative period, which
we agree to with them, it does not concern us immediately what their

tuotas are with other countries. They can give some other country
that is entitled to 10 percent, only 5 percent, or they can give them
none as long as they give us the quota we are entitled to, and that
takes care of the matter of discrimination as far as we are concerned.

We are interested in the broader phases of the question, and we have
found, and the League of Nations Economic Committee has pointed
out, that this policy of ours of insisting on most-favored-nation treat-
ment with regard to these devices like exchange control and quotas
and government purchasing, has done a good deal to reduce dis-
crimination in the world, and there was a very definite movement
away from these types of control up to oven a few months of the time
that the war broke out. They were finding that they were not good for
them, and that they are not a good policy to use in regard to trade,
and were moving away from them, and our standard provisions have
gone a great ways in improving the policies of a good many countries,
especially those we have agreements with.

Senator VANDENBERG. Take some of the conditions in South
America where we collided with blocked exchange. Do not some of
the blocked exchange conditions distinctly discriminate against us in
net effect?

Mr. GRADY. We do not allow them to if we have agreements with
them. The British and the Argentines have an arrangement the
Runciman-Roca agreement, which guarantees the British a large
percentage of the exchange. That is a form of discrimination against
other countries, and I think to some degree a discrimination against
us, but that is a matter that we have considered.

Senator VANDENBERG. In the development of your international
balance sheets, you have no means, have you, of acquiring authentic
information regarding the international ownership of American
securities?

Mr. GRADY. I think the Department of Commerce, which gets out
that balance of payments, has very comprehensive data on security
movements. They may not have information on ownership. They
get their information from banks and traveling agencies and various
other sources, and have been getting it since 1923. I don't know
whether the banks give that information on ownership, but I think
it can be obtained if there is any particular reason for it.

Senator VANDENBERG, Let me ask you this and I am very much
obliged to you for your discussion. Is it fair ior me to inquire when
the Chilean agreement is calculated to be amounced?

Mr. C,RADY. It has not ben completed. It is very hard to say
when an agreement will be completed, because sometimes negotia-
tions move along quite fast and sometimes they do not move so fast,
but I should think in the reasonable future that the agreement will
be consummated unless something comes up that makes it impossible
to consummate it.

Senator VANDENBERG. Why was the unusual practice followed of
announcing ahead of time that there would be no reduction in the
excise copper tax in connection with the Chilean agreement?

Mr. GRADY. For this reason, Senator. We had studied that matter
along with the other items listed. First let me point out that, when
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we announce an agreement, we put on the list of commodities all of
the important items in the trade. That is an all-inclusive list. It
does not mean, of course, that every item is going to be subject to
action, As a matter of fact, there were 138 items on the British list
at the time we published the amouncement of an intention to negotiate
with Great Britabt, on which no action was subsequently taken,
Consequently, there was no indication of intention with regard to
copper or any other item on the Chilean list at the time we announced
the intention to negotiate. When we first started the program, we
used to issue the whole trade list, and we found some objection to that
because the people did not know whether they should write briefs,
and in order to help the industries concerned, we adopted this other
policy of announcing a list, whicl covered only those items on which
we would consider taking action. The items in the list had been
carefully studied, and the copper item--

The HAIRMAN (interposhig). You are talking about the Chilean
negotiations now?

Mr. GRADY. Yes. Copper was among them. We have a special
metals committee, and then we have a trade agreements committee.
Those committees all studied the matter, and they had come to the
conclusion that there was no reason for the reduction of the copper
tax from the standpoint of increased trade, which is always our
approach to any tariff matter. We are not only concerned with the
question of the tariff per so--whether it is theoretically a proper tariff
or whether it is not, but we are also concerned with the question of
whether an appropriate reduction could b6 made which would increase
the flow of trade.

It was tihe consensus of everybody concerned that t reduction in
the copper tax would not have any effect on the trade, or any appre-
ciable effect. As far as we could see, it would have none, And as
soon as that decision had been reached, and since there was a great
deal of concern in some of the copper areas, which I think was some-
what stimulated, we thought that it wa.s only fair, since we did not
know when the agreement would be finally consunmated, and sine0
the Chileans were willing, that we should announce there would be
no action oi copper; accordingly, we departed from our usual pro-
cedure and made this announcement.

Senator VANDENBEnRo. That is the only time it has been done?
Mr. GRADY. That is the only time it has been done.
Senator VANDENIBaRG. Do you think that the general unsettled

condition of the cop per trade, which was nervous over the sword of
Damocles that you hold over their heads, might be at type of nervous-
ness which applies to other lines of business which are awaiting the
ultimatum from your final secret conferences?

Mr. GRADY. We have not been aware of any such condition of
nervousness in any particular quarters.

Senator VANDENBERG. I ami sure that you have not been nervous,
but I can assure you that many others have been.

Senator CLARK. You have not had any intimnattions of the Coat-
necticut Tariff Association in secret conferences aas they had in the
Smoot-Ilawley lays, have you?

Mr. GRADY. No; we have not.
Senator LA FonLwrTTB. Mr. Secretary, would you be willing to

furnish, in connection with your testimony, a memorandum outlining
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the supplemental legislation which you think would be effective in
regard to the Present disturbed situation in the world?

Mr. GRADY. I was not thinking of it, Senator, particularly with
regard to the present disturbed situation in the world.

Senator LA VOLLETTE. Pardon me; I thought you were.
Mr. GRADY. I have felt for some time-for the last several years-

that the Tariff Commission's power might well be increased. I do
not see any particular necessity-I do not see as yet any particular
necessity for such special legislation, I am the chairman of the exec-
utive committee on commercial policy, an interdepartmental com-
mittee which follows very closely all of the problems of our trade and
commercial policy in this particular period, as well as in normal times,
and the committee has not felt that there was any reason as yet to
suggest any special legislation. I would personally not like to be put
in the the position of making any such suggestions. My views with
regard to the Tariff Commission have been that section 336 should be
amended to broaden out the criteria of the determination of tariff
changes and get away from the narrow cost of production formula
and broaden it out to those conditions that we take into account in
the adjustment of our tariff rates in the trade-agreements program.

Senator VANDENBERG. To what extent (1o you consult the differ-
once in the cost of production?

Mr. GRADY. It IS 0n0 of the factors. We do not send people
abroad--it would not be practicable to send abroad to get all of these
factors, but we get testimony at the hearings front the domestic in-
dustries which we take into account.

I must say that we have to discount it once in a while. We hap-
poned to have a man on our hearing board who knew a little about
tile British woolen industry, and when tile lomestic woolen industry
was testifying with regni-d to wages, 11 caught them up quoting tile
highest wages of the most skilled worker in the American woolen
inilustry as against the lowest in one of the Scotch industries-the
lowest-paid woman worker in one of the country districts. But we
have a good deal of information on the general question of costs, and
I may say that it is the impression of most of us watching the trade
situation that our costs are going up less rapidly than the costs of
most of our competitors. The conditions of our competitors as a
result of the war and the much greater taxes and other factors are
raising costs more rapidly there than here. The general costs are
rising more rapidly there than here.

The CHAIRMAN. Doctor, may I ask you, does tile Department of
Agriculture and the Departnment of ;Conimerce have their repro-
sentatives on these interdepartmental committees?

Mr. GRADY. Yes; not only ol thte trade agroemenits committee but
on all of tile sibcommitteos, and on the committee on commercial
policy.

Tlie CHAIRMAN. And the Secretary of Agriculture and those various
committees are kept in close touch with the situation?

Mr. GRADY. Yes.
SenlatOr CLARK. And the Treasury, too?
Mr. GRADY. Yes; the Treasury also. They are kept in very close

touch and consulted in the case of the important decisions, and they
are always in) contact through their representatives oit the comillittees.

Senator IARKLEY. iHas your testiumoxty today and so far as you
have put into the hearings or into the tables in the House hearings,



164 RECIPROCAL TRADE AGREEMENTS ACT

briefly epitomized by comparison in the two representative periods
before and since the trade-agreements program and the volume of
imports and exports of representative agricultural and representative
industrial products, together with the price per unit and the total
values?

Mr. GRADY. I don't know that that has been put in the record,
but, if it has not been, I will be glad to put it in.

Senator BARKLEY. I think it would be helpful if you could put it
in without too much trouble.

Mr. GRADY. I will be very happy to.
Senator BARKLEY. Otherwise it is necessary for the members of

the committee and the Senate to search everywhere to find those things.
Mr. GRADY. Precisely.
Senator BARKLEY. If you have it available, I would like to put it

into the record.
Mr. GRADY. I will,
(The information referred to follows:)

Exports of leading conmmodities, 1926-39

Valuo In millions and tenths of millions of dollars. Reexports not Included. Items included in this table
represented 84 percent of United States merchandise exports In 1030]

1826-30 1031-35 Value
Conmmodity aver- aver. ----

age age 1936 1037 1038 1930

Machinery I -_---------- ................. 488. 0 212. 0 334.0 479.1 480.3 A02,2
Electrical, and apparatus .................... 102.7 2.6 01.4 112.6 102.1 105.3
Industrial ..................................... 214.4 W..7 158.5 240.0 269,0 289.9

Metalworking machinery. -- --- . 3. 4 23.0 40.1 64.3 101.7 117.0
Agricultural. and Implements ............... 10.0 20.8 44.0 75.3 75.4 68.6

Petroleum and products ................. ..... 524.4 231.4 203,. 376,4 388. 383.7
Crude petrle, m ................ .... .. 30.2 38.2 66.1 96.4 111,6 92.8
(Sasoltno and other motor fuel

I 
............... 244. 6 72.3 57.1 84.9 103.5 07.0

Lubricating oil -------------------.... 93.3 58.0 05.4 01 5 M6 0 9 0
Automobiles, parts, and accessories ............... 406.2 140.5 240. 2 340. 6 270.4 263.7

Passenger ears .............................. 107.0 05,3 103.0 134,8 100.1 84.7
Motortrucks ........... ........ .- 76,2 30.2 54,8 100,2 72.2 696

Cotton, unmanufactured .................... 765.7 3006 361.0 368,7 228.6 243.5
Iron and steel-mill products .................... 173,7 62.9 111.0 300.1 184.2 235.0

Tron and steel scrap I ................... .... 11.6 24.7 7.4 45.8 55.8
Chemicals and related products ............... 137.4 91.8 116.7 139.3 128.9 11)1.7

Chomleals (eoni-tar, industrial, medicinal)_. 76.8 57.7 70.4 87.7 81. ! 109.5
Pig ments, paints, and varnishes ............ 23.4 13.6 17.8 21.6 18.7 22.8

Alrera t, IlmIng parts atd accessories ........... 0 10.8 2.3.1 39.4 .2 116.6
Copler, Including ore and manufactures ......... 1W. 0 39.0 0. 7 03, 0 86.8 07.2
Fruits att nut............................. 122.2 84.8 80.0 82,2 09.1 83.2

Apples, fresh.......... ................. 29,8 19.2 13.1 11.6 14.7 1016
1)ried ard evaporated frultq ................... 33.3 23, 2 20.1 24,0 2.0 21.9
Canned fruits .............................. 25.60 10.0 10.0 21,1 23.2 24.1

Tobaco, unmanuractred ................... 144,5 103.7 137.3 134.0 15.7 77.4
Cotton manufactures, Inclulln yarns ........... 121. 1 45.4 43.7 0,7 57.0 88.3

Cotton cloth, duck, anti ,lro fabric .......... 72.3 28.5 21.5 28.3 30,8 36.
Con] and coke ............................... 121.8 51.7 00.8 07.4 55.0 6.7
Whet, including flour...................... 230.0 30.2 10.4 04.0 101,2 61.4

Wheat, grain ............................... 152,1 19,5 1.0 38,7 78,1 36.8
P'aekint-house products ....... ............. 194. 1 06.7 41.7 42.0 48.0 64.8

Meat product ......................... 78.0 28,7 25.4 21.7 28,5 31.7
lard. Including 08eutral tare................ 3 31.4 13.0 16.1 18.3 20.2

Iron and steel advanced manufactures -..... ... 78.2 27.2 37.9 02.1 43,3 40.8
Sawmill products ......................... 100.6 37,5 43.3 03.7 37.0 41.3

boards and timber.. ..... ............. 9.9 37.4 43.2 46.8 38.5 39.3
Rubber and manufactures ...................... 07.4 23.0 23.4 32.1 27.2 30.4

Automobile casings,.. ..... ............. 30.1 11.0 9.8 13.2 11.5 10.^
Paper and manufactures ----..................... 30.3 18.3 22.5 31. 1 24.9 31.8
Corn .... ........... 1................ .s 2.0 .0 3.9 94.5 10.
Photographic and protection goods ............... 24.4 15.8 20.9 22.5 10.9 10.1
Naval stores, gums, and roins ................... 30.4 14.7 18.0 22.1 12,3 15,1

I Includes office appliances and printing machinery,.
I Includes naphtha, solvents, and other light-finilsed products prior to 1036.
* Include, second-hand vehicles.
4 Includes tin-plato scrap and waste tin plate.
Source: Reoords ofthe Department of Commerce.
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Exports of leading commoditieg, 1926-39

[Value in millions an( tenths of millilonsofdolIor. Oteexports not Included. Itsm, included in this table
represented 84 par pont of ttitod States marchandlsi exports In 1039

Commodity

Crude potrolumn ................. 1,000 bbl..
gasolinee and other motor fuel 3- ....... do....
Lubricating oil - ................... (10
Passener cars....... ......... thousands..
Motortrucks ...................... . do ....
Cottoil, mmantibactured ..........-. miion lb..
Iron and steel scrap ............ 1,000 tons.
Copper, including oro and manlfactures

million lb..
Aples, fresh ............................ do ....
7)rlld and evaporatod fruits........... do ....
Canned fruits ........................... do ....
Tobacco, unmnnufactured .............. do ....
Cotton cloth, (tuck, and tire fabrics

million sq, yd..
Coal ond co ke .................. 1,000 tons..
Wheot, including flout. ............... 1000 bu..

Wheat, grain ................. do....
'acking.house products ............. million lb..

Meat products .................. do....
tIord, Ilcluding neutral lard ......... do--

Boards and timber. ......... million bd. ft..
Autono bile casings ................ thousands-
Corn....................... ......... 1,000 bu..

102G-M0
average

20,002
2, 15.1

10,117
270
118

4,328
355

O8N
15, 609

44
28

540

521
22,230

175, 0
11, 155

1,338
42t
741

2,810
2,387

20,481

1931-35
average

36,411
30,425
7,786

100
81

3,878
1,015

403
13, 01

412
270
442

201
10,027
87,338
32, 075

774
210
440

1,333
1,160
3,823

Quantity

1036

50,313
22, 727

180
100

2,974
1,037

520
8,897

338
258
420

201
11,010
19,078

1,870
280
135
112

1,256
858
024

1037 1034

67,127 77,254
30,524 40, 209
10,839 8,328

229 102
166 112

3,223 2,442
4,102 2,999

701 844
7,901 11, 701

420 494
268 327
435 480

230 320
13,038 11,520
55,776 11, 400
34,848 80,002

277 077
124 18
137 205

1,110 948
1,010 850
5,834 147,505

1032

72,064
30, 13
11,805

1138
115

2,0 7
2,077

855

0
301
88

307
13,199
90,623
63, 214

504
192
277

1,050
1,184

32,117

ce p. 104 for footnotes.

Imports 3 of leading comnodities, 1926-39
[Value In mllions and tenths of millions of dollars. Items Included In this table represented 70 percent of

imports for ocolsuniptlon in 1939]

1020-30 1031-30
Commodity over- aver-

ago ago

Rubber, crude- .2................................. 24.4 74.0
Coffee ........................................... 21. 7 141.2
Paper and nanuactures .......................... 151, 2 05,.

Newsprint ......... .................. 134,2 84.8
Cane augar ................. .............. 207.3 113.1
Bik, ra ....... ......................... 30.2 11.1
Paper be stocks ............................... 114. 60,6

Wood puip ................................. 80.0 0.5
Choicals and rotated products ......... ...... 1 35.8 0.

Chemocai (coal.tar, industrial, modicinal) .... 5.5 32.3
Fertiliers and materials-.................. 68.0 28.7

Tin (bars, blocks, pgs ........... ............88. 9 43.8
Frits and nuts .............................. 84.0 48.4
Wines Slid spirits ............................ .4 20,8
Furs ant manufactures ........................... 14.8 43.1
Vegolablo oils, oeprossed .................... 81.0 40. 0
Wool and nohatr ...... ..................... 78.8 18.7
Hides and skills ............................ 118.0 30,8
Diamonds ............................... 0. 1 15.0
Copper, inclciding oro and manufactures .......... 08,2 20.7
Petroleunm and products -.. .................. 132.8 81.0
Cotton manufaetutres, Including yarns ............3. 0 34.5

Cotton loth.. ... ......................... 14.0 0.2
Tobacco, unmanutactured ........................ 57.0 27,1
Olseeds ....................... . ... 66.0 20.6
Fish, Including shllfis.......................3,7 24.4
Nickel (or, matte and alloy) ................. 12.0 10.0
Burlaps.--. ................... 72.3 20. 1
l'scking.houso products .........................35. 4 i . I
, Moat products ................................ 33,4 12,2

Cocoa or oacao beans ............................ 45, 21.8
Wool mianufecturos, including yarns .............. 0,3 17. 1
Flo, emp, ind ramie manufactures ............. 44. a 23.7
Ferroalloys ............... ............... 18 5 9.2
Ta.... ........ ............................. 27,0 1.7
Sawmill products............................... 0.7 15.0
Veotaloes and preparations ..................... 40.7 17.9
At works ................................... 0.4 22 1
Unmanufsottrod vegetable fibers ,. ............... 37.0 12.8
Wheat chieflyy for miillIng and export) ........... 1. 0 813.2
(rains (corn, oats, ryo, barley).................. 1.0 9.6

8o p. 108 for footnotes,

Value

1030 1037 1838

1&.7 247.5 120.0
134.0 100. 137.8
110.1 137.1 113.0
007 122.5 101.5

157.0 106.2 130.4
102.4 106.0 80.8
08.0 17.0 80.4
82. 08.3 72.8
80.0 102.0 78.0
41.1 49.7 37.1
33.4 46.7 34.5
7.5 104.3 44.9
8.0 07.3 85.1
75.3 72.7 57.7
81.0 80.2 45.8
80.3 112.0 58.0
53.3 00.3 22.6
54.8 71.1 29.9
33.3 44.1 28.3
20.3 02.0 37. D
40. 44.0 39.5
48,7 8.0 34.6
10.0 13.6 6.5
29.8 31.0 80.0
37.0 63.3 34.7
30.4 33,0 28.3
23.3 23.0 13.0
35,4 41,1 28.3
31.0 41.7 30.3
25.6 39.8 2.8
33.0 52.A1 20.1
29.0 :31,.9 17.8
80.3 82.8 20.0
20.8 V'7.2 18,0
17.0 21.4 18.3
23.0 20.8 14.2
20.1 35.2 16.1
25.9 21,8 1,8
24.1 28.3 105.4
48.1 10.8 2.0
20.0 0.0 3

1030

178.0
139.0
120,8
110.7
124.0
120.9
88.4
75.9
79. 5
42,.1
32.570.6

08.2
57,3
65. 5

49.7
47.1
45.1
44.4
43.5
30.86
8.7

30.0
31.2
32. 4
28.7
280
27.0
27.3
27.0
2& .
22.4
21.4
2i, 1

2Us. 0
18. 1
17.6
lb. 5
0.0
2.1

I -_._ .
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Imports' of leading commodities, 1926-1989--Continued

fValue in millions and tenths of millions of dollars. Items included in this table represented 70 percent of
imports for consumption In I140]

Quantity
Commodity 1031-35

average average -'
10311 103 038~ 1040

Rubber, crude...................... million l.. 1,042 1,015 1,091 1,330 917 1,114
Coffee- -------......................... do.... 1,403 1,022 1,730 1,007 1,087 2,014
Newsprint ...........-............... _do .... 4,270 4,008 0, 503 ,634 4,540 b, 230
Cane sugar _------------------------- do .... 8,471 0,972 0,) a3 .302 h, 048 a, esr
Silk, rw -1............................ 1,000 lb.. 75,343 69,841 00,303 07816 05,194 61,600
Wood pull .......... 1............... 1,000 tons - 1, 84 1,600 2,278 2,30 1, 710 2,026
Fertiliers ..............................-..do.... 2,112 1,236 1,030 2,046 1,53 1,373
Tin (bars, blocks, pigs) --.------- million lb.. 177 120 170 107 111 157
Wool and mohair ............... ..... do . 23 10 258 326 104 24s
Hides and skins -------...... ......... do.. 147 201 310 312 182 23
Diamonds- -... ..... ........... 1,000 carats- 768 702 1,700 2,501 1,810 4,211
Copper--------- ........--.... . illon lb. 815 422 308 455 411 403
Cotton cloth ........ ........ million sq. yd 56 42 114 147 28 11
Tobacco, unmanufactured - -.... million lb.. 77 401 68 72 71 62
Fish ................ ................ do... 347 288 371 300 .03 340
Nickel (ore, xnatte and alloy) ............ do .. 1 48 104 107 6o 128
lurlaps ................ ....... d....so-_ 606 404 007 65 604 441
Packinghouse Iroduots..a................. do.... 173 140 262 221 107 162
Cocoa or cacao beans ................. .. 122 484 632 610 453 603
Tea ........ .... .... .............. do.... 00 88 82 9 81 00
Unmannu factclitrod vegetable fibers 2.. 1,000 tons.. 213 181 205 214 158 197
Wheat (chiefly for reflsnug and export). 1,000 bu.. 16,107 18,800 62,090 17,716 3,829 10,747

I General imports through 1932, imports for consumption thereafter,
I Inoludos ssal, manila, kapok, Now Zealand fiber, orin vogetfl, etc,
s Imports for consumnsption throughout all years.

Source: Records of the Department of Commerce,

The CIAIRATAN. May I say to the members of the committee that
there are two economists, and T think among two of the best that the
Tariff Commission has, who are in attendance all of the time and sub-
ject to any request for information that any member of the cotn-
mittee desires to obtain.

In addition to tit, at all times in the committee whilo this hearing
is being conducted, there are representatives of the State Departnent
whom we think are very efficient.

Senator VANDENBERG. I would like to request now from the Tariff
Commission a list of the occasions upon. which the elastic tariff has
been invoked, and the net result by years from 1933 to 1940.

Senator Clark, Do you mean the flexible provision?
Senator VANDEN3n7O4. Yes.
Senator CLARK. Why not include it from the time the Sinoot-

Hawley bill went inta effect?
Senator VANDNmmIR. All right. Take it from 1930. What I

want is 1932 to 1939.
The CHAIRMAN. All right. Furnish the entire information to us,
(Subsequently the following material was furnished by the Unitod

States Tariff Commission:)
UNITryD STATES TARIFF CommIsoN,Washington.

Hon. PAT HARRSON,
Chairman, Senate Finance Committee,

United States Senate.
DEAR SONATOR HARRISON: In response to the request made on February 27

1940, by Senator Vandenberg requesting information on the use of section 33
from 1033 to 1940, and in compliance with the supplementary request of Senator
Clark for complete data on the use of section 336 since its Inception hI 1930, nd
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In response to your final request for all information covering the history of the
use of the flexible tariff provision, there is submitted herewith the following
information:

Table A, A list of the reporb issued by the Tariff Commission under the pro-
visions of section 336, showing the action taken by the President and the resultant
changes in duty.

Table B. A tabulation giving similar information of the actions taken under
section 315 of the Tariff Act of 1922.

Table C. A list of the investigations ordered in response to applications made
under section 336 of the Tariff Act of 1930.

Table D. A list of the applications made under section 315 of the act of 1922.
Sincerely yours, OsosR B . RYDERt, Acting Cfirman.



TnzLns A.-List of articles upon which the Tariff Commission has reported to the President, under the provisions of sec. 336 of the Tariff Act
of 1930

Article

1. Woven-wire fencing and woven-wire netting comp, sed of wire smaller
tian ioo and not smaller than Moo of an inch in diameter coated withzinc or other metal before weaving.

2. Woven-wire fencing and woven-wire netting composed of wire smaller
than Mloo and not smaller than Moo of an inch in diameter coated with
zinc or other metal after weaving.

3. Wood flour -------------------------------------
4. -Maple sugar -------------------------------------------------------
5. Maple sirup ..................................................

Hats, bonnets, and hoods of straw, chip, paper, grass, palm leaf, wiow-oiezi
rattan, real horsbair. cuba bark, ramie, or manila hemp:

6. Wholly or partly manufactured, if sewed ----------------------------

7. Not blocked or trimmed, not bleached, etc ------------------------
8. Not blocked or trimmed, bleached, etc -- ----------------------
9. B locked or trim m ed -- - - - - -....

10. Harvest hats valued at less than $3 per dozen -------------.------. -11. Pigskin leather not imported for footwear .............................

Ultramarine blue:
12. Valued at 10 cents or less per pound_ ................................
13. Valued at over l0 cents per pound -----------------------------------

14. Wool floor co-rin s. &p. f -.........................................
Edible elatin:

15. Valued at less than 40 cents per pound_ ....................

Paragraph No.

397 ------

397 ......

Change in duty

Increased from 45 percent ad valorem to 50 percent
ad valorem.

Increased from 45 percent ad valorem to 60 percent
ad valore-n.

412 .----------- Dereased from 33 ce percent percent ad valo -m o
0----------- Decreased from S cents to cents per pound _!: -_ -- -------50 ------------ Decreased from 5 cents to 4 cents per pound ------- I o-----

1504C)

Date of
proclamation
or approval

of report

Feb. 5,1931

-----do .....

Decreased from $4 per dozen and 60 percent ad val- ----. do -------orem to $3 per dozen and 50 percent ad valorem.

jii---_-----I Der 25 per'et ad valorem to 15 percent

168

1117 (c) --------

41 ---------------
16. Valued t40 cents or more per pound ...................................

17. Fourdrinier wires
. suitable for use is paper-making machines -------------

18. Cylinder wires over 5s meshes per lineal inch in warp or filling - 1----- 1819 Woven-wire cloth over 
5
5 meshes per lineal inch in warp or filling., suitable .

for such wires-
20. Wool-felt hat bodies and similar articles -------------------------------- 1115 (b) ---------

No change ------------------------------------------.. do ......
No change ------------------------------------------ ----- do .......

Decreased from 20 percent and 5 cents per pound to Mar. 16.1931
N12 percent ad valorem and 5 cents per pound.

ano cnsge ------------------------------------------ ----- do -------

Increased from 50 percent ad valorem to 75 percent- do .
adf Valoirem.

Decree -ed from 40 cents per pound and 75 percent J ---- do ... -
ad valorem to 40 cents per pound and 55 percent
ad valorem. I

Effective
date of
change

.Mar_ 7,1931

Do.

Do.
Do.

Do.

Do.

Do.

Apr. 15,I131

Do. >

Do. ~

----- do --------

.....-d o -------



21. Wool-felt hat bodies pulled, etc., and finished hats and similar articles - 1115 (h) ....- I Decreased fronm 40 cents per pound and 75 percent -.... do ...- Do.
ai vaiorem and 25 Cents per article to 40 cent per
pound and 5 percent ad valorem and 12 cents

Smoker' articles: per article.
22. Pipes of brierwood ....................................... --
23. Pipe bowls of hri.wood -------------------------- - _- .........2L Other pipes u s. p. f --------------------------------- - _--- - '-do .M Other pipe bowls, n. s. . .. 1 -------------------------------------------26. Cigar and cigazette holders_ ----------------------------...-
27- M ou th pieces -------- ------- ------- -------- ------- ------- .. .. .. .. .. .

Cherries snlfured or in brine:..........
2&. With pits-----------------------------------------------------I ... ------ Repcrt returned for further investigation ----------- Apr. 7, 1931
29. W ith pitst em oved ---------------------------------------------------Tomatoes prepared or preserved: ,771 . o
30 . T o m a toes c a n n e d ..... .... .....-- - - - - - - - - - - - - -- - - - - - - - - - - - -- - - - - - - --
31--Tomato paste ----------------------------------------------------

32. Cordage, including cables, tarred or natarred, composed of three or more 1005 (a) (3) .-- Increased from 34 cents per pound to 434 cents per June 24,1931 July 24,1931 astrands, each strand composed of two or more yarns, wholly or in pound.
chief value of hemp.

Dried eg roducts:
3 . W eegg u s -- - -- -- - - - - - -- - -- -- - - - - -- - - - - -

34. Egg yolk ............................................................ { m cresed from 18 cents par pound to 27 cents per .... do ... . Do.
35. Egg albumen ad- sim-- ar- hells,------ he-- or-- n--- ished -,-----------36. Bicycle, velocipe aad s bells, finished or 364 --------............ Increased from 50 percent ad valorem to 70 percent -....do .... Do. -

thereof. ad valoem .
37. Chimes ------------------------------------------------- 1541 (a) --------- No change --------- -............ do
3. C arillon s --------------------------------------------------------- ..... .1 541- (c) .......... - -d o --------39. Olive oi weighing with the immediate container.ess than forty pounds_-_ 53 Decread .from 9S4 Cents per pound on content and---....do ...... Do. -

container to 8 cents per pound on contents and 0
container.

40. Olive oil in bulk ......................................................... 3 .........- . No chance ................................ - do ---41. Bentwood furniture wholy or partl finished,. and parts thereoL. 412 ----- - Decreased from 4734 percent ad valorem-to 42- per- -.---do ....... Do.cent ad v orern 24 . ....
4Z Pipe organs and parts thref ------------------------------- 1541 (a) ......... Decreased from GO percent ad valorem to 35 percent ----- do ...... Do.

ad valorem.
43. Pipe organs and parts thereof for church or other public auditorium not 1541 (a) --------- Deceased from 40 percent ad valorem to 35 percent ..... d_ Dd.charging admission fee. ad valorem. Do'44. Iron in ps and iron kenIedge ...................................... 301 ------------No change ..........................- - do .-453. idHides sknsand catskinshe oofn cattle-----of--the---bovine 1 1sp()ecies-do---------------------------------------- d ---do4. hoexcespi of Amricante or heddarind wispe s ........................ 170 -----........... ....................................... .---......... do ....
46. Ceese, enept ofAmenicanor Cheddarand isl or Emmenthaer ypes_ I 710...... o.......................do...... " ........... .....do ....... C



TABLE A.-List of articles upon which the Tariff Commission has reported to the President, under the provisions of sec. 336 of the Tariff Act
of 1930-Continued

Date of Effective
Article Paragraph No. Change in duty proclamation I date of

, I ~oi report cag

Dec. ,1931
.. _ do -- ----
----- do .---

... do ........

----- d o --------
----- d o ----- ---

do... -o.
d o --------

Feldspan.
47. Crude ---------------------------------------------- 207............................................ 25
4 GroCy d linder,-crown,-and-sheet-(window)-g------------------------ 214 .....49. Cyru sier, crown, and abeet (widow) glas -------------------------__ --- __ 1219 --------------

Boots and shoes of leather:
50 . T urn ed ------------------------------------------------------------ --
51. M eK ay sew ed ------------------------------------------------------
52. Other ............................................................a3. glass tabes --.......................................... _--...... __-

54. Cement or cement clinker ................................................

Penw:
55. Of steel .......................................................
56. O f other m metal ........................................ _-- --
51. With nib and barrel in I piece ......................................

Lumber and timber of:
54. Fir..... ................................................
5D. Spru -----c....................................................&.o ie .....................................................

61. lamc.............................................--------
53. Cm viegetal, flax uzpholster tow, and Spanish m= ------------------
64. Fewr, green or unripe.....................................--------

1530 (e) ---------

1530(e)...

218 (b) ----------
q05 (b) ----------

351 --------------

1001, 8,, 1722---
7 80..............

65. Pepper in their natural state ........................................ 1- 774-.-............

06. Eggplant in its natural state ---- --- ----................................ 1 774 .............

Decreased from $1 per ton to 50 cents per ton ..........
No change ........................................
Decreased from 5A to 12 t4 cents per pound on sizes i

not over 150 square inches; 
2
346 to la35i cents per

pound on sizes over 150 and not over 384 squae
mebes; 2346 to lt'% cents per pound on sizes over
384 and not over 720 square inches; 218 to I534
cents per pound on sizes over 720 and not over 864
square inches; 3 to 2Y- cents per pound or sizes
over 864 and not over 1,200 square inches: 3% to
23%4. cents per pound on sizes over 4,200 and not
over 2,400 square inches; 3 i to 

25
38o cents per

pound on sizes over 2,400 square inches. Mini-
mum rate on foregoing weighing less than 16
ounces but not less than 12 ounces per square foot
decreased from 50 to 3734 percent td valorem.

Decreased from 20 to 10 percent ad valorem .......
Increased from 20 to 30 percent ad valorem .......
No change ..........................................
..- do ............................................... .. .-d o ..... .. ... .. .. .. .. ... .. .. ... . ... .. .. ....--- _ __- -

----- do --.............................................. ..... do .......

--- -d o ............................ . . . . . . . . . . . . . . . . . ... . . d . . .-. 

... do -------------------------------------- ... d o.
Increased from 3 cents per pound to 391o cents per .... do .-----

pound. I
Decreased from 3 cents per pound to 2V cents per .do -------pound.
DeCreased from 5 cents per pound to 1-4 cents per -... do .-------

pound. "

San. , 1932

Do. 0

Do

Do.

Do.

Do

Do.



S7. Pimapples- - - - - -
68. Fresh tomstoes -------........ . ------------
69. S n ap bean s --------------------------------------------------------------
70. Cucumbers ........................................
71. Okra .
72. Lima beas, green or umipe- -----------------------------------
73. Infants' embroidered wool jersey cuterwear, n. s. p. f., valued at more

than $2 per pound.
74. Infants' unembroidered wool outerwear, knit or crocheted, except jersey,

41 - . s. p- f., valued at more than $2 per pound.
75. Infants' unembroidered wool knit outerwear valued at not more than $2

per pound.
- Ir'an& exbroldered wool knit outerwear ..............................
i. Furniture of wood, n. s. p. f --------------------------------- -- ....--tQ -8. Um brellas and Parts --------------------------------------------------
79. Alsiin ferrosili-on aluminum, and ferroslumrinum silicon containing

20 but not more tuan 52 percent of aluminum and containing silicon
and iron.

0. Silicon aluminum and aluminum silicon, and alsimin, ferrosilicon
aluminum and ferroaluminun silicon containing less than 20 or more
than 52 percent of alurminm and containing silicon and iron.

.47 -------------.- o ch an ge --- ---------------------------------------------. d o --------
= ---- do--------------------------------- .. do -

774 ...------------ do ------------------------------------ do -
174L-------------- ----- -------------------------------- ndo----

76&.------------ do
,7 4 ---- -- ------ ---- ---. d o ----- ------ -------- ---- -- -- ----- . ... . ' ... d o _----- --

---.. . . . . . . . d o . .. . . .. . . . . . . . . . . . . . . .. . . . . .. . . . . . . . I ---- d o - - - -

1114 (d) Decrea.sed from 5t cents per pound and 50 percent to June 11, 1932
5 cents per pound and 25 percent.

1114 (d) --------- Increased from 50cents per pound and 50 percent to .... do ------
d 50 cents per pound and 75 percent.

1114 (d) --------- No change --------------------------------------------- do -------

1529 (a) do-------------------------------- ----- do -
4!2 .............. I No change ------------------------------------ ---- do
15-4. 342 --------- N o change ------------------------------------------ do .......
302 (J) ----------- Decreased from 5 to 214 cents per pound --- June 18,1932

302 (j) -.......... No change ------------

81. Gelatin, and glue of animal origin, not specially provided for, valued at 41 --------------- From 25 percent and 2 cents per pound to 2 De- Ang. 19,!932less than 40 cents per pound. cent and 2 cents per pound.
82. Gelatin, glue, vue size, .nd fish ge not specially provided for, valued 41 --------------- -No change ------------------------------------------ - do --------at 40 cents or more per pound. Ieraeifo 0t 4pretd83. Sheepswool sponges ------------------------------------------------------ 1545 ------------- D ecreased from 30 to 22. . percent-......... .........- ----- do --------

84. Yellow, gras, or velvet sponges 1----------------------------------------- 1545 --------- No change ------------------------------------------ ----- do --------85. Blown glass tableware ---------------------------------------------------- 218 (f) ----------- Nochange ----------------------------------------- Dec. 14,93286. Precision drwing instruments ------------------------------------------ 360 -------------- -- c- Nochlngel ----per-ent-on--or---------ue--------er----- do --------87. Prism binoculars having a foreign value of more than $12 and a magniflea- 228 (a)- Increased from 60 percent on foreign value to 60 per - -- do
ttin greater than five diameters, frames and mountings therefor, and cent on basis of A]mercan selling price.Parts.-2() INcag88. Other optical fire-control instruments ------------------------------------ = 9 (a) ----------. No chan ge ------------------------------------------. ..... do --------

89. Upholsterers' nails, thmb tacks, chair glides, of two or more pieces of 331 ------------- Increased from 3 cents per pound to 434 cents per - --- do -. --iron or steel. ond -
90. Thumb tacks, not specially provided for -------------------------------- 33 -------------- Increased from M o cent per pound to e cent per ----- do -------- I

Folding rules: pound- 1M
91. Of aluminum -------------------------------------------------------- 396 ------------ Increased from 45 percent ad valoren to 65 percent ----- do --------ad valorem. -.. o....
92. Of wood---------------------------------------------------- 1412 ------------- Icesdfo 0pretad valoremt 0preta --- o----

9"2 Owod .......................................... 42 ......... Incessedfrom4peeentadvsloremtowpercentad- d

93. Crab meat -------------------------------------------- Z! (a) ---------- No change ---------------------------------------------..
94. Barley noiat ---------------------------------------------------- ------------ ---- do ------------------------------------------- ---.....95. Cotton up~holstery velvets .................................. 1

. Ribbons of coton velveteen or cotton velvet .d.Ctnple.....------------- ---------. . ..------------- ---- do --------------------------------------------------- do.
97. Cotton velvets other than upholstery velvets --------------------------- I M---------.- Increased from 6254 percent ad valorem to70 percent I...- do .------I ad valorem.

July !1,1 32

Do.

July 18,1932 It

After Sep17,1932

After Sept.

17,1932.

Jan. 13,1933

Do.

Do.

1933
Do. >

Do. .61

I

I



TABLE A.-List of articles upon which the Tariff CommisionSo has reported to the President, under the provisions of sec. 336 of the Tariff Act I-
of l930-GContinued -

Date ofArticle Paragraph No. Change in duty proclanaion Effective
or approval date of

b f repo. change

Cotton velveteens cut or uncut, whether or not the pile covers the entiresurface:
9& Plain-back ------------------------------------------ 909-----------DecreasedfromnelsitospIpercent-------------June 24493 July 24,193399. Twil .ack................................. 90 -- Decreased from 62J to 44 percent----------------- do D

500. Cocoa-fiber mats .------------------------------------.-... IM----------Increased froc 8 nts per square foot to 12 cents per De. 14,1932 Jan. 3 ,1932
I.1.30.(a) square foot. 1 n101. Boots, shoes, or other foot wear (including athletic or sporting boots and increased from 35 percent on foreign value to5 per- Feh. 1, 193 Mar. 3,1933shoes), having fabric uppers. and rubber soles, I cent on American selling price.102. Boots, shoes, or other footwear, wholly or in chief value of india rubber, 1537 (h) Increased from 25 percent on foreign value to 2 - do - .not specially provided for. I percent on Americ.n selling price. D10. Spern oil, crude ----------------------------------------- on e. .......................................... !- ........... e from 10 cents per gallon to 5 cents per Mar. 2,1933 Apr. 1, 1933104. Sperm oil refned No..- ' [ I -."

105 Seraoei x------------------------------------------------- 2 .ae-------52--------------- D 'sd1 on o31cnpr----- do-------.
106. Agricultural hand tools. Shovels, spades, scoops, drainage tools, scythes, 3 --........- No rhage................................4pr. 3,193sickles, grass hooks, and corn knives.107. Hayforksandtined manre forks...........................35 -- . Decreasedfro 8.centseachand45centadvalor-.. . do... - May 3,1933108. Other agricultural forks, noes, and rakes and parts thereo..... ................. D tem o 4 cents each and 2 o3 percent ad valerem.

decreased from 30 percent ad valorem to 1o percent do . Do.ad valorem.l. Fish packed in oil-tun- - -a........................................ 718 (a) ......... Increased from 30 percent ad ralorem to 45 percent Dec. 14,1933 an. 3,4
Fish paked in ndl-other than tun-a: ad valorem.I a.1, 93410. When of a value not exceeding 9 cents per pound, including the 718 (a) . Increased from 30 percent ad valorem to 44 percent ... do - -- Do. zw ht of the immediate container only. 

ad valorem.en = alued at more tbaa 9 cents per pound ............... . 718 (a) No change ---
Im ins -------------------------------------------- 350.... -----------,o---------------------- - Apr.. ..................... .. 20, !934
113. Cut flowers ----- ........................................... -.............. -... do ......................................... A±pr. B, -{ ---- f-114. Cotton fishing nets and netting ...................................-- 923 -------------- - do .............................................. ..... do

115 Gra .............................. ~....do.................... .............. do I a.....l
115. asand straw rugs .................................. 1021- ........................................... . ...... do.....119. Tooth and other toilet rushes, unornamencted ------117. Barks and handles for tooth and other toilet rushes composed wholly 1506 ............ .. do .................................... . -- do ....or in chief value of any product provided for in pargaph 31.11. Meat and food chopping or grinding machines " do - ------119. Cotton ties of iron or steel. 3................ ...... d. .................................. .... doIB. Candied, crystallized, orgacefraits. -------------- . 7. 7. . - -- -----........................ do ........
121. Laminated products of whirls any synthetic resin or -cain la 77..and752 ..d.......................... .. o....is the chief bidin agent, i s nth orc pesio. r -- e substance 1W39 (b) --. De creased from 25 cents per pound and 30 percent Apr. 23,193 ay 3 '934is thechief-binding-agent, i- sheets orp . ad valorem to 15 cents per pond and 25 percent aad valorems.I



= Razor clay's packed in airtight containers ...................... -------. 7,21 (b)

13. Clams other than razor clams and clams in combination with other sub-
stances (except clsm chowder), packed in air-tight containers.

124- Sugars, tank bottoms, simps of cane juice. melada, rc-ncentrfted melada.
concrete and coneentrated molases, testing by the polariscope notabove
75 sugar degrees, and all mixtures containing suzar and water, testing by
the polariscpe above 50 sugar degrees and not above 75 sugar degrees.
(See also next item.)

125. For each additional sugar degree shown by the polariscopic test, and
Fraction of a degrtc in proportion.

M2. Ale, porter, stout, and beer .............................................
1M7. Frozen swordfish (whether or not packed in ice), whole, or beheaded or

eviscerated or both, but not further advanced (except that the fins may
be removed.

128. Knit gloves and knit mittens, finished or unfinished, wholly or in chief
value of wool, valued at not more than $1.75 per dozen pairs.

129. Cotton cloth, bleached. containing yarns the average number of which
exceeds number 30 but does not exceed number 50.

721 (b) .-----

501 -------------

501 .-----------

717 (a) ---------

1114 (b) ------

904(b) ---- ----

130. Cotton cloth printed, dyed. or colored, containing yarns the average 904 (c) ..
number of which exceeds number 30 but does not exceed number 10. I

131. STAde fasteners and parts thereof, wholly or in chief value of copper
brass, nickel, zinc, or other base metal, but not plated with platinum,
gold, or silver, or colored with gold tacquer, and not specially provided
for.

132. Dressed or dressed and dyed fur skins -----------------------------------

397-----

1519 (a' .......

_ Decreased from 35 percent ad valorem to 23 percent
ad valorem.

lucreased from 35 percent on foreign value to 35 per-
cent on American selling price.

De-resed from 1.7125 cents per pound to L284375
cents per pound.

Decreased from three hundred and seventy-five ten-
thousandths of I cent per pound additional to that
given in the item above to two hundred and eighty-
one and one-fourth ten-thousandths of 1 cent per
pound additional, and fractions of a degree in pro-
portion.

Decreased from $1 per gallon to 50 cents per gallon -
Increased from l cents per pound to 3 cents per pound-

Increased from .0 cents per pound and 35 percent ad
valorem on foreign value to 40 cents per pound, and
35 percent ad valorem on American selling price.

- Increased from 13 percent ad valorem and in addi-
tion thereto, for each number, thirty-five one-hun-
dredths of I percent ad valorem to 18 percent ad
valorem and. in addition thereto, for each number
one-half of ] percent ad valorem.

_ increased from 16 percent ad valorem and, in addi-
tion thereto, for each number thirty-five one-hun-
dredths of 1 percent ad valorem to 22 percent ad
valorem and, in addition thereto, for each number,
one-half of I percent ad valorein

, Increased from 45 percent ad valorem to 66 percent
ad valorem.

No change .........................................

may L,1354

---- do .....

May 9,1934

May 31, 134

Do.

June 8, 193

Do.

San. 16, 1935
San. A, 136

Feb. 21,1936

May 21,1936

Fe
Fet

Mi

In

bl. 1.13
1b.2,936 t0

r. 22,1936

e 20,1936 S

Do.

31,

1-3

July I, tflt.- Sul

Mar. 29,1937-
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TABL B..-. List of subjects with respect to which the President has proclaimed changes
in duties, under the provisions of section 315 of the Tariff Act of 1922

Article

Wheat ........ ...........

Flour, sonolina, etc ..............

Mllfeeds, bran, ate.......

Sodlim nitrite .............
Barlum ti oxdlo
Dlethylbarbiturc acid (voromal).

Oxalic id......... .......
Potassfuni chlorate ..............
Bob-white quail ..............

Taximeters ........... .......

Men's sewed straw huts ..........

Butter ......................

Print rollers .................

Paint l)rush handles .............

Methanol (methyl or wood aloe.
hol).

Gold leaf ......................

1lig Iron ........................
Emmonthalor type Swiss hesevo.

Cresyltt acid....................

Phenol...........................

Crude magnesite...............

Caustic calcined sagnesito .......

Cherries, sulphurod or Itn brino,
stettned or pitted.

Rag rugs, cotton (hit-or.miss
typo).

Barium erbonate, precipitated..
Sodium silicolluorldo .............

Fluorspar ..... ............

Potassium permanganate ........
Onions ........................
Cast polished platogass. finished

or unfinished, and unullvered,

Peanuts, not shelled and sholledl

Whole eggs, eeg yolk, ansi eg
albnmen, frozen or otherwseIo
prepared or preserve(, anet not
specially provIded for,

Date of Efeetive
proelamatton date of

etango

Mvar. 7,1024 Apr. 6, 1024

Change In duty

Increosed from 30 to 42 cents per bushel,
60 pounds,

Increased front 78 Couts to $1.04 per 100
pounds.

Decreased from 16 to 76 percent ad
valoren.

Increased from 3 to 460 cents per pound.
Increased from 4 0 6 cento per pound...
Increased duty (25 percent ad valorem),

transferred to American selling price.
Inereaed front 4 to 0 cents per pound...
IncrEasedfron I. to 23. cents per pound
Decreased from 0 to 25 cents each

(valued at $5 or less each).
Increased from $3 each plus 45 percent

ad valorem on foreign value, to $3
each plus 27,A percent on American
selling price.

Increased from 60 to 88 percent ad vae.
rem on hats valued at $6.00 or less per
(ozn.

Increased from 8 to 12 cents per ponnd..
Increased front 60 to 72 percent ad vloe.

rem,
Decreased from 33j to 16 i percent ad

valoreom.
Increased from 12 to 18 cents a gallon..

Inreased from 55 to 82)6 cents per 100 on
leaves not exceeding In size 36$ by 340
Inches and on larger loaves in proper-
tion.

Increased from 75 cents to $1.126, per ton
Increased from 5 cents per pound, hut

tot less tha 25 pErcent ad valore, to
700 cents Ier pound, hit not lIe thai
373,6 percent ad valorem,

Decreased front 40 percent at valorem
ani 7 cents per pond based on Amer.
lean salting prico to 20 percent ad
valorem and 3)6 cents per pound based
on AinorIcan selling price.

Decreased from 40 percent ad valorem
and cents per pound based on Amert.
can selling price to 20 percent ad val.
orem ani 3 cents per pound based on
American selling price.

Increased from Itt cent per pound to
t
5  

MItt per pound --- :_
Increase(i, from i cent ter poundio

tli0 ccitt per poutn ............ ..
Increased from 2 to 3 cents per pounnd....

Incresei duty (35 percent ad valorem)
transferred to Amrlecn selling price,

Increased from I to I1 . cents per pound.
Increased duty (25 percent ad valorem)

transferred to American selling price.
Increased from $5.60 per ton to $8.40 per

ton on fluorspar rontuning not more
than 03 percent of calcium fluorlde.

Increased from 4 to 6 cents rer pound..
Increased from I to 1 cents per pound.
InEreasod from 123.{ to 16 cents per

square foot esiz nes not exceeding 384
square Inches, 16 to 19 cents per square
foot on sizes above 384 square Inches
and not exceeding 720 square Inches:
176N to 22 oOnts per square foot on
sizes above 720 square Inches.

Increased front 3 to 436 cvnts per pound
on peannts, not shelled- 4 to 6 cents
per pound en poanutts, 8ieIed.

Increased from 8 to 7, cents per pound.

Juno 5, 102
Juno 18,1921
Nov. 20,1024

Jan, 2A, 1025
May 01,1020
Nov. 2,1020

Dee. 27, 1025

Feb, 12,10261 Mar. 14,1926

Mar. 4, 1020
Junio 21,1026

Oat. 14, 1020

Nov. 27,1920

Feb. 23,1027

Apr., ,1020
July 21,1020

Nov, 13,1926

Dee. 27,1020

Mar. 25,1027

..... do....... Do.

J'uuo 8,1027 July 8,1027

July 20,1927 Aug. 19,1027

Get. 31,1027

Nov 10,127

De. 3,1027

Feb. 13,1028

Mar, 28, 128
Aug, 31,1928

Oct. 17.1028

Nov. 10, 128
1ec. 22,1028
Jan. 17,1020

Jan. 10,1029

Fab. 20, 629

Dee. 10, 1027

Jan, 2,6028

Feb. 28, I20

Apr. 26,102
Sept. 1, 102

Nov. t, 1928

Doe. 10, 1028
Jan. 21,129
Fob. 16,1929

Feb, 18,1029

Mar. 22,1928

May 0,1924
May 10,1921
Nov. 14,1924

Dee. 29,1924
Apr. 11, 192
Oct. 3,1025

Dc. 12,1025
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TALE B.--List of subjects with respect to which the President has proclaimed changes

in duties, under the provisions of section 815 of the Tariff Act of 192R--Con.

Artieo Change in duty Date of Effective
proclamation dite ofchange

Fifxsood ........................ increased froln 40 to 50 cents per bushel May 14,1029 Juno 13,1920
Of 56 pltill(s.

Milk, fresh- ................. . Inreas d from 206 to 3.)j counts per gallon do__.. Do.
Crosn ............ ...... Increased from 20 to 30 cents per gallon- ... do ....... Do.
Window glass (cylinder, crown, Increased from I -i in Ii cents per pouid ..... do .... ,Do
atd sheet glass, unpolisoled). en sizes not exceeding 150 square

Inches; 196 to 21ja cents per pound on
sizes above 150 square Inches, not ex-
ceeding 384 square Inches; 1%6 to 27/lo
cents per pound oU slecs above 384
square lies, notoxceedhig 720 square
inc ches; 1)i to 2)f, cents per po) on
sizes above 720 square Inches, not ex-
ceeding ee4 square inches; 2 to 3 cents
)Pr pound on sizes above 8G4 square
ics, not exceeding 1200 square

inches; 2t, to 3;)4 cents per pound on
sizes above 1,200 square inches, not
exceeding 2,400 square Inches; 02 to
3,34 cents per pound oil sizes above
2,400squsen incs

Linseed or flaxseed oil ............ Incre.wd froI 1 13.3 to 3.7 conts per 1poun(d. June 25,1029 July 25,1929

TALN C.-nvestigations ordered under provisions of section 336 Tariff Act of 1930

Voice, Ptorographl No.
No.I

Date
ordered

1930
i 1530 (o) ....... Jio 20

July 11

2 412 ............ Juno 20

Source of alplcai lorts

S. Res. 290 and 313 ................

s. Ros, 205 .......................

304,307,1641 . d..do.......... ........

307 ................ ..............

205 (b) ........ Ito ..... ..... do.......... ..............

0 373 ........... do . do............ ...............

7 012 . July 3 S. Res. 308 .................
t8 0 .... do ..... S. lies, 300 ...................

20 1554 342, and
others.

210 301 ..........
211 1520(a).__

.do,...-
,...do .....

(1-0d .....

S. Ites. 309 and 3t2 ...........

S. Res. 309 ....................
S. lIes. 311 ........................

3 Proelamntion issued by residentnt changing duty.
f President approved Comimlious report, whlioh report Inielod no change.
3 Investigation distoissed.

Subject of investigation

Boots and shoes wholly or Its chief
value of leather, not specially
provided for.

Feurtn tire, wholly or partly in-
Isled, anit parts thereof, wholly
or in oiet value of wood, and riot
specily provided for.
llsr hines, and csrillons, tin.
Wished er niished, and perts of
tite foregoIng.

Woven.wire fencing and wire not.
tihg, all of the foregoing composed
of wire isaller then eight one.
hundredths and nt stnaller than
three one-hundredths of I inch In
diameter.

Itonin, Portland, and other
tydreulic content or cement
cli nker.

Shovels, spades, scoops, forks, hoes,
rakes, scythes, soics erass
hooks, corn knit-es, anti drainage
tooL, all the foregoing If agrioul.
tural hand tools, and parts there.
of, composed wholly or it chief
value of metal, whether partly or
wholly Mainufectured.

Slice lacings,
Ultranierine blue, dtry, In pulp, or

ground in or mixed witht ol or
water wash, and all other blues
contafnistg ultraniriio.

Umnbretlas, parasols, and oun.
shades, fnd parts thereof.

Iron in pigs, and iret kentlodge.
Iaec, lae fabrics, and lIace or tleies,

produced wholly or Irt part on
the Lovers or Levers.go-through
lee machine, the boiiet sna-
Chino, or tie loce-braiding nta.
chio,
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TAnm C.-Invetigations ordered under provisions of section 886 Tariff Act of
1980-Continued

In-
voice Paragraph No,
No.

t 12 412 2... ........
1 13 1611 (a) .......

114 152 ..........

4 15 1530 (c), (d)...

11 1630(c), (d)...
117 1116 (b)...

Date
ordered

July It
t.. o...

.ti..d ..

Soritce of applicatIons

S . R es. 313........................
Ti Rudolph W rliftzer Co,; S.

ties. 313.
S. lies. 313; Fri-.her & Co., fie...

... do....S. Re,. 313 ....................

.do. . Res, 313; Amber Leather Co._
... d .... . i fes, 313 .............. .......

918 1117(o) . tn. do........ .... _ ...........

910 401 ............... do... S. Res. 313 ati 321; West Coost
July 22 Lumbermen's Association, Sou.

thern Pine Associationt.
3 20 210 ............ July 11 S. Re, 313 ........... ......

'21 i564 (h). d .J o... ..................

122 318 ............. ddo ...... __ ..............

23 503 ............. do.- The John 0, Paton Co.; 9. tics.
313.

124 ! :30 (a) ....... d.. do.... S. Res. 313 ........................

737 (3)........

772 ...........

500, 777 (b)....

53 ............. July 22710. .......... . .do.. .

.. dO ._.

... do ....

...do...

180 1539 (b)...._ July 22

' 31 1114 (d) .......... do....

132 i5M .......... do.

833 1552 ........ ... do....

S. Req. 321 ........... . .
I S. Res. 324; Sto. Auxlialro I)o

L,'Aerirultture & Ie 'iloUstiro
)tu Sud-tlust 1De La France,

S, Res, 321; Lierty Cherry &
Frtlt Co.

S. Res, 324 ...... ..........

.do..... ..............

S. Res. 324 ........................

S. Res, 325 .......................

.... do ...........................

do..........................

Subject of investigation

Wood floor.
Pil organs, nnd parts thereof,

Pipes, il)po howls, cigr a o riga.
rotte holders and mousthpie.os,
finished or uinflrtish.ed.

feather of reptile hides or skins
for shoo purposes,

Piskin icather.
Bodies, hoods, forms, nd shapes

for hats, bonnets, caps, berets,
a0( sioilOar Articles, snosufa.,
tlr'd wholly or in part of woo
felt, and hat honnls, raps,
berets, and similar rtles, made
wholly or In part threfr. n, flit.
Is ',d or ntlfinished.

Floor coverings, wholly or In chief
value of wool, not specially pro.
vided for.

Lumber and timber, of fir, sproco,
pine, hemlock, or larch.

Cylinder, crown, and sheet glass,
by whatever process made, and
for whatever purpose uoed.

flats, bonnots, And hoods, com.
posed wholly or In chief value
of straw, chlls, pa)er, vrass,
palm leaf, willow oler, rtta,
real hooehair, esiba bark, ramife,
or milla homis, whether wholly
or parIly mnufaetomli,

Fourdrinier wires fni cylioter
wires, suitable for use in paper.
nuakItk machines (whether or
lnot ports of or fitted or attahid
to such T aohftes), and soenvon'
wro cloth siultable for ue in tire
ntanufaetore of Fourdrihfer welms
or cylinder wires.

Maple quoar ansi niaplo sirup,

I ides ald skiens of cattle, of ths
bovine qp'ties, row or ianrorer
or dried, halted, or pickledi,

Olive oil,
Cheese, except of Amaerlcani or

Ched(lar And Swiss or ir min.
tiller I lis.

Cherries, slffurcid, or In hrine.

Tomatoes prepared or preserved it0
alty mnannettr.

Sugar candy and all coltfectiettry
not spelcflly provided for, and
chocoTate, sweetened, its any
other forai than in bars or blocks
weighi tg 10 plietnds or itioroseit,
whether prepared or not pro.
tared.

Laminated produelt of which a
synthetic resin or rostillko Ktlh.
sionee Is the cielr bining acent,
In sheis or plates,

Infatts' wear, knit or croellelei,
finished or nilinished, wholly or
In hlief value of wool,

Mateis, osotchs splnts, Aind skil.
lets for inatch boxes.

Cigarette books, cigaretie-hook
covers, and cigarette paper ill all
foris, except cork paper.

I Proclamation Isstioti by President changing dity,
I President approved Conlnls1on's retsort, which report Indicated no change.
I Investigation dismissed,
' Report returned by President without approval,
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Tnon C.-Investigatios ordered under provisions of section 836 Tariff Act of

1930-Continued

Source of applications

J Ilsly 3 .09 and 325 .........
Jtty 22 . .......

. .do... S. 110. .330 . . . . . . . . . . .

412 ............ Sept. 2

775 ........... do----

Thonot Bros.,; Jacob & Josl Kohn
and Mntdus, Inn.; Penn Cott-
imercial Corporation; Astra Bent
Wood Furniture Co.; Standard
Bentwood Co.

Campbell Soup Co,...........

41 ............. Nov. 7 Delft Gelatine Works .............
351 ........... e. 1 11 S. Ies, 360 ad 438 ..........

777 (a) and 777(b).
747 ..........

713 ......

1981
Jan 8

..do .... 
Jan. 23

I9 ............. rl..do..

705 ........

772 ............

774 ............

769 ............
774 ... .........
77C ............705 ............
774 ...........

909 ........ _...
41 .............

_do....

Jan. 30

. ....

.. dto ....

do-_
Feb. 12
Feb. 21

1001 and 1081 Mar. 4
or 1722,

302 it)....... Mcr. 21

S. Res. 30.. 38 ..................

llutceso & Co,, Inc.; Arthur
Serra & Co., S. Miles. 397.

Knox Boide; , lres. 399 ..........

S. fles. 300; Afonlts Waterproof
(l0 o.; Ceatro lo In Industria
Leehera.

S. 1es. 411 ...................

West Cot Vegotablo Aesoeia-
torL et cl,; S. Res. 44.

West Coast Vegetable Asoeciaton
et al; S. Res, 414.

S. Re. 414.................
Hltheson & Co., In ........
... lO.........................
.... to ................... ........

do........... ........
S. Hes, 440 .................
S. Ro. 48; Peter Cooper Corpo-

ration,

S. les, 4 8 ........................

Fred Trtomty ..................

80 1005 (a) (3)......do ..... MLittot Line & Not Co.; larain &
I I~ I Wicks Line Co.

218 (b) ........

76.
737 (3).
772.

737, 747, and
752,

7S2 and 53.

0a5r. 24

May 2
May 6

do....
Juno a

June 0

207 cd 214.. . Jtne 15

55 ........... do. - ..

The Llbboy Mass Manufacturing
Ce.

(1 W. Maples ....................
Tho President ................
..... do................. ...........

President do la Chambro Syndt-
elo.

.Aesoolaelon Nacional do Agrieul.
tufa; S. Iles, 243.

Consolidated Feldspar Corporo-
tlion.

World sponge market .............
1 Proelonatlon issued by President rhangin dtty.t PrOsident grcvtd Commisson's report, wl Ith report Ir.dicated no change.
I Investigation dinisised,
* Extended on Fob. 12, 1031,

Subject of investigation

1311 ()1 ............

0 3 218 (f) .......

Paragraph No. Iotered

SuArs, irtelUdlg tie stagar content.
ot 1i1Wtilur corltilleg sgor cittd
waler, testing by the i olarlsiopo
cl'os'e 0R1 osclr degrees.

Tble and kitchen articles and
tuensils wholly or iI Obief volte
of r,]las, biosin or tirtl' blos ,I
reordle.s of eonpoyit[on, l

o
-

serptlot, or further treatment.
Beat.wood furniture, wholly or

partly finished, cnd parts there-
of.

Sottps, sottp rolls, oeup tablets, or
ibtes, and other soup prepara-
tions.

Edible gelctin.
Stool pons, Investigation ox-

tendo(r to include pens, n. s. p. f.,
of other toetal.

Ccoa and chocolate, sweetened
cnd unsweetened.

Fresh pineapples.

Dried whole eggs, dried egg yolk,
and dried egg albumen, whether
or not sugar or other material is
cdded.

Casein or laetarene and mixtures of
which iasein or lactarene Is the
component material of chef
value, not scieially provided for.

Beans, not speeiclly provided for,
dried,

Tomatoes In their natural state.

Poppers In their noturol state.

Fes, green or unripe.
Eggplant in it,, naturtil state.
Ctcutelbers It their natural state.Lhna beans.

Okra.
Cotton velveteens ad velvet.
(ielatin, glie, glue siee, and fish

glie, not specially provided for,
cod ecseltt glue.

Crn vegetal, tlax upholstery tow,
antd Spanish moo.

Silicon tltmlnitunt, alulminum ll.
cots, alsimiln, forrosillon Ocltihlll alnd forr~oalumhlulnl sili.

con.
Cordage, including cables, tarred

or untarrod, cotlpOsed of throe
or iorestronds, each strand com-
posed of two or more yarns,
wholly or In ehlef value of hemp.

(lgo gless tubes.

SnAr or string beans,
Cherrios, sulfured, or In brine.
Toatoo, prepared or preserved

in any mnnter.
Fruits, candied, orystallIzod, or

Flaxseed; and linseod or flax-seed
oil, and combinations and mix-
tures In chief value of such oil.

Feldspar, etude and ground,

s|ongo.,
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TABLE C.-Investigations ordered under provisions of section 886 Tariff Act of
1980--Contiaed

In-
voice Paragraph No.
No.

a (]5 717 (a), 717 (b),
710 and 720
(b).

501 and W2 ....

207 _ ... _. . .
722 ...........

331........

390 and 412....

77 .........

52 ...........

721 (a) .....

Date
ordered

June 22

,Sept. 14

192
Jan, 10
Fob. 18

..do ..

Mar, 14

Apr. 5

May 11

May 26

Source of applications Subject of investigation

Davis Bros. Fisheries Co.; (lieu-
coster Fish lxelango; torten-
Pew Flsherlo Ce Ltd Fish-
ing Masters Producers Asso-
elation; Gloucester Maritime
Alociation; OlocauteerClanbor
of Corntereo.

Variouq beet growers of Colorado,
California, Utah, Montana,
Wyoming, Kansas, Nebraska,
arid Idaho; Western Sugar Re-
finery arid 38 other sugar or.
ganleatforns Interested In refined
sugar.

Carrieres And Mines (to lEstercl..-
Creal Products Co, and 14 other

firms interested In the com-
mnodity.

Th Beardsley & Wolcott Mana-
facturing Co. and 8 other firms
interested in the coinmodities.

Master IOe Mfg, Co, Inc .....

Saehtlebn Mining & Chemical
Industrial Corporation,

Bureau of raw naterilTs for Amer.
lcan vegetable oils and fat In-
dtstries.

S. Res. 122...._................

2 74 230 ............ June 15 8. lies. 227 .......................

1 75 228 ............... do ......... do .............................

1532 (a) .......

222 (a) .......

327 ...........

7'7 ............

... do .....

June 22

o .d...

...do .....

. .. do .....

181 718 (a) ........ June 28

721 (b) ........

1022 ...........

Juna 28

June 30

..... -do ......................

S. Ites, 241 ........................

S. Res. 242 ........................

S. Res, 244 ........................

S. ies. 245; Stephen 0,. Bartlott
Co., Vtrrr Hfouten Inc., John 15.
Van Ifesden, Stepheon L. Bart-
lOtt Co.

Seacoast Caning Co., Cohn-
Hfopkilns, Inc., Wetgato Sea
Products Co., French Sardine
Co., Southern California Fish
Corporation, K. ibovdon Co.,
France-Italian Packing Co.,
Italian Food Products Co,,
Coast Fishing Co.

Nool ka Pncking Co., Ltd., Pacific
Coast Ciun Packers Associa.
tlon.

Ifoywsod-Wakefleld Co ...........

I Proclamation Issued by I'rmlient changing sluty.
2 President approved Comnaion's report, whitoh report indiratod no change.
a Investigation disls ed.

Maekerel,

Raw and refined sugar, molasseR,
and created articles.

Filorspar.
Barley stalt.

Upholsterers' uils, chair glids,
and thumbtacks.

Folding rules wholly or In elhi,
vale of ailuninuino eo of wootl,

Lithopone, containing by weeit
30 per cenlnti or mnoro of zincsua lphide,

Sisermr oil, crude, sperm oil, refined
or otherwise precoedt, and
spermaceti wax.

Crab meat, froh or froren (whether
or no paokerl In ceo), or pispared
or preserved In tny mtanter, in.
eluding crab paste anti ab
satir0,

Meet or food chopping or grinding
rtachines, and parts thereof, do-
signed for hand o;toratont and
used as kitchen utensils, and com-
posed wholly or ii1 chief value ofInetal.

Optical Instruntils of a class or
type osed by the Arriy, Navy, or
Air Force for fire control, ant
parts thereof.

Precision drawing iestrfltents,
and parts thereof, wholly or In
chief value of motal.

Gloves Inado wholly or in chiel
value of leather, whether wholly
or partly mtiarlfactlre .

Plato glass, by whatever process
inado.

Cast-Iron pipe of every description,
and cast-Iron fittings for cest-iron
pipe.

Cocoa and! chocolate utnsweetened
and sweotened, and caco hunter.

Fish, prepared or prosrved in any
manner, when packed In oil or In
oll and other substances.

Clonis, packed In airtight con-
tainuers.

Pie ants nd flttor coverhgs
wholly or In ehief value of cocoa
fiber.
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TABL, C.-Invetigation ordered under provisions of section 336 Tariff Act of
1930--Couti rted

Piagraict No.

IllS (tc)...

350 ......314 ............

Dato
ordered

1030
July 13

JUtit 21
Oct. 3

87 1530 (o) and Oct. 14
1UM57 (i).

80 1301 ...... ).... Dee. 7

308 021 ........... )ee. 12

300 1021 .......... do ....
tt 15436 ............ do....

229 .......
717 (a) .......

202 (a) ....
395. 312, and

307.

... (10 .....

Dto.-
Dee. 1;

1D3e, 1

10 3

Soturee of applications

Adatstown Hat Coi., lie,, aid 0
other firms interested In the
c'Olllinodit 1os.

S. Res. 2,33. _.............
Atlantic Steel Co,, Cotntnors Steel
Co., 'l'cnessee Col [roc &
Railroad Co., Ciirnegie Ste(,l
Co. lttstorgh Stel Co.

The tIltoher Manufacturers Aso-
elationl.

SpInnstotltatrk Zetlentor, e.
sellsehaftitct to besehraliter llf-
tung, Fr. lCuettier, A, G., lta.
rayen, Soiela Aionitita ItallanA.

Tit 'resdent..................

......... .....do...........

The Peestitett, Atitertica iitish
Manufacturers Assoelation, jPy.
roxylin Plastic Maufaeturers
Association.

Tho Pregidet .................
'lho eI ceict, M assaclhltstts

Fls ories Associatotin ad F,,(1i-
erated Fshitg litTs of Atnerlc'a.

W'll. 11, It vis Ine ...... ..
Acitorleo's Wage Wariers Protec-
tivo Conference, Friendly So-
etcty of 1ingravers.

Subject of Investigation

Wool felt hat bodies and hais.

All pins ctosstified under par, 350.
Cotton ties of Iron or ";tel.

lubber.soled and watrirroof foot
wear.

Filaments anl yarns of rayon or
other syttthetle to \lile, not spe.
ciolly provided for.

ltg rugs wholly or In chief valuo
of cottoi.

fGrom ald straw rugs,
'Tootht and other toilet rillcos,

excepttoilet Irut 's ornationted,
mounted, or fittd with gold,
silver, or ilatintuom, or wholly or
partly plated with gold, sliver, or
Itatt[iunt, whetir or itot onain-
eled; also

llaudles and bicks for tootht
Iirushes at oth ter toilet brushes,
composed wholly or i eteot
value of any irotict provided
for ti itr, 31 (if the Tariff Act of
1030.

lrteoattScnt eletrlcltght bulbs.
Swordfish, freen.

itarrIes or euorry tiles.
isitltoosltng rollers of stel or other

metal and cites attd mills therefore.

$ 772 ........... Feb. 3 PThe Presthent ...... ts....... . -- tomatoes In their catutral stilce.
107 211. ....... ... 1,.. ItitedI States hottirsAssocliaton, Table and kitchen earthenware

'~llo Seiritng Pottery Co. ancd stteowro, and (hitta, poree.
la"I atd other vitriflied tale and
kit, ore worect, antdt tinaiufetures
in chief vahle of suetl wres.

103 1030 (b) (4)._ Fob, 14 S. RNs. 335 ..................t Uner leather made from culf 'r
kl skiis, portly finished, or
I'tlled, tr cut or whollv or
prtly ncattltfetur-d Into utpers,
viitpS, or atty forthns or m ilis
sitobte for entivoraton tbitoots,
boots, stos, or footwear.

19 123 ............ Mar. 10 S. lies. 301: It. 1, Edorer Co,, 'tah Cotton fishing nots and cotton
Linen 'Tliread Co., Hlenry It, fitting netting,
Brownell.

'100 7 _........... do .... S. lies. 369...._................ Out flowers, frash.
10 l l11 .......... Apr, 10 llso.Stovenson Co ............. Cork heoulatlon, wholly or il chief

value of cork, cork waste, or
granulatod or ground cork, li
blocks, slabs, boards, or plantss,

'102 1030 (a) anti MAy 10 B. Res, .......... ........... (oat, kil, and eabrettA leather,
(d),

1103 0July 21 John F. Sullivan F. 0. SehloOtel- Ale, porter, stout, and beer,
btrg & Co.

S1510 .......... Sept, 21. New York Match Co., Ine.. Matchs,
Match lIport Co., Ino.; Inter-
national Match Corporation.

'lot728 ............ Oct. 21.. Tha 'resident........... .. Rye.
li7 ............ c. .... do ............................ Alfalfa seed.

1036
1107 03 and 0 .... Apt, 2 .. 8. Miles. 104 ..................... Cotton cloth.
1108 1114 (b) ....... Ag. 20.. S. Res. 178 ......... ......... Wool kulct gloves and ittens.

I Proclamation Istste( by Prealdout ehangillg duty
I President approval Commisslon's report, which report htdlit tt.c no chatga.
I Invostigntion dtsinad,
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TABLE C,-Investigations ordered under provisions of section 86 Tariff Act of
1950--Contied

Source of applications

G. E, Prentice Manufaeturing
Co,; Shoe Hardware i)ivislon,
United States Rubber Products
Co.; Sterling Novelty Co,; Hook-
loss Fastener Co.; Lion Fastener
Co.

S. Res. 250 ......................

sl II 1629(a)-... Cot. I 1 , Ros, 270 -..................

' 112 910 (a) ........ Oct. 15

' 110 009 .......... Nov. 5

'114
1030 Ce)...

National Association of Hosiery
Manufacturers, Golden City
Ioslery Mills, Ine.

Crompton Co,; Merrimack Man-
ufaturing Co.; Vew York
Mills; Waterside Mills; Tabe-
rercy Manufactring Co.; (ran.
ite Finiohing Works; lrookslde
Mills; Waterhead Mills; foek-
ieyer Bros,, Div.; Sitkland
Mills.

DatoParagraph No. ordered

1937
Acg. 28 8, ies, 144; New Fclelood Shoo Women's and nisose' comenctd

and Leather Ascolation , shoes of leather,

I Proclamation issued by President changing (dtty.
I President approved Coinsoion'Is report, which report indicated no change.
$ Investigation diismissed.

UN erFD STAT'rs TARIFF COMMrISSION,
OFFICec OF THE SECRETARY,

Washington.
List of reports by the Tariff Commission to the President, under tho provisions

of section 315 of the Tariff Act os 19Z2 with respect to articles upon which no
changes in duties have been proclaimed:
Casein: The report stated that the Commission was not able, with the data avail-

aisle, to make definite findings.
Wall pockets: The report stated that the Commission was not able, with the data

available, to make definite findings.
Sugar: On June 15, 1925, the President stated that after full consideration of the

facts shown in reports of the members of the Tariff Commission he did not find
that differences in costs of production were sufficiently established under present
conditions to warrant any change from the present duty.

Cotton warp-knit fabric--Gloves of cotton warp-knit fabric: On October 3, 1925,
the President stated that under the circumstances applying to the industry lie
did not fool warranted at that time in increasing the duty.

Cotton hosiery: Report submitted to President; no action taken.
Halibut: Report submitted to President; no action taken.
Logs of fir, spruce, cedar, or western hemlock: Report submitted to President; no

action taken.
Maple sugar and maple sirup: Report submitted to President; no action taken.
Granite: Report submitted to President; no action taken.
Oriental rugs: Investigation discontinued.
Corn: Report submitted to President; no action taken.
Canned tomatoes and tomato paste; Report submnittod to President; no action

taken.
Whiting, precipitated chalk: Report submitted to President; no action taken.

Subject of inveUstig on

Slide fasteners and parts thereof,

Dressed or dressed and dyed for
skins.

Enboidorod wool knit gloves
and mittens,

Seamless cotton hosiery.

Cotton velveteons nd cotton cor-
duroys,

1936
3 109 307 ............ Doe. 20..

1936
' 110 1519 (A)-...Apr. 29



T,&nral D.-Ilnvestigations ordered by the United States Tariff Commission, section
315 of the Tariff Act of 19R2

Paragraph Date when iNo number ordered ubject of investigation

...................
........................

31 *-.-------.........

4'.................
........................

01 ............. ..........
10 ..........................
III ..................
12 ........................
13 ......................
14 ........................
15' ........ ..........
131 .................
17 ..................
181 ........................
1 ... .................
10' ..................
21 _ ..... .................

1 ......................

31 ...................
24 ..................
21 ..................
2.(see 3) ...............
28 ... ......................
2 I........................
30 ..........................
31 ..........................
32 .........................
331 ........................
3 ..........................
1 ....................

3' ...................
71 .......................
31' ..................

20' ....................
40 .................
41 ........................
42 ................... ......
43 .....................
44 .................
46' ....................
40 ..........................
47 .........................
48' ........................
49' ........................
501 ................... ....
I....................
12'........ .......
521 ................., .... .. .. .. . . . . . .

.. ................

.i .... . .. ... ...........
7 ........................
&JI' ..................
6 1 ..................
62'...................60, ........................

61 .......................
r'21 ................ ....

611....................

64 .................
61 ....... .........
6 1 .... ........ .. . .. .

...................

70. .......... ........... .

71 .................
72' .................712 ................. .......
71 ....... .................
754 ............... ... ...

12
19
30
80
83

223
361
3112
410
503
014

915, 1430
916

1313
1410

34
28

1454
27
27

1454
390
368
222
401
375

204, 201
601
1,5

020,1430
729, 730

8304,65,71
401
383

1400
709
710
717

212,213
410

1022
711
230

42
42
4
5

12
207
7071

0
767
700
760
708
760
713

1116
003
737

83
20
80

218 (or 217)
1 210

1403,1428,1420
770
770
724
770
772
80

Mar. 27,1023
..... do .......
..... do ....
..... do .......... do ------. ...-.do .......
..... do ........
... .. do ........
..... do .......
_ _..do .......

..... do.

..... do ...
..................do...

..................do...
-----------------do ...

..................do...
-----------------do.....

..................do ....

May 4, 1023

July 2,1923
July 27,1023
Aug. 11,0123.....do.

..................do ...

---do.

Oct 25,1013
Nov 14,1023
Feb. 8, 1024
Aur. 1.10 2
Ac. 5, 10'4

may , 29,1924
July 14, 1024
Aug. 9,1024
Aug, 11, 1924
Mar. 19,1923
Apr, 23,1025
hi A.r:24,1026Mai 19,1025
July 24,1020
..... do ........
..... do .......
..................do...

Jan. 8,1020
.... do .
Mar. 4,1020

do-.
... do ...

May 20,1024.....do ...

July 23,1920
Ang. , 196
. do ..... .

Oct. 28,1926
Feb. 25, 1027
Mar. 22.1927
May 20,1027

.... do ......

..... do....do ...

.o. to....
Juoc 24,1027
Oct. 14,1027
Apr. 18,1028
-...............4c) ...

Proclamation Issued by the President changing the dutles.
lelport sent to the 1'reshlont

S lReport. acted ois by th Presidnt but no change declared.
4 Investigation discontinued.

Oxalie acid.
liethyl barbiturle acid, etc.

Barium dioxide,
Caseln,
Logwood extract.
Pota.sium chlorate.
Sodium nitrate,
Mirror plates.Pig Iron.

Swiss pattern files.
Paint brush handles.
Sugar.
Cotton warp.knit fabric.
Cotton gloves made of warp.knit fabric.
Cottol boslary.
Wall pockets.
ArtificIal or ornamental flowers.
Linseed Ar flaxsed oil.
Synthetic phenolic resin.
Smokers' articles ofsyn, phen. rosin,
Phenol,
Cresylir acid.
lirlorwood pipes.
Print roller'.
raximstors,
Cast polished plato glass.
togs of fir, spruce, cedar, etc.
Metallic magnesiuns, otc.
M'ogneslto and magnesite brick.
Itare sugars.
Amino acids, etc.
Lace.
Wheat and wheat products.
Vegetable and animal oils and fats.
Logs of fir, spruce, cedar, etc,
Gold leaf.
Men's sowed straw hats.
Wutter.
Swiss coee,
Halibut.
ablel, kitchen, anti toilet choa, ete.
Bentwood chairs.
Rag rugs.
Bob-white quail.
Oranite,
Olue.
Edible gelatin,
Methanol.
Sodium silicofluoride,
lariim carbonate.
Fl) lrospnr.
Milk and cream.
Tartaric acid.
Cresam of tartar.
leanints.
Sova beans.
Cotton seed.
Onions,
Flaxseed.
Ege ' ani Ogg products.
Orietcol rugs.
Maplo sugar and isaple sirup.
Cherries.
8odiun phosphate.
Whining.
Potlginin perinang aie.
Perftme and toilet botles.
Window class.
Initation pearls and pearl beads.
Fresh tomatoes.
Canned tonitoes.
Corn.
Tomato past.
Fresh sweet peppers.
Potassium n irate or saltpeter, refined.
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TAnLm D.-Invetiations ordered by the United Sita Tariff Commisoiolk, 8ec, 8116
of the Tariff Act of 19 -Continued

No. 2'aragraph Date when Subject of investigation,

number ordered u

7 6 ............ . 79 Apr. 20, 1928 White or Irish potatoes.
77,- ..... ......... 302,305 May 14,1928 Tungston.
78 .......................... 1016,1430 May 28,1928 Han kerchiefs.
79 .................... - 1412 May 31,1928 Cork insulation and cork tile,
80.-----................ 218 July 12, 1928 Blown glass tableware,
81------ ....... ....... 12 July 20,1928 [Barium chloride.
82 ......---------........ 733 July 26,1928 Matto.
83.- ..... ----------------- 71 Aug. 11,1928 I)ecolorIzIng carbons.

The COrAIIMAN. Now, are there any other questions?
(No response.)
The CHAIRMAN. The committee will recess until 10 o'clock in the

morning. Thank you very much, Mr. Grady.
(Whereupon, at 4:15 p. m., a recess was taken until Wednesday,

February 28, 1940, at 10 a. m.)
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WEDNESDAY, FEBRUARY 28, 1940

UNITED STATES SENATE,
C O rTTEE ON FINANCE

hinyton, A. C.
The committee met, pur t to recess, in the Fina Committee

room at 10 a. in., Sona, at Harrison (chairman) presi
The CHAIRMAN. TI committee will.rwme to order. senator

O'Mahouey request an opportunty to peq ore the co ittee
this morning. Ye may procee ato

STATEMENT 0 HON. I PH 0. 0', Y, U ED STA
SEN TOR FA0 KW0

Senator 0' HONEY, Mr. Cha n and go ti en the cc'mitteo, I desir first to r p into t cc a a 0 0o this bi
which I shall o or to the 6 ttt dd to dd another
section to the i to rea as fo : ded t

Szo. 2. No foro 2-trade, ag einen,. e) after o cre o'YtIfn theator
delegated to the sident by, ucl tcetiok, 50,d, no ndatory
suipplementary agr mont here entered tie%,ou ou section, id no da s
and other import r lotions ri p ifed in a pro nation I ued b te Presin t
lo carry out aily nol foreig -trade agreo fly u Sn datory or
pleinentary ag relnen hail take effec the .ngress ha. spec ally
approved such agrecme and the duti Adother Iort r tions so cfied
to carry out sue agreenl t. 1

It wifl be observed this is simply an amendment provide
that the trade agre(ements the duties set forth in a I oclamation
issued by the Executive shal cifically a, y7 act of Con-
gress, i intend to demonstrate, arcn be successfully
done, that this provision is altogether in harnmnoy with precedent,
that is to say, a precedent of the Congress of the United States
which has never been upset until this Reciprocal Trade Agreements
Act was passed in the fiist place.

The problem which is presented to this committee and to the
Congress divides itself readily into two issues. The first has to do
with the desirability of reciprocal trade agreements to alter customs
duties. That is purely a matter of national policy. It is purely a
matter of what is good or bad for the commercial interests of fthe
country.

The other issue involves with the method by which these customs
duties in the reciprocal trade agreements shall be changed. This is
a constitutional question and it is to that phase of the subject that
I desire to address myself this morning.
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Of course, many diverse opinions can be offered and much testimony
given with respect to tile merits of trade agreements and the reduction
or modification of tariff schedules. Much can be said and inuch
will be said about the effect of the agreements which have already
boon made upon the trade and commerce of the United States.
Other witnesses will take care of that.

There are present in the room now the representatives of the
American National Livestock Association, the representatives of the
National Wool Growers' Association, for example, and I have no
doubt of various other farm and ranch organizations which are
vitally concerned in the tariff duties.

DEFENSE OF DEMOCRACY

I confess to the Members of the committee that in my opinion a
more important issue will not be presented to this Congress than that
which is involved in the constitutional aspects of this measure. In
a world in which democracy is practically vanishing from the face
of the earth, we must consider whether or not this Republic shall
stand forth as an exemplar of popular government. Everywhere else
all of the details of government are being turned over to the executive.
For a generation the trend has been observable here. Are we going
to defend democracy by continuing to surrender legislative duties,
legislative responsibilities, legislative powers to the executive? I am
convinced that we cannot save democracy in the world by doing that.

I believe as deeply as I ever believed anything that to save democ-
racy, we have got to have the courage to be democratic, and that
means we must trust the ability of the people and the representatives
of the people to govern.

The argument has been made in the House and elsewhere that this
bill is necessary because we camot trust the Congress to exercise its
constitutional power properly.

Now, let other Senators and other Congressmen make that aiga-
ment. I will not make it. I will not make it for myself and I will
not surrender the responsibility that was placed upon me when I took
the oath of office as a Member of this Senate to represet the people
of my State in the legislative arm of this Government.

This bill, the original Trade Agreements Act, and, of course, this
provision to extend it, offends against at least four provisions of the
Constitution of the United States.

The first of them is the very familiar provision which requires that
treaties shall be ratified by a two-thirds vote of the Senate.

The CHAIRMAN. Are you contending for that?
Senator O'MAONEY. Yes; I contend that, but I am not raising it

in my amement.
Senator BROWN. Your amendment would not cure that defect?
Senator O'MAHoNmEY. My amendment would not cure that defect,

but when I undertake to outline the manner in which this act has
offended against the Constitution, I must include that, because, as I
shall undertake to demonstrate, a trade agreement of this character,
ami international agreement of this character, is a treaty.

Senator VANDENBERG. This defect disappears after'your amend-
mont is added to the act?
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Senator O'MAHONEY. In effect, yes, because the trade agreements
are primarily agreements which fix customs rates, and if those customs
rates are approved by the votes of the two Houses, I shall be satisfied.

Senator BR~owN. 1 disagree with my colleague, I think, if I under-
stand your position correctly Your amendment would not overcome
the objection that the trade agreements are not constitutional,
because they are not ratified by two-thir(ls vote of the Senate?

Senator O'MAnONEY. Oh, no. I did not understand your colleague
to saty that. As a practical mutter, I undertook to say that so far as
the agreements deal solely with rates, this amendment would satisfy
the requirements, of the Constitution, because the customs duties
which are enacted, let me say, by Presidential proclamnation will
become, if they are approved by both Ihouses of Congress, the legis-
lative enactment of Congress and I think they come then within the
Constitution.

Well, here is No. 1, a violation of that provision of the Constitution
respecting treaties.

No. 2: It offends against that provision of the Constitution which
says that all legislative power shall be vested in a Congress of the
United States. It must be significant that the framers of the Con-
stitutiou used this word "all" in describing the powers of Congress.
They did not use it anywhere else. When describing the executive
power, they did not say "all" the executive power shall be vested in
the President. It was said "The executive power shall be vested in
the President." And when they created the judicial power, they did
not say "all" judicial power shall be vested in the judiciary and the
courts. They said "The judicial power shall be vested." But when
they came to describe the legislative power in the Congress of the
United States, they said "all."

Now, it is upon that word, that simple word, that all-inclusive word,
that have been based all of the decisions of the Supreme Court of the
United States, decisions which have never been questioned, that
Congress cannot delegate its legislative power. It can, of course,
for the purposes of administration, in order to deal with difficult
and complex problneIs, it can delegate certain rule making powers,
provided it surrounds that delegation with clear and intelligible
standards.

You will search this bill in vain for a single standard to guide the
discretion of the Executive.

The third provision of the Constitution which is violated by this
law and by the resolution extending it--

Senator BnowN (interposing). If I may interrupt you for a moment
before you leave that second point?

Senator 0MAHONEY. I am going to come back to it.
Senator BRowN. I just want to give you one thought, because it

runs along this same line. It seems to me that your amendment
does not cover one feature that an amendment of this kind should
cover. I think it is just as vital to retain a good law that has been
enacted as it, is to enact it in the first place.

Senator OMAHmONEY. Provided the circumstances continue.
Senator BitowN. 'The President may by himself, without any action

on the part of the Congress, stop the operation of the law; in other
words, abrogate the treaty. Now, it seems to me that an amendment
of your type, that there should also be a provision requiring that the
abrogation of the agreement be subject to congressional approval,
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I think that the argument that you are making should touch upon that
phase of the question as wrell as touching the "original enactment of
the law.

Senator O'MAHONEY. The point which Senator Brown makes is, of
course, one that is worthy of the greatest consideration, and it suggests
itself to any person who will study this law in all of its implications.
You are qu ito right in what you say as to the power of the President
to terminate, and the logic of the argument goes just as far as you say.

Senator BROWN. That is what 1 wanted to suggest to you.
Senator O'MAHONEY. In presenting this amendment, I have been

seeking to simplify it and make it clear, because the trouble with this
problem has been that it is confused in the minds of the public, and
I think confused in the minds of the members of both the legislative
end executive branches of the Government. We do not differentiate
between the merits of reciprocal trade agreements and the constitu.
tional inhibitions with respect to the manner in which the treaties
shall be made and with respect to the manner in which laws, particu-
larly revenue laws, shall be enacted-and now I come to the third
provision of the Constitution--

Senator VANDENBERG (interposing), Isn't Senator Brown right? If
the passage of the law is a legislative function, the repeal of the law
is a legislative function, by the same token?

Senator O'MAIHONmY. Yes; I agree with that.
The third provision of the Constitution which I think is violated

by this law is tbe one which prescribes that all revenue bills shall
originate in the Ilouse of Representatives.

The fourth is that chuse with which we are all familiar in the
Constitution, namely, that the Constitution, the laws enacted in
pursuance thereof, and treaties made or which shall be made under
the power of the United States are the supreme law of the land.

Are foreign trade agreements treaties or are they laws? If they
are not trchtics, as is contended, how, then, can they modify the
customs duties fixed in a law constitutionally enacted by Congress?
If they are not laws enacted by the Congress, how, then, can they
alter or modify the customs duties? Either these trade agreements
are treaties and then come in its a part of the supreme law of the land
to modify the Tariff Act of 1930, or they are laws, and if they are laws,
they are revenue laws, because they deal with the customs duties
and so must be enacted as the Constitution provides.

Have they originated in the House of Representatives? Mr.
Chairman, to say that because the original Reciprocal Trade Agree-
ments Act originated in the Iloise, that this bill extending that act
for another 3 years originates in the House, that this provision of the
Constitution with resl)ect to the revenue laws is satisfied seems to me
not to rise to the dignity of an argument.

REVENUE LAWS MUST ORIGINATE IN HOUSE

What did these framers of the Constitution have in mind when they
said that revenue laws shall originate in the House of Representatives?
They had in mind the taxing power, and they were so jealous of that
power that although they provided that the Senate might amend
these laws, it was elear that they did not want the Senate to originate
them. They wanted to keep the taxing power so close to the people
that the people would know at all times through their Representatives
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in Congress, what was being done and how it was being done and how
their interests, their commercial interests, their agricultural interests
would be affected by all revenue legislation. Who can tell what rates
will be changed tomorrow if this bill is passed? What Member of
the Senate or what Member of the House can report to his constituents
with respect to the effect of reciprocal-trade agreements that are to be
made in the future upon the interests of his State? What rate in any
trade agreement that has been or will be made in the future under this
act has or will originate in the House?

My belief is that although the House may have been willing,
apparently, was willing to surrender this fundamental and historic
power, the Senate should not surrender the power, the responsibility
and the duty which is vested in it by the Constitution.

I said there were four provisions of the Constitution violated by
tis act; I should have said five.

EQUALITY OF THE STATES IN THE SENATE

The fifth is to be found in the terms of the Constitution which pro-
vide for equality among the States in the Senate, There was cer-
tainly no subject debated in the Constitutional Convention which
aroused more interest and concern than this question as to how much
representation should be accorded to the States in the Senate. First
it was argued that the big States should have more than the little
States, and there were little States in those days too, and big States.
But the framers of the Constitution and the people who ratified it came
to the definite conclusion that in the Senate all the States should be
equal. So, little or big, numerous or scattered as to population, every
State in the Union has two votes in the Senate. Two votes to protect
the interests of the State.

Now we are wiping these distinctions out. No Senator can tell
what will be contained in a trade agreement affecting the interests of
his State and his people, of their industries, and of the projects of
whatever kind th t they may carry on so far as those activities
are affected by customs duties.

So I say that we should be very slow indeed to surrender our iight
to know in advance what is to be done to revenue legislation which
more intimately affects our people than almost any other measure
that we may pass.

Now, let me return for a moment to the discussion of treaties, It
has been said, for example, that the trade agreements fall into a separ-
ate and different category from treaties; that they are conventions,
Executive agreements that do not rise to the dignity of treaties.
That, I think, is the phrase that is usually used. But it seems to me
that nobody can read the cases dealing with this subject without
realizing that there is a clear line of division between treaties and
Executive agreements, and there is a clear and definite distinction
between the power of the Executive in foreign affairs and in domestic
affairs of the United States.

It is frequently argued that these trade agreements are not treaties
requiring ratification, but are like postal conventions. How that
can be argued by anybody who had given 5 minutes thought to what a
postal convention is, is beyond iny understanding.

Mr. William Howard Taft, wlon 'he was Solicitor General, was
called upon by the Post Office Department or some other department

215171--40---18
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of the Government, to render an opinion with respect to postal con
ventions. The decision is to be found in volume 19 of the Opinions
of the Attorney General at page 13. He found that postal convene.
tions were not in violation of the Constitution, and it is that decision
that they were not in violation of the Constitution which is relied
upon by those who contend that Executive agreements which do not
rise to the dignity of a treaty may be made without the approval by
the Senate.

This is what Mr. Taft said:
It seems to be apparent from the cases cited that whore long usage dating back

to a period contemporary with the adoption of constitutional sanctions and
interpretation of that instrument differs from that which would be reached by
the ordinary rules of construction where a question is a now one, the usage will be
followed.

May I say further that Mr. Taft also directed attention to the
fact that the Statutes at Large did not carry any indication as to
postal agreements made during the early days of our Government,
He explains this by reason of the fact that until 1872, such agreements
were not dignified by the name of postal conventions or treaties, and
consequently were not included in the statute books,

Why? Because these postal conventions had to do with mere
rules and regulations as to the manner ordinarily by which a foreign
country would carry on its domestic postal arrangements.

Senator WiLNY. May I ask a question there?
Senator O'MAONEY. Certainly.
Senator WIL EY. In the days of President McKinley and Theodore

Roosevelt, we had reciprocal agreements or treaties. Do you know
whether the law then required the approval of the Senate?

Senator O'MAnONEY. I am going to bring them here before the
committee. The law did require the approval of the Senate and an
act of Congress approving the duties. Those are the precedents that
I desire to cite to this committee. Those are the precedents to
which I alluded at the outset of the argument, and precedents which I
said had never been violated in the history of the Congress of the
United States until the Reciprocal Trade Agreements Act was passed.

Now then, years after the postal conventions were first under-
taken, a new question arose. The Postmaster General negotiated a
convention with some foreign country-I have forgotten which-
having to do with indemnity for the loss of registered mail, and it was
the desire of the Postmaster General to' provide in this convention,
and he did provide that the United States would pay indemnity t
the foreign senders of letters if those letters were sent by register and
were lost in the mails. That, too, was submitted to the Attorney
General for a report, and in volume 15 of the Opinions of the Attorney
General at page 462, you find the question proposed and the answer.

The question is:
Can the Postmaster General enter into any and all postal conventions dealing

with new methods of foreign regulation under the authority of the Revised Statutes
889 authorizing the Postmaster General to enter into such treaties and conventions
by and with the advice and consent of the President?

That was thc provision of that act. And the answer was:
The Postmaster General cannot enter Into conventions or treaties for the

purpose of establishing an adjunct to the existing system whereby indemnity for
loss of registered mall might be allowed.
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In other words, it was the decision of the Attorney General that
where the convention dealt with a subject matter that went beyond
mere administration, then he was going beyond the boundaries of an
Executive agreement, To put it another way, an Executive agree-
ment cannot change a law.

THE NATURE OF EXECUTIVE AGREEMENTS

Now, you can read the whole history of Executive agreements, and
you will find that they fall clearly into that category. Here was a
case-I don't want to weary the committee with too many citations,
but I do wish to call your attention to the case of United States v.
Belmont, reported in 301 U. S. at page 324.

Prior to 1918, a Russian corporation which was called the Petrograd
Metal Works deposited with the Belmont Private Bank in New York
a certain sum of money. In 1918, the Soviet Government liquidated
the corporation and appropriated all of its property and assets, includ-
ing the deposit with Belmont.

In 1933 the Soviet Government released and assigned to the United
States Government all amounts due to the Soviet Government from
American nationals, including the money that had been deposited with
the Belmont Bank. The assignment was effected by an international
compact between the President and the Soviet Government to bring
about a final settlement of claims and counterclaims between the two
Governments, The Belmont Bank refused to pay the amount upon
demand duly made by the United States Government, and thereupon
the case went to the court.

Now, obviously he-o we are dealing with a simple matter of admin-
istration not affecting the whole public interest but affecting a com-
paratively small natter of ministerial detail. And this is what the
court held:

The international compact was within the competency of the President and
participation by the Senate was unnecessary. A treaty signifies a compact between
two or more independent nations with a view to the public welfare, but an interna-
tional compact as this one is not always a treaty which requires the participation
of the Senate. There are many snch compacts which a protocol, a modus vivendi,
a postal convention and agreement like that now under consideration are illuis-
trations.

Certainly a trade agreement between the Government of the
United States and the government of some foreign country whereby
that foreign country not only agrees to change its own tariff regula-
tions, but by which we agree to change a law which under the Coil-
stitution must originate in the house of Representatives, certainly
Such an agreement rises far above the level of exccutive agreements
of the kind involved in the Belmont case. It rises to the level
of a constitutional treaty which to be valid mut be ratified by the
Senate of the United Stattes.

Senator VANDENBEZG. Senator, may I interrupt you a moment?
Senator O'MAEONEy. Certain llt
Senator VANDHEnUO. I woullik to call your attention to i very

Specific excerpt from the Colombian treaty bearing very significantly
upon the point you are making. I quote one sentence from article 11
0f the Colombian trade agreement as follows:

'As long as the present agreement-
that is the trade agreement-
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As long as the present agreement remains in force, It shall supersede any pro-
vision.s of the treaty of peace, amity, and navigation and commerce between the
United States of America And the Republic of New Granada signed at Bogats
September 12, 1846.

Senator O'MAIONEY. And the Constitution says;
This Constitution and the laws enacted thereunder and the treaties of the United
States are the supreme law of the land.

Senator VANDENBERG. Precisely.
Senator OMAHONEY. And here we have a trade agreement which,

its advocates assert, does not rise to the dignity of a treaty over.
throwing a treaty.

Senator VANDENBERG. I think this confesses the case.
Senator OMAHONEY. There are more confessions to be found in

the book,
This is the point gontlemen-a -treaty is a compact or an agreenent

which requires negotiation between governments and which affects
tie domestic policies of both the parties, policies which involve the
whole public welfare. There can be no doubt that these trade
agreements involve the whole public welfare. That indeed is the
principal argument that is made for them. The argument is made
that under the constitutional method you cannot do this important
political matter, and you must ride superior to the Constitution.

Why, gentlemen of the committee, as I said in the beginning, have
we the courage to be democratic? The democratic form of goven.
mnet is the most difficult of all forms to carry out because it is the
form of government which depends for its sanction upon the agree-
ment of the masses of the people. It depends for its power upon
tolerance and good will and the ability of people to sit down and
discuss issues and reach a common mind. But we are told that the
representatives of the people of the United States selected under t06
Constitution are not competent to do this, and if it were entrusted
to them, they would begin to logroll and to lobby. Let those who
wish to make this confession of their own ineptitude and their own
inability to do it--I shall not.

Senator JoHNsoN. It is significant in that connection, is it not,
that 19 of the existing trade agreements which we have entered into
have been ratified by the parliaments or the legislatures of their own
nations?

Senator OMAHONEY. As the Senator says. I have not made the
examination myself, but I believe that other nations retain to them-
selves the power to have these Executive agreements passed upon by
the representatives of the people. And we-the greatest democracy
in the world--we blithely surrender and turn the power over to the
Executive.

I think I remarked a little while ago that the drafters of the Con-
stitution were concerned about preserving to the people and their
representatives the power of originating revenue laws. That was a
principle which was embodied in the very blood and sinew of the men
who drafted the Constitution. For a thousand years the predecessors
of the Colonists had been struggling to take power away from the
executive and to vest it in the representatives of the people. What
has come over us that now we turn back from this fundamental idea
and instead of taking power away from. the Executive, we thrust it
upon the Executive and say "Take it away from us who are not
competent to exercise it?" Per almost 60 years, the powers of govell)
ment have been steadily expanding.
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Senator GERRY. Mr. Chairman, may I ask the Senator a question?
Senator O'MAIONEY. Certainly.
Senator GnRnY. Is the Senator going to touch that question of the

delegation of powers?
Senator O'MAHONEY. Yes, indeed.
Senator GF n y. Because I just want to ask this. Is he going to

touch on the question of the original delegation of powers? In that
bill, we allow the President to raise or lower tariffs. There were
some of us who did not believe in it then and voted against it. I
don't know whether the Senator is going to take up the question and
go into it.

Senator O'MAHONEY. I am going into that, and I know of no time
better than th present since the Senator has raised the question.

Senator VAND:NBERG, Before you start, may I say that you can
get considerable additional comfort out of the fact that Secretary Hull
himself when he was in the House of Representatives in 1928 said
that the relatively modest delegation of tariff power under the elastic
clause was "contrary to the plainest and most fundamental provisions
of the Constitution." I suggest to the Senator that he is in very
good company in the argument lie is making.

Tile CHAIRMAN. Secretary Hull did state, however, that the Su-
prenie Court had changed his mind and furnished a standard of
measurement which we might follow.

Senator O'MAHONEY. If any member of the committee has changed
his mind as did the Secretary of State, I shall hope to change it back
again by quoting the very decisions which have been cited to support
legislative surrender. Now, let us begin. Let us begin with the case
of Field v. Clark, the case which is cited in every brief submitted by
the State Department, the case upon which the changes are rung in
every forum where the tra(te-agreements law is advocated. This case
arose under the McKinley Tariff Act. That act and the decision are
cited as sustaining the power here granted.

Mr. Chairman and gentlemen of the committee, I have brought
with me the statutes so that there can be no doubt. The McKinley
Tariff Act of 1890 was passed by the Fifty-first Congress. Section 3
of this act reads as follows-and I shall read it at length, because it is
iniportant to have it go into the record in full:

SEC. 3. That with a view to seeur0 reciprocal trade with countries producing
the following articles, and for this purpose, or and after the first day of January
eighteen hundred and ninety-two, whenever, and so often as the President shall
be satisfied that the Government of ary country producing and exporting sugars,
molasses, coffee, tea, and hides, raw and uneured, or any of such articles, imposes
duties or other exactions upon the agricultural or other products of the United
States, which in view of the free introduction of such sugar, molasses, coffee tea
and hides into the United States lie may deem to be reciprocally unequal and
unreasonable, lie shall have the power and it shall be his duty to suspend, by
proclamation to that effect, the provisions of this act relating to tie free Intro-
duction of such sugar, molasses, coffee, tea, and hides, the production of such
country, for such time as lie shall deem just, and in such ease and during such
suspension duties shall be levied, collected, and paid upon sugar, molasses, coffee,
tea, and hides, the product of or exported from such designated country as follows,
namely:

All sugars not above number thirteen Dutch standard in color shall pay duty
on their polariscople tests as follows, namely:
• All sugars not above number thirteen Duteh standard in 6olor, all tank bottoms
salups of oatie juice or of beet juice, melada, concentrated melada, concrete and
concentrated molasses, testing by the polarlscope not above seventy-five degres,
seven-tentls of ond cent per pound; and for every additional degree or fraction
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of a degree shown by the polariscope test, two hundredths of one cent per pound
additional.

All sugars above number thirteen Dutch standard in color shall be classified
by the Dutch standard of color, and ray duty as follows, namely: All sugar above
number thirteen and not above number sixteen Dutch standard of color, one and
three-eighths cents per pound,

All sugar above number sixteen and not above number twenty Dutch standard
of color, one arid five-eighths cents p-r pound.

All sugars above number twenty I)ntoh standard of color, two cents per pound,
Molasses testing above fifty-six degrees, four cents per gallon.
Sugar drainings and sugar sweepings shall be subject to duty either as molasses

or sugar, as the case may be, according to polariscope test.
On coffee, three cents per pound.
On tea, ten cents per pound.
Hides, raw or uncured, whether dry, salted, or pickled, Angora goat-skins, raw

without the wool, unmanufactured, asses' skins, raw or unmanufactured, anl
skins, except sheepskins, with the wool on, one and one-half cents per pound,

There is the McKinley Act for you, specifying in terms five comi.
modifies and specifying in terms the particular rates of duty which
the President had to impose. Where was the discretion? Whole is
the precedent in that for an act which allows the Executive to select
any one of all of the innumerable commodities that come into the
United States, and then to fix the rate of duty at anything within his
own discretion, provided only that lie shall not go 50 percent below
or 50 percent above the present rates?

Is that a standard? Why it is only necessary to ask the question.
It is a limitation. In this act we delegate to the President, or rather
to the Executive, because the power is exercised not by the Secretary
of State and not by the President of the United States. That power
is exercised by appointees who are not known to any member of this
committee. None of the members of the Ways and Means Com-
mittee of the House and none of the members of the Finance Coln-
mittee of the Senate can name the men who actually make these
agreements that fix the revenue rates.

Senator CLARK. That is true also of the Interstate Commerce
Commission, is it not?

Senator O'MAHONrY. I will come to that. But there you have a
standard, Senator Clark.

The CHAmrMAN. Did or did not the Supreme Court say that that
was a sufficient standard to follow?

Senator O'MAHoNEY. The standard that I have read to you was
sufficient. The standard in the McKinley Act is clearly sufficient
because there the act says, "Tbese are the commodities, a, b, c, d, and
e, and here are the rates."

The CHAIRMAN. But did not the Supreme Court even though it
did not state specifically the rate, when it said not more than 50
percent above nor 50 percent below, (lid they not say that that was a
sufficient standard?

Senator O'MAHOrEY. The standard was not the limitation; no; not
at all, Senator. The standard fixed in the flexible tariff law was the
scientific finding of the Tariff Commission to set the difference in the
cost of production at home and the cost abroad. There was the
standard. The Congress said, "Your power to change these duties
is guided by this rule, which is the difference in the cdst of production
at home and abroad." Now I submit 'that there is no possible simi-
larity between the two cases. But let us read Field v. Clark. I am
rei4ding the language which was quoted by the State Department and
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submitted in the hearings held March 8 to 14, 1934. I am reading
from page 311 of the hearings on the Reciprocal Trade Agreements
before the Ways and Means Committee of the House in March 1934.
Lot us read the quotation by the State Department from Field v.
Clark:

That Congress cannot delegate legislative power to the President is a principle,
universally recognized as vital to tho integrity and maintenance of the system
of government ordained by the Constitution. The act of October 1, 1890, in
the particular under consideration, is not inconsistent with that principle. It
does not, in any real sense, invest the President with the power of legislation.

Now let us stop there and ask ourselves, why? Why is it that this
act does not vest the President with "any real power of legislation,"
as th Supreme Court said? I think it is obvious from what 1 have
already read to you. But we will see what the Supreme Court said
about it:

Congress itself prescribed, in advance, the duties to be levied, collected, and
paid, on sugar, molasses, coffee, tea, or hides, produced by or exported from
such designated country, while the suspension lasted.

That is why, "Congress itself prescribed the duties,"
Now observe this sentence:
Nothing involving the expediency or the just operation of such legislation was

left to the determination of the President.

Nothing was loft to the discretion of the President,
Now those are precisely the things that are left to the discretion

and determination of the Presidant by this act. To cite a law which
named five commodities, and then specifically recited the duties which
the President could impose--

Senator DAVIS (interposing). Only on those five commodities?
Senator O'MAHoNEY. Only on those five commodities-and to cite

that as a precedent for giving to the Executive the power over all of
the commodities of which our commerce consists and leaving him
free to fix any rate he pleases within 50 percent, it seems to me is
not worthy of being called an argument.

The CHAIRMAN. Well, Senator, not to the extent that you so elo-
juently do so at this time, but along the same lines, were not all of
those arguments presented in 1934 and 1937 against this legislation?

Senator O'MAHONF.Y. They were not. I don't think they were.
I have read the record.

Tie CHAIRMAN. You did not contemplate these arguments and
facts in 1934?

Senator O'MAHONEY. I did not read all of the debates.
Senator CLARX. I ditinctly member an analysis being made of

that case of Feld v. Clark in 1934 at some considerable length, I
don't recall who made it.

Senator O'MAIONEY. I would say it was not referred to except in
support of the act though Senator Borah probably took the view I
now express. Well, so much for Field v. Clark.

Now then, the question arose again in 1897 when the Dingley Act
was passed, and in this act Congress passed specifically on the ques-
tion which is before this body now, namely, the dii6ernce between
treaties and executive agreements and the delegation of power
according to set intelligible standards.
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Section 3 of the Dingley Act-I won't bother to read it to the com.
mittee now, but I shall put it in the record-was drafted precisely
upon the formula of section 3 of the McKinley Act. It named the
articles and it fixed the duties. So there was no discretion. The
power of the Executive under the McKinley Act, section 3, and under
the Dingley Act, section 3, was purely that of finding a fact and then
carrying out the instructions of Congress. But the Congress of the
United States in 1897 wanted to go further than that; it wanted to
authorize a broad program of reciprocal trade agreements; it wanted
to change the tars. rates; it wanted to level them off and build up
reciprocal trade and it wanted to authorize the President to carry on
the necessary negotiations, and so they wrote in section 4.

Now, if section 3 was a precedent for delegating to the Executive
the right to select any commodity lie pleases and fix any rate within
the 50-percent limit that he pleases, why was it necessary to write
in section 4 of the Dingley Act? Let me read this section into the
record.

Section 4 of the Dingley Act reads:
That whenever the President of the United States by and with the advice and

consent of the Senate-
Observe the phrase-

by and with the advice and consent of the Senate-
Here was no surrender of the senatorial duty and responsibility

with respect to reciprocal trade agreements. Here was a retention
by the Senate of its constitutional power.

The CHAIRMAN. Let ine ask you, Senator, as to that provision.
There were some 14, 1 believe, that were negotiated?

Senator O'MAHoNEY. Yes; and not ratified.
The CHAIRMAN. Were any of them ratified?
Senator O'MAHONEY. None of them were ratified.
The CHAIRMAN. Do you know why?
Senator O'MAIONEY. Because the Senate of the United States

chose not to ratify them.
The CHAIRMAN, They were just pigeonholed?
Senator O'MAHONEY. Under its responsibility and duty and power

under the Constitution, the Senate pigeonholed them; yes.
The CHAIRMAN. But under the other provision to which you just

called attention, there were agreements made and we got some recipro-
cal concessions?

Senator O'MAHONEY. That is right. The argument of the Senator
is clearly that the method of the Constitution is not effective so let
us take an extraconstitutional method. With that argument I can-
not agree.

Section 4 of the Dingley Act reads:
That whenever the President of th6 United States by and with the advice and

consent of the Senate, with a view to secure reciprocal trade with foreign countries,
shall, within the period of two years from and after the passage of this Act, enter
into commercial treaty or treaties with any other country or countries coicerning
the admission into any such countrY or countries of the goods, wares, and mar-
ohandise of the United States and their use and disposition therein, deemed to be
for the interests of the United States, and In such treaty or treaties, In considera-
tion of the advantages accruing to the United States therefrom, shall provide for
the reduction during a specified period, not exceeding five years, of the duties
imposed by this Act, to the extent of not more than twenty per centum thereof,
upon such goods, wares, or merchandise as may be designated therein of the
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country or countries with which such treaty or treaties shall be made as in this
section provided for- or shall provide for the transfer during such period from the
dutiable list of this Act to the free list thereof of such goods, wares, and merchan-
dise being the natural products of such foreign country or countries and not of
the United States- or shall provide for the retention upon the free list of this Act
during a specified period, not exceeding five years, of such goods, wares, and
merchandise now included in said free list as may be designated therein; and
when any such treaty shall have been duly ratifiedby the Senate and approved
by Congress, and public proclamation made accordingly, then and thereafter
the duties which shall be collected by the United States upon any of the designated
goods, wares, and merchandise from the foreign country with which such treaty
has been made shall, during the period provided for, be the duties specified and
provided for in such treaty, and none other.

THE DECISION OF CONGRESS IN 1897

In other words, the Congress of the United States passed upon this
question in 1897 and it said in effect:

When you desire to give to the Executive the power to select any commodity
and to fix the rates, then you must appeal to the constitutional powers of both
the Senate and the House to make those rates effective. We shall have the
Senate pass upon the treaty because it is a contract between this Government
affecting the public welfare and some foreign government, and comes within
the Constitution, rising far above the level of these Executive agreements of which
we talked. And when you have done that, when you have secured the ratification
of the Senate, then you shall have the revenue bill with its change of customs
duties originate in the House of Representatives so that the rates shall be fixed by
law.

Why? Because obviously tariff rates which are fixed by law cannot
be changed in a constitutional manner except in accordance with the
terms of the Constitution, and that is to say by another law. An
Executive agreement which does not rise to the dignity of a treaty
certainly cannot modify a duty which is fixed by a constitutional law.

This matter came up again during the administration of Theodore
Roosevelt after the Spanish-American War when it was necessary in
the mind of the Executive to negotiate a commercial arrangement
with the new Government of Cuba. The Executive undertook to
negotiate a treaty presented that treaty to the Senate for ratification,
and it was ratified. In the treaty was a clause providing specifically
that it should be ratified and that the rates should be passed upon by
Congress by law.

Senator WALSH. Were the rates fixed in that treaty?
Senator O'MAHONEY. The rates were fixed in the treaty, but they

did not become effective under the treaty until they were approved
by an act of Congress.

Senator WALSH. That is, first the treaty was approved by the
Senate, and then the rates were approved by act of the Hous e and
Senate?

Senator O'MAHONHY. That is right. The treaty was signed at
Habana on December 41, 1902. It was ratified with amendments
by the Secate on March 19, 1903. This convpnion provided that
it should become effective when approved by Congress, the con-
luding paragraph of the convention pejug:

This convention shall not become effective until the same shall have bee
approved by tho Congress.

Of course, that is the provsion which most of the countries which
are negotiating with us now 'insist upon to protect their people.
But we have abandoned it.,
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Senator BARkItEY. That Cuban treaty was entered into as a result
of that enabling act passed by Congress, or was it entered into under
the general treaty-makhng power?

Senator O'MAHONEY. It was entered into under the general treaty-
making power.

Senator BARKLEY. So that in that treaty itself it provided that it
should be ratified by the Senate.

Senator O'MAHoNEY. I do not think that was in the treaty, but
there was in tie treaty a provision that the rates of duty agreed
upon should be approved by Congress.

Senator BARKLEY. I thought you said the treaty contained it.
Senator O'MAHONEY. I said that it provided that it should become

effective when approved by Congress. Ratification of the treaty by
the Senate and .approval of the rates by act of Congress, that was
the procedure.

I am glad the Senator has called attention to it. This treaty is in
the books and records of the State Department and is called a com-
mercial convention, the phrase which is now being used to lead us
believe that a trade agreement is something less than a treaty. This is
called a commercial convention, and yet it had to be ratified by the
Senate.

Senator BARKLEY. It did not, as a matter of fact, have to be ratified
by the Senate except where Congress had previously provided for
agreements that did not have to be ratified by Congress?

RATIFICATION AND CONFIRMATION

Senator O'MAHO' EY. I will say to the Senator, and I am glad that
be has raised this question, because I want to call attention to the
fact that the provision of the Constitution which devolves upon this
body the duty of ratifying treaties made by the President also con-
tains the provision tlia the Senate of the United States shall confirm
appointees to the Supreme Court.

Senator BARKLEY. Do you make any distinction there?
Senator O'MAHONEY. it is all in one sentence; all in one sentence.

The ratification power of the Senate and the confirmation power of
the Senate. Will anybody say-let me finish the answer, please,
Senator Barkley-wil anybody say that the Congress of the United
States by law could delegate the confirming power of the Senate so
that the Executive could appoint judges of the Supreme Court with-
out confirmation?

Then if the answer to that is "No," and, of course, it is "No," how
can it be argued that an equally important power granted in the same
identical sentence can be taken away from the Senate by an act of
Congress? You are saying that the Constitution can be amended by
law, and, of course, it cannot. . I '

Senator BARKLEY. Will the Senator permit a question.?
Senator O'MAHONEY. Yes.
Senator BAR'tJEY. 'The same, authority, the same Constitution, in

almost the same language provides that 6ongress shall have power to
regulate commerce amon the States and with foreign nations.

Senator O'MAHONEY. The Congress shall have power; yes, indeed
S nator BARnKwY.' But it iS just as exclusive a power delegated to

Congress by, the Constitution as the power of confirmation and ratifi-
cation is an exclusive power granted to the Senate?

Senator O'MAHONEY. That is right.
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Senator BARKLEY. Which is only a part of Congress.
Senator OMAHONEY. That is right.
Senator BARKLEY. We have in numerous instances in pursuance of

our constitutional duty to regulate commerce, which is just as manda-
tory a power as these others you have mentioned, delegated that au-
thority or set up congressional agencies to carry it out in detail, having
set in the law somewhat of an example or a limitation-

Senator O'MAHoNEY (interposing). Not a limitation, A standard.
Senator BARxLpY. A standard, then. Now, do you make any

difference between treaties contemplated in the Constitution requiring
senatorial ratification, and agreements entered into in pursuance of
the commerce clause of the Constitution authorizing Congress to regu-
late commerce among nations and setting up an agency?

Senator O'MAnoNEY. Certainly. XVhen the delegation is ac-
companied by standards, it is recognized. And let me call to the
attention of the Senator, because lie was the majority leader upon
the floor of the Senate when the reorganization bill was passed.
The Senator from Missouri well remembers the incident I am about
to call attention to. That reorganization bill carried the provision
conveying to the Executive the power to reorganize the Interstate
Commerce Commission, and the Congress of the United States would
not have it.

Senator BARKLEY. It could have done it, though.
Senator OMAIONEY. It would not do it because the Congress of

the United States believed that the Interstate Commerce Commission
is a legislative bureau and not an executive bureau, and because
Congress wanted to keep that legislative power free of executive
control and it refused absolutely to consent to the inclusion of the
Commission in the reorganization bill.

Senator BARKry'. Are not all the bureaus set up by Congress,
agencies of the Congress to carry out some specific authority con.
ferred upon Congress by the Constitution?

Senator O'MHONEY. Certainly. Not all of them, but most of
them.

Senator BARKLEY. Practically all of them are agents of Congress.
Senator O'MAHONEY. Let me recommend to the Senator a reading

of the case of Panama v. Ryan, which passed upon the so-called "hot
oil" bill. There this question of standards was thoroughly analyzed.
This question of the delegation of power was thoroughly reviewed, and
the difference between a delegation which is not accompanied by i
standard and a delegation which is within a standard was clearly
pointed out.' I think the language is so apropos with what we are
dealing with here, that I shall just read it at this moment. This is
from 293 U. S. Reports page 888. Let me read from page 415, where
the Chief Justice said:

Section 9 (o) is brief and unambiguous. It does not attempt to control t4e
production of petroleum and petroleum products within a State. It does iot
seek to lay down rules for the guidance of State legislatures or State officers. It
leaves to the States and to their constituted authorities the determination of what
production shall be permitted. It does not qualify the President's authority by
reference to the basis, or extent of the State's limitation of production. Section
9 (o) does not state whether, or in what eircumstances or under what conditions
the President is to prohibit the transportation of the amount of petroleum or
petroleum products prodticed in excess df the State's permission. It establishes
no, criterion to govern the President's course. It does not require any findint
by the President as a condition of his :action, The Congres in paragraph 9 4(c)
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thus declares no policy as to the transport a on of the excess production. So far
as this section is concerned, it gives to the President an unlimited authority to
determine the policy and to lay down the prohibition, or not to lay it down, as
he may see fit.. And disobedience to his order is made a crime punishable by
fine and imprisonment.

There is the condemnation of the delegation without standards of
legislative power, and every single case-

Senator GEORGE (interposing). Senator O'Mahoney, I do not think
there is any real doubt on the part of the committee, and certainly
when they analyze the cases, that you cannot delegate legislative
power.. That is your broad proposition?

Senator O'MAHONEY. That is true.
Senator GEORGE. But you can delegate to an agency with prescribed

standards, the mere administrative duty of applying those standards.
Senator O'MAHONEY. That is right; I quite agree with that. The

Senator is quite right about that.
Senator GEoaoE. Some of us were in disagreement with the Supreme

Court on those cases, because we thought that the legislative power
was involved under sections 315 and 316 of the Tariff Act, because we
thought there was some element of judgment, discretion, and dis-
crimination, the power to reject and the power to consider certain
things.as to producing abroad or at home, but the Supreme Court
of the United States decided against us and said that there was a
sufficiently intelligible rule or standard laid down.

Senator O'MAHONuY. That is right.
Senator GEORGE. Now, as far as the doctrine is concerned, there

is no question about it. It largely comes back to the same old propo.
sition of the law student who said he knew what cumulative evidence
was, but he did not know what in hell was cumulative evidence.

Senator O'MAHONEY. I might cite the well-known proverb of giving
an ell and taking a mile.

Senator GEORGE. Yes.
Senator O'MAHoNEY. Here you have in the Hampton case a deci-

sion which says that the delegation of legislative power which troubled
the Senator so much when it was granted was within a standard.

Senator GEORGE. Yes.
Senator O'MAHONEY. Now that case is being cited as the precedent

for an additional grant of legislative power-of the delegation of legis-
lative power such as never before was contemplated. In other words
we are chipping away piece by piece the very pedestal upon which
free, democratic, representative government stands. And it is against
that constant encroachment upon populargovernment and popular sov-
ereignty that I am here protesting today. We have got to stop some-
where if we are going to preserve the right, the duty and the resp on-
sibility of the elected representatives of the people to, legislate for their
constituents. When the Supreme Court upholds one doubtful grant,
are we to cite that decision to support a more extensive grant?

THE CUBAN CONVENTION ACT

But let me return now to the Commercial Convention with Cuba.
It was, as I wAs saying, signed at Habana on December 11, 19020
and ratified with certain amendments by the Senate on March 19,
1903. It was approved by the act of Conqress on December 17,
1903.'", This act of Congress is to be found in 33 Statutes, part I,
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page 3. It contains the following proviso, a proviso which I should
ike to write in letters so high that no Member of Congress can fail

to understand what the Sixty-third Congress declared:
Provided further that nothing herein contained shall be held or construed as

an admission on the part of the House of Representatives that customs duties
can be changed otherwise than by an act of Congress originating in said House.

Mr. Chairman, there is no other forum in which the constitutionality
of this act can be tested except this forum.

Senator BARKLEY. Has not that declaration been overruled not
only by the Supreme Court but by the House of Representatives
itself since that declaration was made?

Senator O'MAHONEY. I do not know of any case in which either
the Court or the Congress overruled it, except in passing tle Recipro-
cal Trade Agreements Act, and I contend that tih iHouse of Repro-
sentatives and the Senate combined cannot amend the Constitution
of the United States.

Senator BARKLEY, Both of those bodies practically overruled that
declaration in subsequent legislation creating the Tariff Commission,
and also the Reciprocal Trade Act, and the Court has sustained those
acts.

Senator O'MAHONEY. Again the Senator is making the argument
that because the Court sustained a little offense, we shall approve a
bi offense. The Senator from Missouri has-

Senator GEORGE (interposing). I think the decision of the Court,
so far as the law is concerned, is sound because it did say that section
315 and similar sections in later acts laid down a standard. It may
be a difficult one to apply, but they said specifically that, and I think
the Supreme Court has held that in innumerable cases.

Senator O'MAHONEY. Certainly, but I say-
Senator GEORGE (interposing). We might differ if there was in fact

a standard, but the courts passed upon that question.
Senator O'MAHONHY. Certainly, there can be no question about

that, Senator. The Congress can delegate legislative power, provided
it sets down the standard.

Senator GEORGE. No; Congress cannot delegate legislative power.
Let me differ with the Senator riglt now. Whenever the Congress
delegates legislative power, it is going beyond its own powers, because
all the power to legislate is vested in Congress.

Senator O'M&HONEY. I will accept the correction.
Senator GEORGE. It can set up an agency to administer its stand-

ards.
' SenatorO'MAONEY. I was using incorrect language. When

proper standards are set there is no delegation, but no standard is
set up here to guide the agent. You will search this act in vain-P--

Senator GEORGE. I do not want to hurry you or curtail you, be-
cause you are making a most interesting argument and one with which
I do not disagree at all that is so far as whether we have any stand-
ards in this act. And let me call the Senator's attention to this
fact-it seems to me to be a very important point-that the Trade-
Agreements Act contemplates certain Executive functions, certain
powers of the Presideit as well as the joint use of certain powers of
the Executive as well as the powers of the Congress, ani whether
under those conditions, where you have that situation arising, is tile
same nicety of standards required, or the same positive declaration of'
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the yardstick which is to be applied, to be applied? That is the point
that bothers me in this trade-agreements matter.

Senator O'MAIONEY. The Senator raises a very interesting ques.
tion, and I hope I won't weary the committee by pursuing it for just
a moment.* Let me refer to the case of the United States v. Curtis-Wright
Corporation (299 U. S. -).

Senator GEORGE. That is what I had in mind; that is one of the
cases in which they talked on this question.

Senator O'MAHONEY. Let me read from page 304. Justice Suther-
land wrote this opinion, and it has been cited, I think, in most of the
arguments in support of this bill.

Senator GEORGE. I do not mean to say that that case might not
be distinguishable upon principle.

Senator O'MAHoNEY. The Senator realizes that it is distinguishable?
Senator GEORGE. Yes; I do. But I do say that it raises this

question of the joint or combined action of the purely legislative
function on the one hand-that is, fixing the tariff rates-and of your
executive, that does represent the country in its strictly foreign
relations.I Senator O'MAHONEY. That is right. The Senator has placed his
finger upon the only possible argument, it seems to me, that could be
made, but it is so tenuous an argument-

Senator GEORGE (interposing). It is tenuous.
Senator O'MAIIONEY (continuing). So tenuous that I shall trespass

upon your time a little further.* Senator GEORGE. I say franldy you might well answer what is in
my mind by saying that while there is a certain function under the
Trade Treaty Act that pertains exclusively to the executive power-
that is, this question of seeing whether or not a foreign country "A"
will not reduce some of its duties if our country will in turn reducA
some of its duties, or some of its tariff restrictions or limitations, or
what not-but you might well answer, I think, by saying that when
there is no standard, if there be none by which the amount of tle
-duty is to be determined, that we come back then into the legislative
field, and legislative action or approval is necessary or is required, if
not under treaty, then certainly by act.

Senator O'MAHONEY. It was precisely because of that, that the
Congress in previous sessions required ratification and approval in
matters of this kind, because Congress wa answering the same ques-
tion that the Senator has propounded here, and it answered it by
saying that there was so much of the internal affairs of this country
involved; that the agreement must of necessity be regarded as &
treaty and be ratified by the Senate, and there was so much of revenue
involved that it must of necessity be regarded as a revenue bill, which,
with respect to the specific rates and specific duties, must originate in
the House.

PRESIDENT'S POWER IN SURELY FOREIGN AFFAIRS

Now, Justice Sutherland in a very thoroughgoing and carefully

written opinion analyzed all of the cases and drew the distinction
'between he power of the President in foreign affairs and the power of
the Government in domestic affairs. He pointed out that the United
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States of America under the Constitution received only those powers
from the States which were specifically delegated in the Constitution,
but he pointed out that the States, because they were colonies before
the Revolution, or members of the Continental Congress, had no
powers in the foreign field; so that when the Constitution was set up
and the Government of the United States came into being, then the
attributes of the national power in the foreign field naturally flowed to
the new National Government. That power did not come from
the States. Because of the inherent necessity of the occasion the new
Nation and the President, as the supreme Executive, derived that
implied power with respect to foreign affairs from the fact that a new
nation was created. The President was not there limited by the
Constitution, and Justice Sutherland says quite clearly on page 314
of 299 United States Reports:

It is contended by the joint resolution, the going into effect and the continued
operation of the resolution was conditioned (A) upon the President's judgment
as to its beneficial effect upon the reestablishment of peace betv.een the countries
engaged in armed conflict in the Chaco; (B) upon the making of a proclamation,
which was left to his unfettered discretion, thus constituting an attempted sub-
stitution of the President's will for that of Congress; (C) upon the making of a
Froolamation putting an end to the operation of the resolution, which again wa
aoft to the President a unfettered discretion; and, (D) further, that the extent of

its operation in particular eases was subject to limitation and exception by the
President, controlled by no standard. In each of these particulars, appellees
urge that Congress abdicated its essential functions and delegated them to the
Executive.

Whether, if the Joint resolution had related solely to internal affairs it would be
open to the challenge that it constituted an unlawful delegation of legislative
powers to the Executives, we find it unnecessary to determine. The whole aim
of the resolution Is to affect a situation entirely external to the United States, and
falling within the category of foreign affairs.

That was the resolution, and it had to do with the securing of peace
in a foreign country. It (lid not affect the welfare of the people of
the United States. It was whollK within the scope of the President's
Executive power, and therefore there was no delegation.

And the Justice, in introducing his decision, specifically alludes to
the fact that it would be different if it involved, as this bill involves,
the domestic affairs of the United States, so this decision cannot be
cited to uphold a grant of domestic power.

Senator GEonGE. There was no delegation there, Senator
O'Mahoney, at all. I quite agree with you, because the Executive
was exercising an implied power and it grew out of the fact that the
Federal Government is, under the Constitution, a complete sovereign
with respect to foreign affairs.

Senator O'MAHONEY. Exactly.
Senator GnoRGE. I grant you that. Now, the Trade Agreements

Act undertakes to do thils-it undertakes to reduce or to vary existing
duties within certain limitations of 50 percent. I agree with you that
it is a pure limitation; that it is not a standard at all. ' It gives the.
power to the President to vary existing tariff duties when he finds as
a fact that any existing duties or other import restrictions of the United
States or any foreign country are unduly burdening and restricting
the foreign trade of the United States, and so forth. That seems to
me to be the standard that this act undertakes to set up. It may
be said that it is placing a discretionary power in the President, and
let us say'that if he be a high-tariff Republican, he probably wll
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raise all of these rates under this same act, and if lie be a free-trader,
he would probably reduce all the tariff rates under this same act,

Senator O'MAHONEY. The Senator has answered the question
much better than I could have done.

Senator GEORGE. I am answering it because it bothers me.
Senator O'MAHONEY. I hope it will continue to bother the Senator,

because it is unanswerable Of course, there is no standard, and the
President-

Senator GEORGE (interposing). There is a standard attempted if
the President finds something as a fact. I thought that there was some
difficulty in finding the cost of production abroad of an article as
compared to the cost of production at home, but the Supreme Court
came along and said that no matter how difficult and imaginary the
thing may be, there was a standard that guided the Tariff Cominis-
sion and the President.

Senator O'MARONY. I think it has been found as a fact, in order
to authorize the issuance of the several proclamations which have been
issued, that about 95 percent of the tariff rates upon all of the coi-
modities which were cited in the public notice of intention to nego-
tiate, were burdening the commerce of the United States.

Senator CLARK. The proclamation would probably have been better
if it had said 100 percent.

Senator O'MAHONEY. The Senator, of course, is very much, I
assume, in favor of cutting down the tariffs.

Senator CLARK. Prohibitory tariffs; you bet your life.
Senator O'MA1ONEY. That, of course, is not the question that I

am arguing here. I might agree with the Senator on that; but I am
arguing solely upon the manner in which it should be done. And I
believe, let rue say to the Senator, that the Congress of the United
States can be trusted to pass upon the specific duties that may be
contained in a proclaination if the proclamation or the agreement were
submitted to the Conaress. When to a Democratic Senate and a
Democratic House of Representatives the argument is made that the
only alternative to this method of delegation to the Executive author-
ity is a return to the methods of the Smoot-Hawley tariff bill. I cite
to the Democratic members of this committee, to the Democratic
Members of the Senate and the Democratic Members of the House,
the fact that the Underwood tariff law was not passed by logrolling
methods, but it was passed upon by the Members of Congress and
not behind the closed doors of the Ways and Means Committee
room, of which Secretary Hull has so frequently spoken.

Senator BARKLEY. I have heard it mentioned by others.
Senator O'MAHONEY. Every citizen of the United States in or out

of an organization who comes to Washington usually does ask for
information as to the manner in which the interests of his associates
are being handled, and is called a lobbyist.

Senat')r WALSH. Would not all of the reciprocal trade agreements
fail unless there were two-thirds of the Senate willing to accept all
of the rates fixed?

Senator O'MAHONEY. Not under the amendment which 1 have
proposed, I will say to the Senator. This amendment which I offered
at the outset of the argument before the Senotor arrived-I hav6 a
copy of it here-and I said at that time that I would be satisfied if the
specific rates and duties are submitted to Congress for approval by
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congressional enactment, because when all is said and done, the
primary purpose of the agreements is to alter and modify the customs
rate.

Senator WALSH. Your amendment would make ratification by the
Senate perfunctory.

Senator O'MAHONEY. The amendment does not cal for ratification.
Senator CLARK. Your argument goes to the effect that ratification

is necessary, does it not?
Senator O'MAHONEY. The argument certainly is that foreign-trade

agreements are treaties, yes.
Senator CLARK. The Senwator did not always take that view, did lie?
Senator OMAHONiEY, That they tre treaties.
Senator CLARK. I appeal to a very high authority--.
Senator O'MAHONEY (interposing). Yes; I know what you are going

to appeal to, and I said it thou and I say it, now.
Senator CLARK. And that authority is Senator O'Mahoney himself,

who on February 25, 1937, as appears in the Congressional Record
made this statement:

Mr. O'MAno qsv. Mr. President, if there had been a roll call upon the amend-
ment offered a few moments ago by the Senator from Kansas (Mr. Capper)
requiring ratification of the trade agreements entered into under the authority of
this measure by a two-thirds vote, I should have voted against the proposal and
I desire the record to show that I was opposed to it. I agree with the arguments
which have been offered here that any requirement of ratification would have
made it altogether impossible to hope for any successful development of the
program of reciprocal agreements.

That is at page 1599 of the Congressional Record. I have such a
great respect for the opinion of the Senator from Wyoming that I am
very certain that if he thought these were treaties which required
Senate ratification under the Constitution of the United States, he
would not have voted as lie did.. Senator O'MAHONEY. I think I was overpersuaded by the eloquence
of the Senator from Missouri, but I will say that I see no inconsistency
there, not nearly so much as may be found in the quotation made over
and over again from speeches of certain members of this committee.

Senator CLARK. But the Supreme Court has overruled certain
members of this body, but it has never overruled your opinion.

Senator OMAHONEY. I say that because the primary purpose of
these agreements is to effect a change of customs duties that although
they are treaties requiring ratification, I shall be satisfied with a
legislative act of both Houses because I believe it is important to
begin to take back the power we have been delegating away. I think
it is important that, in a world in which democracy seems to be
tottering, the legislative body of the United States shall assert its
legislative power, and so I say I should be content with the amend-
mont which I have offered here.

Senator BARKLEY. Senator, if that is the danger upon which we,
are about to embark, that we are giving up a legislative authority
and ought to recall that which we have delegated, or the administration
of the law which has been delegated, wouldn't that logically lead up
to the withdrawal of all of the acts we have passed setting up agencies
to carry out the various functions?

Senator OMAHONEY. No; I do not think so, because as I have said
repeatedly this morning, in all of these laws that I have read and all
of these eases that I have examined, you will find that there iA an
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intelligible standard. I agree with the Senator From Georgia that
when the Supreme Court undertook in the Hampton case to validate,
as it were, the delegation in the flexible-tariff act, it was stretching
the argument quite a bit, but there was a standard there, that standard
being the difference in the cost of production at home and abroad,
but I say let us not accept that as a precedent for going further.

Senator BARKLEY. In regard to the matter of a standard, the courts
have held that there is more leeway, to use a common barnyard ex-
presion-there is more leeway in delegating authority to someone
in dealing with our international relations and our foreign connections
than there is in dealing with our purely domestic problems. I believe
that is conceded. But so far as the standards are concerned, there
may not be any difference. It may be contended thpt the standard
set in this Trade Agreements Act is vague.

Senator O'MAHONEY. I am glad to have the Senator seem to ac-
knowledge that.

Senator BARKLEY. No; I do not acknowledge it. I say it may be
contended. It is not any more vague, as the Senator from Missouri
suggests, than the flexible-tariff act was. Certainly no vaguer than
the first act to regulate commerce in which the Interstate Commerce
Commission was enjoined to see that rates were just and reasonable,
and without any standard of reasonableness or justice, but just the
original requirement, that the rates should be just and reasonable
without any maximum or minimum with respect to what the rates
should be. And the fixing of rates in our domestic commerce is a
legislative act in the sense that it derives its power from an act to
regulate commerce. Because Congress could not physically perform
these detailed administrative acts, they were justified in setting up an
agency for that purpose. Is there any more of a standard set up in
the original act fixing the reasonableness and the justness as the stand-
ard upon which the Interstate Commerce Commission should fix or
approve rates than there is in this act?

Senator O'MAHONEY. Again I say, the Interstate Commerce
Commission was regarded and has been regarded right down to this
date as a legislative agency.Senator BARKLEY. I agree with that. I think that the Congress
could have set up some other agency besides the President to have
carried on the effort to bring about trade agreements, which in my
view are a regulation of commerce just as much as the regulation of
railroad rates. I think that that power comes from the commerce
clause as much as any other power comes from the commerce clause,
and is a part of our regulation of commerce with foreign nations. It
might have Oet up another commission to try to bring about these
agreements, it might have authorized the Secretary of State to do it as
the agent of Congress. In this case it authorized the President to do
it, and in doing it, I think he is very largely an agent of Congress just as
much as if Congress had set up an independent agenoy to do this thing
itself, and that is where I undertake to draw the distinction between the
exercise of a commercial power under the commerce clause of the
Constitution and the exercise of a fundamental original treaty-making
power as provided in the Constitution. I may not have made myself
clear,

Senator O'MAHQNIY. Of course that is the only'possible argument
that can be made, 1.inay say. , I just do not agree with it ana I feel
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that the importance of the-issue is so great that, since this bill as I
stated at the outset seems to offend so many different provisions of
the Constitution, it is unlike any other which has ever been acted
upon by Congress. Before the Senator arrived, I cited five separate
provisions of the Constitution which it seems to me are offended by
this statute.

Now I am not going to detain the commttiee any longer; it is get-
ting late. But for the interest which it has, I am just going to refer
to the debate which took place in the Senate on July 2, 1897, when
the Dingley Tariff Act was under consideration and when this specific
power to negotiatQ reciprocal-trade agreements was under considera-
tion.

An amendment had been brought in which was practically on all
fours-that is so far as the power granted-with the provisions of the
Reciprocal Trade Agreements Act; in other words, it did not call for
ratification by the Sefiate nor did it call for approval by an act of
Congress on the specific rates. Of course, that was all changed later.
And when Senator Vest of Missouri entered the chamber that morn-
ing, he wasunder the impression that this particular amendment with-
out the ratification provision was under consideration. As a matter
of fact, Senator Allison had offered a substitute which began that
"Whenever the President of the United States by or with the advice
and consent of the Senate," and so forth. Senator Vest was not
aware that that little phrase had been inserted, and so he said:

Mi. President, I never believed that Congress had the right to delegate the
treaty-making power to the Executive, I would advance that opinion with some
diffidence but for the very high Republican authority and legal authority that
sustains me in that position. I have in my mind a pamphlet copy of a speech
by the Honorable William M. Evarts on September 8, 1890, in which I think he
p roved conlusiely-and it has never been successfully oontroverted-that the

enate of the United States could not addicate its treaty-making power and give
that right exclusively to the President. In the conclusion of this very able
address, which is all that I shall read of it, Mr. Evarts said:
which I shall skip.

Senator CLARK. Mr. Evarts was contending against that provision
in the McKinley bill when he made that speech, wasn't he?

Senator O'MAHONEY. Yes; he was contending for ratification by
the Senate.

Senator CLARK. Was Mr. Evarts' position in that debate overruled
by the Supreme Court in Clark v. Field?

Senator O'MAHONEY. The Supreme Court said there was no inva-
sion in this specific language, again illustrating the fact that these
legislative powers are being slowly chipped away, and every step we
take along this line is a further step in the surrender of legislative
authority.

Senator Vest continued:
- Mr. Evarts then goes on to say that he cannot subscribe to this doctrine, that
he believes that the treaty-making power rests with the Senate of the United
States and the President, and that we cannot delegate to the President exclusively
our discretion as to what treaties shall be made with foreign countries.

I shall not undertake to read this debate into the record, of course,
but I do recommend it to the Senators because it will illustrate the
manner in which the congressional mind was working when it led
tup to the fiul coticlusion-tho final conclusion that ratificatioi by the
Senate and approval by Congress must necessarily be invoked.
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Senator WALSH. Do you give any weight to the consideration that
this act is alleged to be in operation during an emergency, and that
the powers given to the President are limited to 3 years?

Senator O'MAfoNY. No; I do not, I do not think that affects the
constitutionality at all.

Senator GEoRGE. You were diverted a while ago when you were
discussing the powers given to the Interstate Commerce Commission
as to fixing just and reasonable rates. Were you going to say any-
thing further about that?

Senator O'MAHONEY. I was saying in response to the Senator from
Kentucky that that argument is the only one that can be made in
defense of this method. 1 think that it is without substantial basis,
that it is not an effective defense, but it is the only defense that is
made. The Senator was asking me about section 350 itself, that is to
say the Reciprocal Trade Act. Perhaps it would be well to read this
here, section 350:

For the purpose of expanding foreign markets for the products of the United
States (as a means of assisting in the present emergency in restoring the American
standard of living, in overcoming domestic unemployment and. the present
economic depression, in increasing the purchasing power of the American public,
and in establishing and maintaining a better relationship among various branches
of American agriculture, industry, mining, and commerce), by regulating the
admission of foreign goods into the United States in accordance with the char-
acteristics and needs of various branches of American production so that foreign
markets will be made available to those branches of American production which
require and are capable of developing such outlets by affording corresponding
market ol)portunities for foreign products In the United States, the President,
whenever lie finds as a fact that any existing duties or other import restrictions
of the United States or any foreign country are unduly burdening and restricting
the foreign trade of the United States and that the purpose above declared will be
promoted by the means hereinafter specified-

There is tile only language which undertakes to set forth a policy
or definite a standard-there is no policy and no standard--
is authorized from time to time-

to do what?
(1) To enter into foreign trade agreements with foreign governments or Instru-

mentalitiea thereof.

Now there is an apparent attempt to convey to the President a
power which he does not have. Now what is the logical explanation
of that? If the President is dealing with foreign affairs lie needs no
authority from Congress. That is an inherent power of tie Executive,
because as Justice Sutherland pointed out in the Wright case, the power
to deal with foreign affairs inured to the President as soon as the
Government of the United States was established, and the Senator
from Georgia lies Vecy well pointed that out.

Further:
(2) To proclaim such modifications of existing duties and other import restric-

tions, or such additional import restrictions, or such continuance, and for such
minimum periods of existing customs or excise treatment of any article covered
by foreign trade agreements, as are required or appropriate to carry out any foreign
trade agreement that the President has entered into hereunder.

No standard there, certainly.
No proclamation shall be made increasing or decreasing by more than 50 per

centum any existing rate of duty or transferring any article between the dutiable
and free list.

Senator GEnRY, May I interrupt with a question?
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Senator O'MAHONEY. Certainly.
Senator GERRY. What would be the Senator's opinion if that 50

percent was 200 percent? Do you think that that would change the
delegation of powers? It might well be that or beyond.

Senator O'MAHONEY. Absolutely. If the limitation were 50 per-
cent, it might just as well be 51 or 52, or 55, 75, or 95, or 99. There
is no standard there.

Senator CLARK. That same thing was true of the flexible tariff
provision, of course.

Senator O'MAHONEY. Not the same; a rule limited by the differ-
ence in cost of production at home and abroad. There was the
standard that the Congress set, even though the difference in the
cost of production at home and abroad is more than 20 percent,
changes shall not go beyond 20 percent.

STANDARD AND NO STANDARD

Senator BARKLEY. Does the Senator think it is any easier to find
the difference in the cost of production at home and abroad than it
is to find as a matter of fact that foreign regulations against the
commerce of the United States impose undue burdens upon our
commerce?

Senator O'MAHONEY. I think it is much easier; yes. Of course I
(1o, I would not for a moment contend that it was not a difficult
task. Certainly it is a difficult task, but there is a rule in one case
and no rule in the other. There is something to look for in one case
and nothing to look for in the other. There is a matter of fact to be
found in one case and merely a matter of judgment and discretion
in the other.

Senator BARKLEY. Not at all, because if some foreign country
issues an embargo against American connerce, that is a matter of
fact and easy to find out. If it puts a prohibitory tariff upon American
products, that is a matter of fact and can be easily obtained. They
are undoubtedly all within the range of this fact-finding situation,
and there are some conditions that would be a matter of opinion
probably, but there are certain facts that are easy of ascertainment
that might be regarded as being burdensome against the commerce
of the United States.

Senator O'MAHONEY. Well, Mr. Chairman and gentlemen of the
conunittee, you have been very indulgent with me, and I shall not
take more of your time except to call attention to what I regard as a
rather interesting discovery which I made in reading this record.

Senator VANDENBERG. Before you conclude, Senator I would like
to submit this query from a layman's standpoint, which seems to be
unanswerable to me.

Senator BARKI EY. By a layman.
Senator VANDENBERG. By a layman. I referred to it earlier in the

morning when there were not so very many members of the committee
here, and I want to repeat it, and I wait to see what the answer is.
The Colombian trade agreement reads in article 11 as follows-one
sentence-
as long as the present agreement remains in full force-
that is the trade agreement--
it shall supersede any provisions of the treaty of peace amity navigation, and
commerce between the United States of America and the Repubi c of Now
Granada signed at Bogota September 12, 1846.
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How can an agreement supersede a treaty unless it has some
standing as a treaty in force and effect and dignity?

Senator BARKLEY. Well, offhand, without any previous thought, I
would answer that in this way,. that the Constitution provides that all
laws made pursuant to it and all treaties made pursuant to it shall be
the supreme law of the land. They are of equal dignity, and Congress
may authorize the consummation of an agreement under its legislative
authority that would take at least equal dignity with a treaty pre-
viously entered into, and the subsequent agreements might as well
abrogate certain portions of a treaty, which is the supreme law of the
land, as would any act of Congress which is the supreme law of the
land.

Senator VANDENBE nG. 1 don't know whether that is a good answer
or not. It sounds well.

Senator BARKLEY. I guarantee you that it is good.
Senator GEORGE. I think, Senator Vandenberg, the question you

raised comes back to the fundamental question which Senator
O'Mahoney has been discussing, whether or not that Colombian
treaty was made under a valid act. The validity of the act is ques-
tioned by Senator O'Mahoney. If it is made under a valid act, I
think it might abrogate or suspend while it was in force and effect
those particular provisions in the treaty that related to Colombia and
the United States if that had to do with matters existing between
them. But that does not determine whether or not the act is a valid
act, but after all if it is valid, it is an act which under the Constitution,
the Congress had the right to pass in the terms and provisions actually
included in it, and if this treaty was made pursuant to that act, then
I think that answers the question that you can't by law abrogate that
kind of a treaty or modify it or change it.

Senator 0'MAHONEY. The Senator from Georgia, I think, has stated
a proposition upon which all will agree. A law constitutionally
enacted may be altered only by a treaty or another law. It may be
altered by either, and the one which is latest in point of enactment
will be the effective law. That is under the provision of the Constitu-
tion which makes treaties and laws the supreme law of the land.
But the point here is that the argument is made that these agreements
are not treaties. Therefore, that portion of the constitutional provi-
sion is eliminated immediately. The tariff rates in the act of 1930
cannot be changed by the trade agreements because according to the
advocates of the trade agreements, they are not treaties. Therefore,
if these tariff rates are to be altered, they can be altered only by
another law.

So the question comes down to the one propounded by the Senator
from Georgia, Is the Trade Agreements Act which conveys to the
Executive the power to select any commodity and to select any rate,
in conformity with the provision of the Constitution that revenue
bills must originate in the House? To me the answer is clearly"No." I, •,

SECRETARY JAMS 0. BLAINE ON BECIPROCITY

I was merely going to call attention to what I thought was a
rather interesting fact brought out in the'debate by Senator Vest.
He pointed out that Secretary James G. Blaine, who was Secretary
of State under President Harrison was the :originator of the recip-
rocal trade agreements theory. Let the Ropublicans take what
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comfort they cart out of that fact. He went to Congress and he
sought to have the Executive retain the full and complete power to
negotiate these trade agreements and fix the rates, and the Ways
and'Means Committee was a little bit impolite to him, according to
Senator Vest. In that same debate from which I read previously, he
said:

VWe all remember the dramatic scene that occurred in the room of the Com-
mite6 on Appropriations of the Senate, when Mr. Blaine made his unsuccessful
trip to the Pays and Means Committee room in the House of Representatives,
and on his way back, filled with disappointment and chagrin At the failure of his
mission, stopped in the committee room of the Committee on Appropriations of
the Senate. Ex-Senator Blackburn, of Kentucky, was in the committee room at
the time with the Senator from Iowa (Mr. Allison), I believe, and there was a.
dramatic account in the papers of the country of what transpired at the time that
Mr. Blaine related his unsuccessful attempt to secure reciprocity In the House
bill, and as the papers stated and as eyewitnesses have stated in my presence, in
his mortification and rage seized his hat and smashed it on the table, saying the
bill would not open a market for an additional barrel of flour or a pound of meat,
referring to the bill as it was drawn up in the House of Representatives.
The significant thing to me is that the attempt of an unsuccessful

Republican candidate for President to taH away from Congress the
responsibility and the duty of passing tai raws is being carried out
by a Democratic Congress.

Senator VANDENBERO. Do not smash your hat when you go out.
[Laughter.}

Senator CLARK. Senator, you did not really mean what you said
awhile ago, did you, about the probability that the President just set.
up the items on one of these proclamations, and that it had speedily
been enacted by Congress?

Senator O'MAHONEY. Did I go that far?
Senator CLARK. I understood you to.
Senator O'MAIIONEY. I did not want to predict that these agree-

ments would be approved by Congress; not at all. I think thby would
be subjected to scrutiny.

Senator CLAR How about a two-thirds vote?
Senator OMA HONEY. That is not provided for under my amend-

ment.
Senator CLAR:C. You said it was a treaty. You recall that in

the Dingley Act, it was freely charged on all sides and'nev or denied,
as far as I have ever been able to find out, that in the passage of the
ofingley Act, Congress deliberately marked a great many duties
20 percent to afford a bargaining point for their reduction in the
reciprocal trade treaties provided for in the act, and President Me-
Kinley selected a very distinguished Republican ox-Congressman, a
member of the Ways and Means Committee'for a number of years,
and hie negotiated a number of treaties highly favorable ats it appears
to the United Statas, but a little clique in the United States, headed
by Senator Nelson W. Aldrich, was able to postpone any action until,
the time for the expiration'set in the treaties expired, and President
Mc~inley obtained an extension, and actually, went to his death mak-
ing a plea at Buffalo for the'ratification of those'treaties, and not one
of thoen was ever ratified. So, don't you agree that to require ratifica-
tion by the Senate would be simply to put the kiss of death upon the
whole reciprocal trade program?
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Senator O'MAHONmY. The Senator is asking me two questions.
With respect to the first question he has propounded, I would say
that if Congress did-and I have no doubt that his memory is correct-
if it did raise these rates 20 percent in order that they might be
knocked down, then Congress was doing its very best to make
reciprocity effective, and. I say if Congress did it once it may do it
again. , I have more faith in the ability and in the integrity and in
the willingness of the Members of Congress to work than some people
seem to have.

Senator CLARK. The Senator certainly knows that as far as re-
quiring a two4hirds vote of the Senate is concerned-

Senator O'MAHONEY (interposing). That is another matter.
Senator CLARK (continuing). That it is possible for a comparatively

small number of Senators to delay action almost indefinitely.
Senator O'MAHONEY. That is true.
Senator CLARK. The Senator and I both have been Members of

the Senate for some time and have seen quite a few filibusters.
Senator O'MAHONiFY. That is true. And it is because of that

that I said what I said before and now present to the committee an
amendment which does not deal with ratification.

Senator CLARK. If I believe as the Senator does that they are
treaties, I would hold that under the Constitution of the United
States they would have to be ratified by the Senate. The Senator
says he holds that they are treaties but is willing to settle on
something else.

Senator O'MAHONEY. I have said, and I said it just a moment
ago in response to the inqu of the Senator from Michigan and the
Senator from Georgia, that there are two ways of modifying the
customs rates fixed in a constitutional law. One way is to provide
for modification by treaty, and the other way is to modify them by law.
I am not concerned which way you take. Recognizing the difficulty
in securing a ratification of a treaty, I ask you merely to sustain the
dignity and the power and the responsibility of Congress by requiring
a legislative act.

Senator CLARK. If the Senator had made that very eloquent
speech about chiseling away the powers of Congress, we would
have carried the Wheeler amendment. .

Senator O'MAnoNEY. But the powers of reorganization provided
for in that bill, I will say to the Senator from Missouri, were all
dealing with the Executive department, and I stood with the Senator
from Missouri and with the Senator from Virginia. in taking out of the
bill those provisions which it seemed to me affected the legisJative
power of this Government.

Senator CLARK. I will admit we improved it.
Senator O'MAHONEY. Thank you very much, gentlemen.
The CRAIRMAN. Are there any questions?
Senator JOHNSON. I would like to ask one question. I heard your

amendment read for the first time today. I do not have a copy of it
before me, but 1 would like to ask the Senator in what way his
amendmeoit will affect the 22 existing'trade agreements?

Senator O'MAuoN Y. It won't affect them at all,
Senator JOHNSON. That is all I want to know.
Senator O'MAHONEY. I will be very glad to have copies of this

amendment distributed.
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And may I say to the Senator from Colorado that I recommend to
his attention the speech of Senator Taylor Of Colorado in the record
for July 2, 1897.

The CHAIRMAN, I think in this connection, without objection, I
would like to put into the record following this testimony some
remarks which are very brief, by the Hon. A. Willis Robertson of
Virginia on February 21, 1940, on the point that has been discussed
by the Senator from Wyoming.

(The same is as follows:)
Mr. ROstx'rSON. Mr. Speaker, the following quotation from the case of

Holmes v. Jennison (14 Pet. 640, at p. 571), In which the opinion was delivered
by the famous Justice Taney In 1840, should settle the question that treaties
and agreements are different, and the latter are not to be ratified by the Senate:

In the very next clause of the Constitution the States are forbidden to enter into
any "agreement" or "compact" with a foreign nation; and as these words could not
have been idly or superfluously used by the framers of the Constitution, they can-
not be construed to mean the same thing with the word "treaty." * * *

A few extracts from an eminent writer on the laws of nations, showing the
matter In which these different words have been used, and the different meanings
sometimes attached to them, will, perhaps,, contribute to explain the reason for
using them all In the Constitution, and will prove that the most comprehensive
terms were employed in prohibiting to the States all intercourse with foreign
nations. Vattel, page 192, No. 1521 says: "A treaty, In Latin foedus, is a com-
pact made with a view to the public welfare, by the superior power, either for
perpetuity or for a considerable time." No. 153: "The compacts which have
temporary matters for their object are called agreements, conventions, and
pactions, They are accomplished by one single act, and not by repeated acts.
These compacts are perfected in their execution once for all; treaties receive a
successive execution, whose duration equals that of the treaty."

The CHAIRMAN. We will recess until 2 o'clock.
(Whereupon, at 12 noon, a recess was taken until 2 p. In., of the

same day.)
AFTERNOON SESSION

(The hearing was resumed at 2 p. m., pursuant to.adjournment for
the noon recess.)

The CHAIRMAN. The committee will come to order.
The first witness thi afternoon is Mr. Brock.

STATEMENT OF 3. ELMER BROOK, PRESIDENT, AMERICAN XA-
TIONAL LIVESTOCK ASSOCIATION

The CHA IMAN. Mr. Brook, you are the president of the American
National Livestock Association?

Mr. BROCK, Yes, sir.
-The CHAIRMAN. I understood that you wanted to make a statement.
Mr. BROCK. I have, a very'brief statement.
The CHAIRMAN. YOu may proceed.
Mr. BROCK. My name is J, Elmer Brock. I am president of tle

American National Livestook Association. I am here pursuant to a,
resolution passed by utanimoxis vote at our annual convention beld
last month in Denver, Colo. opposig the renewal of 'the Recip local
Trade Act.'

I am accompanied by a committee composed of the foliowitg men:
IF. E, Mollin, Denver Colo secretary 9f the Ameriean National
Livestock Association: Frank Biice, Sono4ta Ard, first yioe Pesident,
Americqn National Livestock Association;, D. ,o e1 d, Fl9 Ida,

N. Mex., vice president of the American Nationa Live stock Assb.
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ciation and past president of the New Mexico Cattle Growers Associa.
tion; W. B. Snider, of Paisley, Oreg., president of the Oregon Cattle
men's Association; Jack Arnold, Birne Mont. president of the
Montana Cattle Growers Association; William B. Wright, Deetb,
Nev., president of the Nevada Cattlemen's Association; Lawrence
Fuller, Wyola Mont president of Montana-Wyoming Cattle Growers
Aocfiation; Julian Bivins, Amarillo, Tex., past president of the
Pan-Handle Live Stock Association; Jack Nason, Spearfish, S. Dak.,
vice president of the South Dakota Cattle Growern Association.

This committee has unanimously agreed to the statement which
will be presented by F. E. Mollin, who for the purpose of brevity will
testify for our entire group.

The CHAIRMAN. Do you change presidents every year?
Mr. BROCK. The policy of the American Nationar Livestock Asso.

ciation is to change every 2 years.
The CHAIRMAN. How long have you been the president of the

association?
Mr. BROCK. I was just elected last month.
The CHAIRMAN. How long have you been a member of the associa

tion?
Mr. BROCK. For a great many years.
The CHAIRMAN. Were you opposed to the law in 1922, if you

remember? That is pretty far back to go, when the Fordney.
McCumber law was passed? Were you opposed to the tariff at that
time on cattle?

Mr. BROCK. I don't remember that law, but the industry has
always favored protection on cattle.

The CHAIRMAN. I was just wondering if at that time it was satis-
factory to you, and if you app eared before the committee at that time?

Mr. BROOK. I did not. This is my first appearance on this question.
The CHAIRMAN. Mr. MoIlin has been secretary of the organization

for quite a while, hasn't he?
Mr. BROCK. About 11 years, I think.
The CHAIRMAN. He would know?
Mr. BROCK. Yes, sir; he would know more than I do.
The CHAIRMAN. Thank you very much. Is that all?
Mr. BROCK. That is all J have,
The CHAIRMAN. Is there anything that any member of the com..

mittee wishes to ask?
Senator JOHNSON. I would like to ask Mr. Brock one question,

if you don't.mind;
The CHAIRMAN. Senator Johnson.
Senator JOHNSON. Yesterday a request was made to Secretary

Wallace to furnish this committee with some statistics showing
the amount of acreage the importation of cattle replaced in the
country. Some statistics were offered showing that the cattle
shipped in here replaced about, as I recall it, something like 500,000
acres. From the statistics I have been able to get, the importation of
cattle in all 'forms, the dressed beef, canned and live, amounts to
approximately 1,000,000 head a year. I believe that is pretty close
to an average.

Mr. BROOK. That deeAsoon what class of animal you would
convert youth canned beef into. It would be something over 1,000,009,
I think, with the ordinary canning.
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.Senator JOHNSON. Well, taking 1,000,000 as an average, how

much hay would a million head of cattle require and how much
grazing land?

Mr. BROCK. Our State is the only one that I can give you an answer
on. The amount of land that it requires to carry a cow unit for the
12 months' period in Wyoming ranges from 40 to 90 acres. The State
average is compiled by the University of Wyoming in a study of a half
a million head of cattle or something like that, and it was an average
of 60 acres to carry each cow unit a year.

Senator JOHNSON. Would you say that my estimate of I acre
of hay land and 30 acres of open range would be about right?

Mr. BROCK. That would be correct'for my State.
Senator JOHNSON. Then that would require about 1,000 000 acres

of hay land and 30 000,000 acres of open range if a million head
came in-replacing that amount?

Mr. BROCK. If the range is comparable everywhere to what it is in
my own State, that is correct.

The CHAIRMAN. Thank you very much. I desire to place in the
record at this point a statement submitted by Mr. Julian Bivins, of
Amarillo, Tex.

My name is Julian Bivins. I am a member of the legislative committee of the
American National Livestock Association and a member of the Texas South-
western Cattle Raisers Association.

Pursuant to a telegram I am directed to present their resolution which whs
passed at our last meeting in Fort Worth pertaining to foreign trade agreements,
which reads as follows:

"There Is now pending before the national legislature House Resolution 7589
to require ratification by the Senate of foreign trade agreements. In view of the
very grave effect trade agreements with foreign nations might have upon the
livestock Industry, this association heartily endorses this bill and urges upon the
Congress Its immediate passage. It is further the sense of this association that
any trade agreement affecting agriculture should be ratified by the Senate."

Our position will be more amply expressed in the appearance of F. U. Mollin,
who will testify In detail.

JULAN BIviNS.

STATEMENT OF F. E. MOLLIN, SECRETARY, AMERICAN NATIONAL
LIVESTOCK ASSOCIATION, DENVER, COLO,

The CHAIRMAN. Your name is F. E. Mollin?
Mr. MOLLIN. Yes, sir.
The CHAIRMAN. And you are secretary of the American National

Livestock Association?
Mr. MOLIN. Yes sir.
The CHAIRMAN. You are from Denver, Cole.?
Mr. MOLLIN. Yes, sir.
The CHAIRMAN. You are not a stranger to the committee?
Mr. MOLLIN. No; I have been here before.
The CHAIRMAN. I do not want to unreasonably limit you, We

have your testimony; you appeared before the House Ways and
Means Committee, and we have that.

Mr. MOLLIN. It has beenrevised considerably, Senator, and I do
not think it would take too long. I tlink it would take about 4Q
minutes or so.

The CHAIRMAN. All right. . and'' . th
Mr. MOLLIN. I am secretary of fnd represent,, Ame'an

National Livestock Association, with headquarters in Denver, Colo.
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I have been secretary of that organization for the past 11 years.
This association is a strictly producer organization, and we represent
largely the western range cattle producers of this country, although,
with the extension of feeding operations into our territory, we also
include a good many cattle feeders in our membership. Likewise,
there are many purebred breeders affiliated with us. Our member-
ship is located principally in the States west of the Missouri River and
in the State of Louisiana, with a scattering membership in a few of the
States east of the Missouri River. We have affiliated with us more
than 100 State, regional, and local livestock associations which
comprise our main membership, but in addition we have an individual
membership of between 1,500 and 2,000.

After I had testified before the House Ways and Means Committee,
Congressman Phil Ferguson, of Oklahoma, appeared and stated to the
committee that the opinions expressed by me were not representative
of the cattlemen in the West. Consequently, I have communicated
directly with the officials of the 17 State associations affiliated with us
and with the Kansas Live Stock Association, which has not recently
been a member, and I have direct authorization from 17 of these or-
ganizations to represent them in this appearance before your commit-
tee. I have those authorizations. I will not insert them in the record
unless you would care to have them, but we have specific authority
to represent each one of those States. The eighteenth State is rep-
resented directly with us here today, a member of the group referred
to by Mr. Brock. As a matter of fact, practically all of these officials
who authorized me to represent them were present at our forty-third
annual convention at Denver, January 11 to 13, 1940, av which the
following resolution was unanimously adopted:

RECIPROCAL TRADE ACT

Whereas a large majority of our people, and particularly of our agriculturists,
Is unalterably opposed to reciprocal trade agreements: Therefore be it

Resolved (a) That we are definitely opposed to an extension of the Reciprocal
Trade Agreements Act; and (b) that, if said act is extended, it be only on the cop-
ditlon that all new agreements be ratified by the Senate in the manner provided
by the Constitution.

Under the procedure followed in our meetings any single individual
of the hundreds in the large convention hall could have requested that
this resolution be laid aside for debate, but not a single voice was
raised, and, as stated above, it was unanimously adopted.

The CHAIRMAN. Before we get away from this reference to Congress-
man Ferguson's speech-he is a large livestock man, isn't he?

Mr. MOLLIN. He is.
The CHAIRMAN. Well known as such?
Mr. MOLLIN. In Oklahoma. He has never been a member of our

association, and to my knowledge never attended a national association
convention.

Senator CLARK. He has been engaged in the livestock business in
a very large way, hasn't he?

Mr. MoLLIN. I said he was well known in Oklahoma. I asked Mr.
Bivins, from Amarillo, Tex.,, Qbout him and he did not know Mr.
Ferguson. I just said that he is not well known throughout the West,
because he has not been active in the affairs of the national cattlemen's
organization. ,, .- ,
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We have not claimed that the reciprocal trade program so far has
caused serious damage to our industry, except in 1936, As a matter of
fact, we have had a very abnormal condition during the past 6 years,
as I will explain. We have, however, had a sufficient indication of the
workings of the reciprocal trade program as applied to our industry
to know that we do not like it and that we would much prefer either a
return to the constitutional method of writing a tariff bill, or, if the
Reciprocal Trade Act be extended, that any agreements made there-
under, or any extensions of existing agreements, must be subjected to
Senate ratification before becoming effective. Under the present
program there is no stability of operation. If the act is extended, we
cannot possibly know today what the tariff on cattle, dressed beef,
hides, or other byproducts will be 6 months from now or a year from
now. The cattle-production cycle is a long one and operations must
be planned at lease 2 or 3 years in advance. Under the present pro-
gram we had first a cut of I (ent a pound in the tariff on cattle weighing
more than 700 pounds in th original Canadian agreement. This was
followed by increased quotacu and a further cut of one-half cent in the
tariff on this same class in ;he second Canadian agreement. Conse-
quently the tariff on this class is now one-half cent below the rate in
effect prior to June 1930. Tae tariff on calves was also reduced.

The CHAIRMAN. How does it compare to the Fordney-McCumber
tariff law?

Mr. MOL IN. On heavy cattle?
The CHAIRMAN. Yes.
Mr. MOLLIN. As I said, it is one-half cent below.
The CHAIRMAN. How does the tariff rate that is in this Canadian

agreement on the larger-sized cattle compare to the rate carried in the
ordney-McCumberlaw?
Mr. MOLLIN. It is a half a cent less, The rate in the Fordney-

McCumber bill was 2 cents on cattle weighing more than 1,050 pounds.
The division made in the Smoot-Hawley rate was lowered to 700
pounds, but on the heavy division today under the second Canadian
agreement the rate is 1 cents a pound, and it was 2 cents prior to
1930.

The CHAIRMAN. And aren't there some other advantages they
offered in the second Canadian agreement with reference to quotas
and with reference to seasonal importations?

Mr. MOLLIN. In the second agreement they increased the quota.
They established a quarterly quota of not more than 60,000 head.
We requested a quarterly quota. We had requested some such con-
trol be imposed to prevent piling up of receipts.

Then the negotiations with Argentina and Uruguay, recently aban-
doned--for how long we do not know- proposed tariff cuts on canned
beef, hides, and many other important byproducts of our industry.

I referred to the abnormal condition which has existed during the
past 6 years. Thatcondition is based almost entirely upon the
Government pig-killing program of 1933 and the Government drought-
cattle-purchase program of 1934, when more than 8,000,000 cattle and
calves were slaughtered. This drought slaughter program liquidated
in 1 year what it would have taken at least 2 or 3 years of ordinary
marketing to.have lone. Total hog slaughter dropped from 73,000,000
plus in 1933 to ag low, as 46,000,000 in 1935, and it was not until last
year that hog production got back in full stride. 'While the decrease
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in cattle slaughter ias not been so pronounced, nevertheless it has
declined substantially each year since 1936. As a result, with both
cattle and hogs in moderate supply at our markets, until the sharp
increase in hog supply last year, it has been possible to maintain
relatively high cattle prices, despite substantial imports of cattle and
canned beef.

The proponents of the trade-agreements program cite the fact that
cattle p prices today aie substantially higher than they were in 1934,
when the act was passed, ignoring the fact that the farm price of beef
cattle was $3.77 per hundredweight in 1934-

Senator CLARK (interposing). That was under the Hawley-Smoot
Act?

Mr. MOLLIN. Yes, sir.
Senator CLARK. Thank you.
Mr. MOLLIN (continuing). Even lower than it was in 1932, and

only 25 cents per hundredweight higher than the $3.63 farm price per
hundredweight in 1933, the low spot of the depression, and much
lower than at any previous time since the war. But not a shread
of testimony has been offered that in any way connects this advance in
prices with this program. Instead, to any market observer, it is
entirely clear that the slaughter situation to which I have referred is
almost wholly responsible. Before leaving this subject, I would like
to state that the purchase of these drought cattle, in providing funds
for which Senator Connally took a most active part, has thus proved
itself to have been most beneficial to the industry and, to my mind,
clearly justifies the substantial appropriation made for that purpose.
Incidentally, this appropriation of more than $100,000,000 was not a
dead weight to the Government because in the operation some
800,000,000 pounds of canned beef was acquired for distribution to the
needy at prices far below a normal price and far below what it would
have cost even a year later. The farm price of beef cattle in 1934 was
$3.88; in 1935, $6.21.

And much of this beef was distributed, of course, during 1935 and
1936.

The first direct application of the reciprocal trade program to the
cattle industry came with the making of the first Canadian agree-
ment, effective January 1, 1936, and the effect of same was immediately

'felt in the markets in this country. ,
I may say that before that agreement was made the Bureau of

Agricultural' Economics issued a statement, in the fall of 1935, in
which they warned that there would be a large supply of fed cattle
available for market the next spring. That situation developed just
as they foretold, but the warning was not heeded in the making of the
trade agreement.

Following the drought of 1934, a good corn crop was produced in
1935, and in the spring of 1936 there was available for market in this
country a large supply of domestically fed cattle. The Canadians,
with the benefit of the tariff reduction, began to run in volume about
the 20th of March, and from that time until the first week in June
there were large receipts at St. Paul of these cattle, with lesser num-
bers at other markets. Frequently these receipts ran from 60 to 125
cars per day, with arrivals in this volume generally limited to about
2 days per week. In almost every instance du that period of some
10 or 12 weeks, whenever 50 cars or more of these cattle appeared at
St. Paul, the market was very sticky. Frequently only part of the
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receipts would be sold on the day of arrival and the remainder held
over to depress the market for a second day. Anyone who is familiar
with the central market system of this country knows that when there
is an oversupply of livestock on any one market, on any particular
day, that situation is flashed around to all the other markets for the
purpose of influencing the trading at all points.

I should like permission to insert in the record at this point a 5-page
study of the St. Paul market, beginning with Monday, April 6, and
ending with Monday, June 15, 1936, all taken from official Govern-
ment market reports showing the result of the heavy importations of
Canadian cattle that spring. They are taken from the official daily
market reports.

The CHAIRMAN. Why do you take it just that 1 year?
Mr. MOLLIN. Because that is the year that we can show the con-

crete proof that we were damaged by this trade-agreements program.
It has been repeatedly stated that the cattle industry was not damaged.
It was damaged in 1936. I will go on and develop the situation in
later years. What happened in 1936 can happen again.

The CHAIRMAN,. These market reports may be inserted in the
record.

(The same is as follows:)

EFFECT OF CANADIAN IMPOIRTATIONS ON DoMESTIC CASTLE MARKETS

ST. PAUL, Monday, April 6, 1086.
Cattle receipts, South St. Paul ------------------------------------ 5, 600
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------- 44, 600
Actual cattle receipts (7 markets) week ago ------------------------- 55, 556
Actual cattle receipts (7 markets) year ago ------------------------ 42, 631

St. Pau -Receipts Canadian cattle, about 80 cars, some of these being hold-
overs from late last week. Trade at a standstill during much of the forenoon,
despite decrease in supplies around the midwestern market circle. Clearance
still incomplete at most points around the noor hour, as salesmen felt additional
declines lacked justifier,tion.

Chicago.-Moderate receipts of cattle more than offset the depressing influence
of religious holidays. At the finish, some weakness had crept into the trade, and
sales of medium and lower grade steers indicated that most of the early strength
had disappeared. ST. PAUL, Afonday, April 13, 1986.

Cattle receipts, South St. Paul ------------------------------------ 3, 500
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------ 46, 500
Actual cattle receipts (7 markets) week ago ------------------- _---- 46, 169
Actual cattle receipts (7 markets) year ago ------------------------- 46, 937

St. Paul.-Canadian receipts, some 55 cars, part of these hold-overs from Satur-
day. Market mostly steady on medium grade fed steers; 10 to I cents lower on
better grades. Many loads still in first hands as afternoon opened.

Chicago.-Market ruled 15 to 25 cents lower on kinds of value to sell at $8.50
upward. Comparative scarcity led the handful of lower grades to sell not only
steady but rather actively at $8 downward.

ST. PAUL, Wednesday, April 15, 1986.
Cattle receipts, South St. Paul ------------------------------------ 4, 300
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------- 28, 100
Actual cattle receipts (7 markets) week ago ------------------------- 23, 044
Actual cattle receipts (7 markets) year ago ------------------------- 25, 045

St. Paul.-Canadian receipts, around 60 cars. Slaughter steers and fed year-
lings comprised the greatest share of the day's run. Most sales 15 to 25 cents
lower, but some bids showed greater downturns, and numerous carloads were still
unsold around 1:30 P. M.
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STs. PAUL, Mcnday, April ;M, l0.
Cattle receipts, South St, Paul -------------------------------- 6, 900
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------ 63, 600
Actual cattle receipts (7 markets) week ago ------------- -....- 2 48, 837
Actual cattle receipts (7 markets) year ago ----------------------- 50, 615

St. Paul.-Canadians, about 125 cars on hand, part of these being hold-overs
The only question about lwer prices was apparently a matter or degree or extent,
most buyers favoring a flat 50-cent reduction for slaughter steers, while salesmen
felt that around 25 cents was more nearly justified, and trading was very slow to
be established, with the greater share of steers and yearlings still unsold About
noon, L Mited selling was at 25 to 50 cents lower levels.

ST. PAUL, Thursday, April 38, 1986.
Cattle receipts, South St. Paul . .. . . ..-------------------------------- 4, 600
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------- 23, 000
Actual cattle receipts (7 markets) week ago -------------------------- 21,935
Actual cattle receipts (7 markets) year ago --------- -------------- 18, 704

St. Paul.--Receipts Canadians approximated 60 loads, largely steers of medium
and lower grades. Trade was draggy on ,,he general run of slaughter steers
barely steady mostly, although strictly corn-fed native steers, yearlings, worked
out firm, partly due to scarcity.

Chicago.-Canada had cattle here, mainly through St. Paul. The small run
of Canadians here sold at $7.25 to $8,35, but other markets, notably St. Paul, saw
a liberal run of "Canucks," there being approximately 125 loads at that market
on Monday, at well as 1,300 head at Buffalo. Thus the crop of Canadian cattle
was an itemni in beef-tonnage figures, even If a moderate supply is being moved
direct to Corn Belt feed lots.

ST. PAUL, Monday, April 27, 1986.
Cattle receipts, South St. Paul ----------------------------------- 6, 200
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------- 47, 800
Actual cattle receipts (7 markets) week ago -------------------------- 64, 286
Actual cattle receipts (7 markets) year ago ----------------------- 41,390

St. Paul.-Canadians, about 110 loads, mostly steers, with some she stock
Slaughter steer and yearlings trade was slow, but most sales worked out about
steady. Undertone weak on the part of big killers, especially for the bulk of
medium-grade Canadian steers.

Chicago.-Most of the crop were medium to good steers, of value to sell at
$9.25 down late last week-this is what the cattle brought today on a steady
to strong, but very slow, market. CHIC~Ao, Thursday, April 390, 1986.

Not only natives but Canadians are running rather freely, most of the latter
cattle stopping at St. Paul and Buffalo. ' Sr. PAUL, Monday, May 4, 1986.

Cattle receipts, South St. Paul ------------- ----------------------- 5, 600
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas

City, Omaha, East St. Louis, St. Joseph, Sioux City) --------------- 50, 100
Actual cattle receipts (7 markets) week ago ---------------------- 45, 826
Actual cattle receipts (7 markets) year ago ------------------------- 43, 868

3t. Paul.-Canadans, about 90 cars. Most native cattle opened fully steady.
Several loads of Canadian steers and a few heifers from the north also moved
before noon on a mostly steady basis, but trading was inclined to be slow, with
occasional transactions and frequent bids weak to 15 cents or mote lower, par-
ticularly on weightier'and less attractive beef steers.

CHICAGO, Wednesday, May 6, 1980.
As partly explaining the recent beef pile-up, the trade is pointing to recent

liberal runs of Canadian cattle at Buffalo and St. Paul, A good many eanadiah
steers at Buffalo had to be carried over on last Monday's market when other
trode centers were congested. Ft cattle were also moving frely out of the
L easter, Pa., distrld, part pf thee being originally Caiana, aeoporclng to
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ST. PAUL, Thursday, May 7, 1856.

Cattle receipts, South St. Paul ------------------------------------ 4, 500
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas

City, Omaha, East St. Louis, St. Joseph, Sioux City) ---- --------- 23, 900
Actual cattle-receipts (7 markets) week ago ------------------------ 21,293
Actual cattle receipts (7 markets) year ago ------------------------- 14, 995

St. Paul.-Receipts, Canadians, 75 ears, mostly steers. A few better-finished
yearling steers and heifers sold early at near steady rates. Otherwise the market
was hardly established on the majority of slaughter steers and butcher the stock
before the noon hour. Scattered sales a feared around 25 cents lower, with bids
mostly that much or more off and the bult of the supply still in first hands around
12:30 p. in, and numerous loads of steers still without bids.

Chicago.-The fed and yearling trade more nearly approached a state of com-
plete collapse than at any time within recent weeks. While steers were more
affected than other classes there was a pronounced break all through the list.
Canadian steers ran freely at St. Paul and Buffalo, but only 5 or 6 loads showed up
locally to sell at $7.25 to $7.40. ST. PAUL; Monday, May 11, 1936.
Cattle receipts, South St. Paul ------------------------------------- 4, 300
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas City,

Omaha, East St. Louis, St. Joseph, Sioux City) ------------------- 35, 400
Actual cattle receipts (7 markets) week ago ------------.----------- 52, 615
Actual cattle receipts (7 markets) year ago -------------------------- 38, 981

St. PauL.-Canadans, about 60 cars, some of these being holdovers. Buyers
were practically without interest in fresh purchases except at material, and in
some sharp reductions, while salesmen had anticipated recovering part of last
week's sharp losses due to lighter receipts. Bids were frequently as much as
50 cents off on the rank and file of steers and yearlings and the majority still In
first hands when the afternoon began. ST. PAUL, Monday, May 25, 1936.

Cattle receipts South St. Paul.--------------------------------- 4, 700
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas

City, Omaha, East St. Louis St. Joseph, Sioux City) -------------- 43, 300
Actual cattle receipts (7 markes) week ago ------------------------- 34, 945
Actual cattle receipts (7 markets) year ago ----------------------- 45, 181
. 8t. Paul.-Canadians, about 60 loads, mostly steers of medium quality and

finish. Weightier steers, particularly lower quality and finish. Weightier steers
particularly lower quality offerings, were harder to move and many were still
unsold around the noon hour. Canadians included, resisting weak to lower bids,

ST. PAUL, Monday, June 1, 1956.
Cattle receipts South St. Paul -------------------------------- 6, 500
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas

City, Omaha, East St. Louis, St. Joseph, Sioux City) -------------- 47, 400
Actual cattle receipts (7 markets) week ago ---------- .------------ 43, 759
Actual cattle receipts (7 markets) year ago -------------------------- 43, 639

Si. Paul.-Canadians, 78 loads. With supplies running largely to slaughter
steers, that part of the trade was very draggy. Limited sales occurred around
25 cents lower, with finished yearlings or steers about 900 pounds down showing
les decline while long yearlings and weightier beeves received bids up to about
40 cents OF, and the majority of all offerings still unsold around 1 p. m.

ST. PAUL, Monday, June 15, 1936.
Cattle receipts, South St. Paul ----------------------------- 5, 800
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas

City, Omaha, East St. Louis, St. Joseph, Sioux City) -------------- 45, 700
Actual cattle receipts (7 markets) week ago ------------------------- 44, 393
Actual cattle receipts (7 markets) year ago ------------------- k. 36, 160

St. Paul.-Canadians, 75 ears, largely weightier steers. Weights around 1,000
pounds down developed about steady prices, while heavier kinds remained draggy
and weak. with bids frequently lower and many still In first hands when the
afternoon began.

Senator VANDENBERG. You are saying, as I understand it, that
the Canadian imports even for a single day would have an adverse
price effect alI down through the cattle country?

215171-40- 16
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Mr. Mo[irN, All through the central market system, There is
not anything that happens at any one of those markets that is not
known almost immediately at every other central market. The big
packers buy at each of those points, and anything of a bearish character
is immediately wired to all of their buyers. The receipts are known.
In St. Paul, as you will note here, the Government reports separately
the Canadian receipts, That information is available all around. If
you have one market tremendously oversupplied, even although all
the other markets may be undersupplied, the industry suffers. They
will buy them cheaper at that one market and use that as a bearish
influence everywhere else.

Senator VANDENB4E1W. Ace you saying that what might be a very
small import in comparison to the total production could have an
adverse price effect?

Mr. MOLm N. Absolutely. If the market at which that import was
received was already adequately supplied without that import. If
you have got a surplus, it don't make very much differencee just
how big that surplus is, it depresses the market, and I will go into
that situation a little later to explain just how that does work.

Senator VANDENBERG. I asked Secretary Wallace the other day if a
5 percent import, I mean if we are importing simply only 5 percent of
a commodity and producing 95 percent ourselves, whether that 5
percent import could break the price of the 95 percent, and he insisted
it could only have, as lie said, a 5 percent effect. You disagree with
that?

Mr. MOLLIN. I absolutely disagree with that, and I was in the
cattle business myself for 22 years. I have been on the Omaha and
Chicago markets many, many times, and we used to ship cattle
from eastern Nebraska to Chicago, and if you get in there when they
are expecting 30,000 cattle and they got 32,000 or 33,000, they just
simply take it off in big chunks.

Senator CLARK. The same thing would be true of an overship-
mont of domestic cattle on that particular day, wouldn't it?

Mr. MOLLIN. Certainly.
Senator CLARK. From your answer to Senator Vandenberg's

question, it would seem to follow that you are opposed to the im-
portation of any cattle into the United States.

Mr. MOLLIN. No; we have boon able to absorb these imports the
last few years-I will develop that-and still maintain relatively good
prices. All we ask is a reasonable tariff that will protect us when we
need it, but what has been happening under this tlade-agreements
program is that they are knocking our tariff off now at a time when
we are not beng seriously damaged and we are approaching a time
in the cattle industry when we are, going to have very sharply in-
ereased domestic supplies, and then we have not got a proper tariff,
and that is when we are going to need it.

Senator CLARK. Cattle and veal calves are the only agricultural
products in the United States that were at or above parity in all
of the past year, weren't they?

Mr. MOLLIN. They are about the only products. I think cigar
tobacco is; and barley.

Senator CLARK. I was speaking of all of the last year. You were
asked the same question in the House hearings, and I thought that
you had investigated it since that time.
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Mr. MoLtLN. You might add to that that cattle is perhaps the only

industry that has had, perhaps, less done for it than any of these other
things that are below parity.

The CHAIRMAN. How do you answer this statement that cattle is
the one agricultural product that has ninintained parity?

Mr. MOLLIN. Well, Senator, we have not had parity very long. It
is only last year, in 1939. I do not think the record will show that in
1938 there was a single month when the farm price of cattle was at
parity.

Tho.CUAIIMAN. You admit that it is ne
Mr. MoLi iN. It was throughout most of the year 1939, that is

true; but, Senator, we went on for years and years with our price far
below parity. Now we tire at the stage of our cycle when our market-
ing has been very light, and we must get a little of this money back
that we lost in these bad years, because if we do not, we cannot stay
in business. We don't want this tairiff taken away from us because
at present we are tit pTarity price; we want a chance to pay off some of
these debts that have been accumulated. We have ind one pretty
good year.

The CHAIRMAN. You do not approve, then, the second Canadian-
agreement estimate with reference to cattle?

Mr.,MoLLIN. We do not approve of reducing the tariff; no, sir.
The CHAIRMAN. Is that the main fault you have with that Canadian

agreement?
Mr. MOLLN. We do not attempt to examine the record on all of

the other things. We (on't know enough about the other things.
The CHAIRMAN. I mean with reference to cattle.
Mr. MOLLIN. They increased the quota in the second Canadian

agreement. I do not think there was any very good reason for that.
As a mmtpter of fact Canada did not fill the quota in 1938.

Senat4r CLARK. The price of cattle went up, didn't it, in spite of
the fact that we had the largest importations of cattle on record, still
the price of cattle went up?

Mr. MOLLIUN. Because our own slaughter was very light, and as long
as we have this very light slaughter, we can absorb these imports, but
the minute that we get back to anything like normal slaughtering-
and we are getting back there. Our cattle population increased by
about 2,000,000 head last year, and when we got back to the point
thatfthey quit holding back these cows and heifers as they have beei
now' for 4 or 5 years, and we begin to increase the cow and heifer
slaughter and that is just perhaps a year or so away, then we are
going to have a very sharp increased slaughter in this country, and
we cannot maintain anywhere near present prices, just a little above
parity, and absorb anything like the present imports.

The CHAIRIMAN. You have no desire to raise the former rates on
tile importation of cattle both large and small?

Mr.M OLLIN. We were satisfied with the rates contained in the
Smoot-Hawley tariff bill on cattle. We were not satisfied with the
rate on canned beef, because it was out of all proportion, both on
cattle anoi dressed beef.

'the CrAIJmAN. Do we produce any canned beef in this country"
Mr. MOLLIN. No, the tariff will not permit it.
Senator CLARK. As I understand your position on canned beef, it

is that the Smoot-Hawley rates are not high enough?



RECIPROCAL TRADE AGREEMENTS ACT

Mr. MoLLIN. That is right. There is no commercial canned beef
manufactured in this country today under that 6-cent rate.

The CHAIRMAN. You are an authority on this, Mr. Mollin?
Mr. MOLLIN. I don't claim to be an expert.
The CHAIRMAN. A lot of people think you are an expert on it.

You have evidently done a good job in making a lot of people believe
it. In 1932, here is the farmer's income on cattle, and it has in-
creased steadily since the trade agreements have been in effect, has
it not?

Mr. MOLLIN. I think so; yes.
The CHAIRMAN. You agree to that?
Mr. MOLLIN. Yes, sir.
The CHAIRMAN. Are these figures substantially correct? 1934,

$815,398,000; 1935, $1,061,830,000; 1936, $1,097,757,000; 1937,
$1,214,609,000; 1938, $1,114,344,000; 1939, $1,150,000 000, esti-
mated. Don't you think that is a pretty good income to the farmers
on that?

Mr. MOLLIN. Yes. We hove got up to parity price. That is all
right as far as that comparison goes.

The CHAIRMAN. You have gotten up to it since we inaugurated the
reciprocal trade agreements.

Mr. MOLLIN. Yes; but not because of the agreements.
The CHAIRMAN. And maintained it since?
Mr. MOLLIN. Yes; but we do not see any particular connection

between the trade-agreements program and the rise in cattle- pnees.
Of course, you are starting with 1933, which is the low price for
many, many years; in other words, they picked an awfully good time
to start.

Senator CLARK, That was under the Smoot-Hawley Tariff Xct,
wasn't it?

Mr. MOLLIN. Yes.
Senator JOHNSON. When was the first reciprocal trade agreement

entered into which did affect cattle?
Mr. MOLLIN. 1936.
Senator JOHNSON. Then why go back to 1933, 1934, and 1935

when there were no agreements affecting cattle?
Senator CLARK. Because we were undei the Smoot-Hawley bill

at that time, and to get the comparison between the Smoot-Hawley
bill and the reciprocal trade agreements. ..

Mr. MOLLIN. We do not claim that a tariff guarantees prosperity
for the industry, but we would like to have a tariff so that when the
turn comes in the cycle, wheti we need it, it will be there. We know
it does not guarantee prosperity.

The CHAIRMAN. Your statement to me is interesting because I
think that the livestock industry has the least cause for complaint
under this program of any other industry, because you are the one of
the agricultural prices to reach parity, and there has been none other.

Mr. MoL'LIN, Of course, we have not got a surplus, Senator. We
have the best market in the world, and we are not producing surplus,
and I believe if we were producing a surplus like the hog man and the
corn man and the wheat nan and the cotton man we would probably
be down with the rest of them but just because we do not have a
surplus, because we have finally after a long period of lean years
pulled ourselves out, .w don't believe that is any substantial reason
why the tariff should be taken away from us, because we know'this
condition is not a permanent one and that we are not going to be on
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the top of the heap all the time. We just got there a year ago and
we would like to stay there a little while.

The CHAIRMAN. This flow of imports into this country seasonally,
that is one thing your organization complained about to this inter-
departmental committee, is it not?

Mr. MOLLIN. Yes, sir.
The CHAIRMAN. And they complied with your request and changed

it until not more than 60,000 head, I believe, could be brought in per
quarter, is that right?

Mr. MOLLIN. That is right. But that is being evaded under the
warehousing-in-bond provision. I. also will touch on that a little
later. They bring them in and don't pay the duty until the next
quarter.

The CHAIRMAN. Was it not true that this last year there were more
than 400,000 cattle came in between the 200-pound and the 700-pound,
paying the regular Smoot-Hawley tariff rate, which was quite high?

Mr. MOLLIN. We think that that is pretty good evidence that that
tariff is not too high.

Senator CLARK. Mr. MoIlin, you are speaking of this warehousing
in bond. That is an administrative provision of the Smoot-Haley
Act itself that you complain of, isn't it?

Mr. MOLLIN. We are not complaining of the provision, but we do
not think it was ever intended to apply to cattle.

Senator CLARK. You complain of the construction put upon the
Smoot-Hawley bill by the proper administrative officials?

Mr. MOLLIN. That is right.
Senator CLARK. It has nothing to do with the trade agreements?
Mr. Mo JLN. Except that they do get around its 60,000 head

quarterly quota through that medium.
The CHAIRMAN. What would be the ad valorem rate on the larger

cattle?
Mr. MOLLIN. You mean at 1 cents a pound?
The CHAIRMAN. Well, say the 2 cents a pound.
Mr. MOLLIN. The larger cattle are only 1)4. If they weigh 800

pounds-that would be $12 a head oil an 800-pound steer, and if
that steer were worth 7% cents a pound, that would be $60. That
would be 20 percent.

The CHAIRMAN. I had understood that the ad valorem rate now
was much higher than 20 percent.

Mr. MOLLIN. I do not think it would figure that. I think on this
type of cattle---

The CHAIRMAN (interposing). May I ask one of the experts of the
Commission if they have any figures on that?

Mr. MOLLIN. Of course, there may be a few very good cattle come
in from Canada which would figure higher than that, but on the
average, I would not think it would figure very much higher than that.

The CHAIRMAN. Well, I won't hold you up to get those figures.
Go ahead.

Mr. MOLIAN. I have totalled the receipts of cattle at the St. Paul
market starting on March 28, 1936, and continuing through June 15
showing 233,342 head of cattle received, of which 42,575 or 18.27 per-
cent were Canadians. There is the way the thing hurts the market.
At' that time we had 18 percent Canadian and not the 5 percent that
Senator Vandenberg referred to awhile ago.

Assuming that these cattle would average in the neighborhood of
800 pounds and that the market decline, due to Canadian receipts,
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WA4 only 25 cents per 100, that would indicate a loss to the shippers of
that market of right close to half a million dollars during that few
weeks. As a matter of fact, the constant pyramiding of osses indi-
cated in the study to which I have just referred would indicate tha t
the actual loss would far exceed this amount. When you consider the
effect that this situation at St. Paul and a similar situation at Buffalo
and the Pacific Northwest had upon other markets of the country, it is
no exaggeration to say that the loss occasioned in the spring of 1936
ran into many millions of dollars.

The above is offered in answer to those who say that the reciprocol-
trade program to date has not hurt the cattle industry. There is not
any doubt that it cost domestic cattle feeders these large sums of
money. As evidence that such losses are promptly reflected back
to the range cattle producers of our territory, I should like to call your
attention to the fact that Good to Choice feeder steers, according to
official Government reports, were selling in Chicago October 2, 1935,
at a range of $7 to $8.75, while a year later-on October 1, 1936-the
same class was reported as selling in a range of $5.75 to $7.75. Com-
mon to Medium cattle, according to the same report, were quoted
October 2, 1935, at a range of $5.25 to $7.25, and on October 1, 1936,
at a range of $4.50 to $6.

During the same period at Buffalo there were many weeks when the
number of Canadians offered on the market exceeded the number of
dome, tic cattle. For instance, the week of March 28, there wore
1,948 cattle on that market, of which 1,756 were Canadians.

From the Pacific Northwest numerous complaints reached our office
in that same period indicating drastic market declines suffered because
of Canadian importations. In that territory, at times, the packers
buy a good many cattle direct, and complaint was made that they
would send up into Canada to purchase cattle, advertising their
arrival for the purpose of attempting to break the market on the
domestic supply.

By way of further confirmation of the damage done in the spring
of 1936, I have a booklet entitled "Agricultural Outlook Charts,"
published by the United States Department of Agriculture in October
1937, showing that the price of beef steers, Choice and Prime, at
Chicago declined sharply beginning about February 1, 1936, whereas,
the normal trend in the spring of the year, in both 1935 and 1937,
was upward. On Medium beef steers the decline in 1936 was not so
sharp, but the normal upward trend was reversed. The chart on
Good and Choice cows shows a sharp upward trend in 1935 and 1937,
and a barely steady market in 1936 during the same period. Me-
dium steers of the Canadian type compete with cows of this class,
but any surplus in any class, through the medium of substitution,
affects the price of all.
The total cattle slaughter in 1936 was 16,003,000 head compared

with 14,776,000 the previous year. The market registered the
difference.

I have discussed in detail the situation in the spring of 1936. It is
true that since that time cattle prices have been fairly satisfactory.
In 1937 our own supply of fed cattle was very light, due to the 1936
drought. In 1938 Canada did not fill the quota because England
was preparing for war, and our own slaughter continued to decline.
In 1939, with a still further decrease in domestic slaughter, we were
able to absorb increased importations without serious price break.
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The situation that confronts us today is a most uncertain one.
Perhaps the war situation will temporarily prevent the dumping into
this market of larger foreign supplies, but any advantage thus gained
would be thrice offset by the uncertainty of conditions which would
prevail following a sudden termination of war. As Senator Thomas
of Idaho stated, with reference to the reciprocal trade agreement
program, upon his recent arrival in Washington:

It Is not so much what it has already done as what it is proposed it shall do if
extended, particularly in Latin America, which is a source of deep concern to me.

It is likewise a source of deep concern to every cattle producer in
this country.

In thus surveying the situation from 1936 to date it is indicated
that unusual conditions have obtained ever since the making of the
first Canadian agreement. During that period our market has been
sufficiently attractive that tariff reductions were not necessary to
attract imports. But that does not prove the worth of the trade-
agreements program, nor alter the fact that we shall need the pro-
tection of the rates prescribed in 1930 all the more as conditions return
to normal and our domestic slaughter increases. Tariff cuts, made
under conditions such as have obtained during the last 2 or 3 years,
will then, and only then, register their full damage to the industry.

One thing which cannot be overemphasized is the fact that it is
not the total supply on the market which determines the price, it is
the supply in relation to the demand; and any surplus, however small,
above the normal demand means that prices will be lower, the extent
of the decline depending largely on the extent of the surplus. This
price decline applies to everything in the market, not just to the
surplus. Oftentimes, due to such situations, we find market declines
out of all proportion to the actual numbers or the amount of surplus
involved. I cite this fact because we are repeatedly told that the
importations of cattle and cattle products are small in relation to our
total supply in this country, the inference being that consequently
they can cause little if any damage.

n the February 10, 1940, issue of Foreign Crops and Markets, on
page 161, is shown a table of "Imports of cattle and beef and domestic
slaughter of cattle and calves. All on dressed-weight basis." This
table shows that the imports of cattle for the year 1939 were the
equivalent of 220,818,000 pounds of dressed beef-:-90,000,000 pounds
more than for the year 1938; that the imports of canned beef were the
equivalent of 214,670,000 pounds of dressed beef; in other words,
that we imported in the can almost as much beef as the 753,570 cattle
which came in on the hoof and that the total imports of beef on a
dressed-weight basis of 440,092,000 pounds were equivalent to 8.2
percent of the federally inspected slaughter for the year 1939. In
1932 these imports on this basis were only 1.9 percent of the federally
inspected slaughter and in 1934, 2.3 percent.

We do not claim that these imports are all due to the rocil)rocal-trade
program. Part of them are and part of them are not. T he effect on
the market is the same. Suffice it to say that the competition in the
domestic market is already heavy. A substantial portion of this
amount has come from Mexico, which country benefits from the trade
agreements made with Canada, but gives nothing in return,

While I am referring to Mexico I should like to call your attention
to the fact that for the year 1939 our imports from Mexico of cattle
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weighing between 200 and 700 pounds were 390,074 head compared
with 233,752 a year ago.

Senator CLARK. They were not affected by the trade agreements
then, were they?

Mr. MOLLM. No.
Senator CLARK. That was because of the better food conditions

in the United States, wasn't it, so that it was profitable for the
American farmers to import some of this cattle and feed them up
here?.

Mr. MOLLTN. A better market in the United States.
Senator CLARK. There are very few cattle between 200 and 700

pounds that you can put on the market except for feeding purposes,
are there? ;

Mr. MOLLIN. I am speaking of the general market.
Senator CLARK, As a matter of fact, the American farmers, owing

to the favorable feed conditions, can import a great many of these
200- to 700-pound cattle, and they pay the full duty provided for in
the Smoot-Hawley Act?

Mr. MOLLIw. That is right. The tariff has not been reduced on
this classification, and it seems to me no better evidence is needed
that the tariff rates established on cattle in 1930 were entirely reason-
able and were not in any sense barriers to trade.

The quarterly quota provision of the second Canadian agreement
has failed to protect the American producer in the manner intended,
due to what I believe is a flagrant misinterpretation of section 557 of
the tariff act. Under this proviso for warehousing in bond, when the
quota is filled, imports do not cease, but come in under bond, awaiting
the next quarter's quota. Theoretically, they are under Government
lock and key; actually they are not, and in effect in the filling of pas-
tures, and so forth, are in direct and immediate competition with
domestic cattle.

It has been claimed that only under the reciprocal-trade program
can really scientific tariff making be followed. We do not see any-
thing very scientific about the manner in which the cattle tariff has
been reduced. The rates prescribed in 1930 were 2% cents per pound
on stocker and feeder cattle weighing less than 700 pounds and 3 cents
per pound on cattle weighing more than 700 pounds.

A great many of the cattle which 'entered under this latter bracket
were of beef type, ready to go right to slaughter. Under the two
Canadian trade agreements, the rate on the heavy cattle-finished
product-has been reduced to 1% cents per pound, the maximum
reduction possible, while the rate on the light cattle, unfinished, the
raw material, remains at 2% cents per pound.

Another instance which might be cited would be relative to canned
beef. The tariff on canned beef in 1930 was set at 6 cents per pound,
the same as the tariff on dressed beef. The latter was in balance with
the tariff on live cattle, but the canned-beef rate was too low and en-
tirely out of line with the tariff on dressed beef, because only approxi-
mately 40 pounds of canned beef is derived from 100 pounds of dressed
carcass weight. Despite the fact that this tariff is already relatively,
too low, it was proposed to reduce same in both the Argentine and
Uruguay agreements, and press dispatches at the time negotiations
were abandoned stated that Secretary Hull had indicated a willing-
ness to reduce the tariff on canned beef to be protected by a quota, to
which the Argentine representatives objected,
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I have here the official release put out by the Department of State
relative to the abandonment of the negotiations with Argentine, and
it says, in effect, that the Argentine Government, on the one hand,
has not been able to admit that concessions to be obtained from the
United States for their typical, regular, export products to that
country, such as linseed and canned beef, among others, should be
restricted through the acceptance of a system of custom quotas. I
think that is an admission our officials were willing to lower the tariff
on canned beef.

Inasmuch as the present rate of 6 cents is only equivalent to 2.4
cents per pound on the dressed weight, any reduction of same would
be to put it further out of balance and certainly could not be justified
in any fashion whatsoever. ,

I could carry that comparison on into live cattle. The tariff of
6 cents on canned beef would be equivalent to 1.2 cents per pound on
live cattle, and when Food cattle are selling in Argentina for around
3 to 4 cents a pound it is evident that were it not for the embargo
against foot-and-mouth disease, a tariff of 1.2 cents a pound on live
cattle would not give us any protection whatsoever.

The same is true relative to hides. In 1930 we barely got hides off
the free list, a nominal duty of 10 percent being written into the act,
whiah, under ordinary conditions is equivalent to about 1 cent per
pound on green hides. Yet it was proposed in both the Argentine and
Uruguayan agreements to reduce the tariff on that product. The
existing tariff on canned beef and on hides by no stretch of the imagina-
tion can be called a barrier to trade. Our imports of canned beef
have been running between 80,000,000 and 90,000,000 pounds an-
nually in recent years. For the year 1039 there were practically
86,000,000 pounds. Our imports of hides have likewise been sub-
stantial, from 1,300,000 to 3,000,000 hides being imported annually
in recent years. Calf and kip skins imported have averaged around
3,000,000 pieces annually during this same period.

I would like again to call attention to the fact that in the case
particularly of the ta;'ff on canned beef there was no reason from the
consumer's standpoint that would justify a reduction in the tariff.
This canned beef from South America can pay ocean rates which are
no more than it costs to move the product halfway across this country',
jump a 0-cent tariff wall, and still sell at a low price in the American
market.

I have here two 12-ounce cans of South American beef, purchased
recently in Washington--one from Brazil, one from Argentina-the
former cost 17 cents and the latter 19 cents. It is a cheap product on
the market today.

On January 1, 1939, the census of total cattle on farms and ranches
showed an increase of 738,000 head. On January 1, 1940, the new
census, just out, shows a further increase of 1,980,000 head, of which
approximately 1,500,000 is in beef cattle. Most of this increase has
taken place in the territory east of the Missouri River where farmers,
under the A. A. A. program, have had substantially to reduce the
acreage devoted to major agricultural crops. This is particularly
true in the Corn Belt, where it is expected that the acreage planted
to corn this spring will again materially be reduced. The need for
such reduction is Shown by the fact that a few weeks ago the Depart-
mnent issued a statement showing that the current corn supply avail-
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able to feed was something like 3,000,000,000 bushels--the largest in
20 years. In the South there is a well-developed program under way,
with the aid of the various Government agencies, to increase livestock
production, in order to get away from the one-crop program followed
for years and thus to diversify as much as is possible and practicable.
It should appeal to any one that it would be far better to protect the
American market and to permit development of this program, pro-
ducing our own meat supply, to the fullest practicable extent, and thus
help to bring agriculture generally out of its difficulties, rather than
to take further steps to decrease tariffs and increase foreign impor-
tations.

Under the heading "strong supply of meat in store for United
States," a Chicago dispatch dated January 24 states that the increased
supply of meat in store for American consumers during 1940 may reach
record proportions. It further stated:

Leaders in the meat Industry predict the country will consume 10 percent more
meat this year than in 1939. The biggest increase was expected to bo in pork,
which dropped to a 6-year l)w price level yesterday on the Chicago wholesale
market-l cents a pound for best light loins.

It is indicated that storage meat holdings on January 1 were larger
on all classes than a year ago. The total meat pply for the month
of January 1940 was the largest of any January on record. Cattle on
feed at the beginning of 1940 were estimated to be among the largest
in 20 years, the number of sheep and lambs on feed in the principal
States was 3 percent greater than a year ago, while the pig crop of 1939
was the largest ever produced and the advance report of the number
of sows to farrow in the spring of 1940 indicated about the same
number as last spring.

Since the reciprocal trade program has been in effect, something
like $3,500,000,000 has been spent by the A. A. A. in , thus far fruitless
effort to maintain parity prices on agricultural Yoducts. Other
hundreds of millions of dollars have boon loaned through the Com-
modity Credit Corporation for the same purpose, and under this loan
program, corn is being sealed up at 57 cents a bushel and withheld
from feeders in the neighborhood who might buy it and turn it into
meat, while advocates of the reciprocal trade programs are urging
bigger and better tariff reductions which would increase the importa-
tions of cattle, canned beef , and othbr products.

I have a letter from a farmer and rancher living at Council Bluffs,
Iowa, who states that at Bleacoc, iowa, on the Little Sioux River,
there are a million bushels of corn so.tiled at 57 cents and tht feeders
in the neighborhood cannot buy corn. I an not complaining over
the Governmont corn loan, although no one can anticipate for certain,
just what the ultimate effect will be on the livestock industry, but at
le.,st it is now certain that with too much corn, too many cattle, and
too many hogs, it is contrary to every rule of reason to attempt to
cure the situation, as is proposed, by increasing tile supply through the
lowering of tariffs.

In this connection 'I would like to call your attention to the fact
that on January 19, 1934, Secretary Wallace appeared before the
House Committee on Agriculture and wits asked if the statement that
we had 10,000,000 head of cattle surplus was approximately a correct,
statement. The Secretary replied:

I could not give you a definite answer, but I would guess that it would be
close to that amount.
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On January 1, 1934, the Department estimated cattle numbers to
be 74,262,000 head, indicating that certainly not to exceed 65,000,000
head would be a normal number.

As the program is working today, any achievement in the way
of reduced production of corn and livestock on the part of the A. A. A.,
ihlstead of being allowed to operate to raise prices, is proposed to be
offset by increased importations. In other words, we are paying our
farmers to reduce production, in order to provide a market for foreign
farmers.

If the reciprocal trade program had succeeded in disposing of the
major agricultural surpluses of this country, it would be easier to
attempt to justify it; but it has failed to do that. I do not think it
is even claimed that it has accomplished anything for cotton. In
wheat, some trades have been made, but, in order to bring them
about, in recent months at least, sales have been possible only with
the help of Government subsidies. In pork, our third major surplus
and the one which is of most concern to us, because pork is directly
competitive with beef, little has been accomplished. There were
slight concessions in the trade agreement with Great Britain,twhich
have now largely been nullified by war conditions and by price fixing
on the part of England incident thereto.

I was in Chicago recently and was told by an official of the Institute
of America Meat Packers that England had refused to permit con-
tracts which Chicago packers had made with importers in that
country to be filled.

Now, I do not blame those foreign countries for not buying our
agricultural surpluses, if they do not need them; but, inasmuch as
that seems to be the case to a marked degree on these major farm
products, it seems to me that fact should be recognized and other
industries which are not in distress at the moment should not be asked
to make a sacrifice that is in vain, in order to try to work out the
surplus situation.

I wouldlike to call your attention to the fact that, whereasin 1932
agricultural exports were 41.8 percent of our total exports, they
declined to 32.1 percent in 1034, to 26.3 percent in 1936, to 23.7
percent in 1938, and, for the first 4 months of the current fiscal year,
to 22.7 percent. For the full calendar year 1939 the exports of agri-
cultural products were only 20.9 percent of our total exports.

We have heard so much about reciprocal trade in the past few years
it,-. sometimes overlooked that the American market consumes close
to 95 percent of everything that is produced in this country, both
agriculturally and industrially. While I have not been able to find
in any Government department recent figures on this subject, the
latest I could find indicate that in 1936 approximately 6 percent of
our agricultural production wont into export, and in 1935 approxi-
nately 5 percent of our manufactured goods. There may be a recent
slight advance in that latter figure. They only get those figures out
every 2 years, and then they are about 2 years old; but I do not think
it would show a very important change.

It has been claimed that our livestock industry .and agriculture
geuerally vill benefit as exports are increased, by putting men back to
work in the factories in this country. 1 (to not'think it can be shown
with any degree of certainty that this has been the case. Automo-
biles have been talked about a great (teal in this connection. For
the year 1938, according to the Department of Commerce, there
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were 29,441,960 automobiles registered in this country. According to
the same source, there were 273,600 in the whole of Argentina, less
than many of our big cities alone show.

SenatorOCLARK. But the consuming power has increased consid.
erably, hasn't it?

Mr. MOLLJN. The consuming power?
Senator CLARK. That is reflected in the income of the cattle indus-

try-as a whole, isn't it?
Mr. MOLLIN. Well, yes; we have had an increase in our income.
Senator CLARK: That reflects increased purchasing power, doesn't

it?
Mr. MOLLIN. Yes; that is why I say the American market is the

best market, but we have not seen any indication that it has increased
the consumption of beef. As a m.ttter of fact, per capita beef con-
sumption has decreased each year since 1936.

Senator CLARK. When I speak about income to the cattle industry,
I mean beef and calves, and so forth. That has increased materially,
hasn't it?

Mr. MOLLIN. The income has increased; yes.
Senator CLARK. That reflects increased purchasing power, doesn't

it?
Mr. MOLLIN. Well, as I explained, it is because we have had a

steady decline in the slaughter since 1936.
Senator CLARK. People are purchasing and paying more for beef

in the United States than they were iii iormer years, aren't they?
Mr. MOLLIN. Yes; but they are buying less than they were in 1936.
Senator CLARK. They may be paying higher prices.
Mr. MOLLIN. They are.
Senator CLARK. For instance, in 1934-see if these figures check

with your figures--in 1934 the price of beef was $4.13 per hundred-
weight; in 1935 it was $6.06 per hundredweight; in 1936 it was $5.82
per hundredweight; in 1937 it went up to $7.01 per hundredweight;
in 1938 it was $6.56 per hundredweight; and in 1939 it was $6.87
per hundredweight. That shows a progressive and very steady
increase in the amount expended by the people of the United States,
for beef, taken in connec ion with the figures on farm income from
cattle-

Mr. MOLLw (interposing). But they have been buying less.,
Senator CLARK. Some figures which I asked the Department to

prepare for mc show that, during the 3-year period under the Hawley-
Smoot bill, from 1931 to 1933, inclusive, the income of the farmers
of the United States from cattle and calves amounted to $2,058,052,-
000, while during the 3 years from 1936 to 1938, inclusive, under
the trade agreements, the income of the cattle industry increased
to $3,459,294,000, an increase in one 3-year period under the trade
agreements over the 3-year period under the Hawley-Smoot bill alone
of $1,401,242,000. That, taken in connection with the increase in
the price of beef during those years, certainly indicates that the
purchasing power for beef by the people Qf the United States as a
whole has increased.

Mr. MOLLN. Of course, prices had to increase from the lowest
point of the depression or everybody would have been nined.

Senator CLARK. As a matter of fact, everybody was ruined when
the present administration came into power, wasn't it?



RECIPROCAL TRADE AGREEMENTS ACT

This is simply one of the measures that was adopted to improve that
condition.

Mr. MOLLIN. It is* difficult to convince the cattleman that he is
going to be permanently helped by reducing the protection affordedim and by increasing importations of foreign products.
Senator CLARK. You do not contend, Mr. Mollin that you have

been hurt yet; you simply contend that you will be hurt.
Mr. MOLLIN. I contend that we were hurt materially in 1936.
Senator CLARK. The very next year the price went up above $7.
Mr. MOLLIN. The slaughter was very much smaller.
Senator HERRING. Why was it hurt in 1930 and why was the price

lower? You know.
Mr, MOLLIN. Yes,
Senator HERRING. There was a drought.
Mr, MO,LIN. Yes; but we did not have a drought in 1937. We

had less slaughter in 1937 than in 1936, and less in 1938 than 1937.
Senator HERRING. But you had not recovered from the drought,

had you? You cannot grow a crop of cattle in 1 year.
Mr. MOLLIN. No; we have got the cattle in the country. There is

2,000,000 increase this year. There is plenty of cattle here.
Senator HERRING. I am talking about 1936 when you have been

making these comparisons.
Mr MOLLIN. That is right. But while you can say that the decline

in 1937 was due to the drought in 1936, you cannot say that it is
responsible for the decline in 1938,

Senator HERRING. There were trainloads in every market.
Mr. MOLLIN. In 1936?
Senator HERRING. Yes.
Mr. MOLLIN. That's all right. That has something to do with the

decline in 1937, but it did not have anything to do with the decline
in 1938 and 1939.

Senator HERRING. I think it did have.
Mr, MOLLIN. I don't think very much. And you have had

tremendous corn crops. You have had three big corn crops in a row.
Senator HERRING. That is in line with that one letter from one

correspondent saying that he cannot buy corn when the market
reports show that corn is moving all over the State and millions of
bushels of it are being sold.

Mr. MOLIN. The point I wish to make in regard to this is simply
that you are piling up this corn at the 57-cent line,; and the people
are feeding something else. They are using all kinds of substitute
feeds. In other words, I think it can be c early established that it
takes less corn to finish a crop of beef today than it did 10 years ago,
because the people have learned to use substitutes,

Senator HERRING. Do ou think that is a disadvantage?
Mr. MOLLIN. I don't now what you are going to do with, this

corn that you are piling up at 57 cents a bushel.,
Senator HERRING. There is not much in Colorado to worry about.
Mr. MoLIN, There is not, but we are thinking of the country as a

whole and not just Colorado. - , .... . I
While taking the totals for 29 of the major, countries of the word

which I have listed here, there is shown a total of 12,269 037-much
less than one-half the number in this country. We may self a few more
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automobiles abroad, but, if in order to do so we have to sacrifice the
interests of American producers, we shall lose far more sales at home.

In a dispatch dated February 1, Col. F. C. Harrington, Works
Progress Commissioner, stated-
that industrial actIvity must increase to uniprecedonted levels before the public
relief burden cac be reduced materially--
while a Now York dispatch of the same (date states that 2,000 people
waited in line to put in applications for 220 jobs as census-takers in
,Jamaica, although the jobs in question were not to be let for two
whole weeks. That there has been little marked change in the unem-
ployment situation has been shown from time to time as figures on
unemployment were released.

I want to call your attention to the fact that the livestock industry
in particular, and agriculture in general, can not readily shut down
their plimnts when the going gets tough. Many of our producersl i ive
only-the barest economic unit. Assume, for example that a man who
has no other business than the cattle business must iave 300 cows if
he is to operate, pay his expenses, taxes, and make a reasonable living
for himself and family. If he is caught in a position where it is ap-
parent that there is overproduction in this country and that total
numbers should be reduced 10 or 15 percent, such t reduction in the
size of his small herd would make it impossible for him to operate
economically and efficiently. This is why agriculture is always in
.distress more than industry when depressed conditions come about,
md that is just when we need adequate tariff protection.

I have before me a chart showing agricultural production, f'omn, the
year 1930 to 1935 ad the reduction in Ilrohiition was very slight,
while the reduction in agricultural income was tremendous. On the
other hand, industrial )roduction was inunediately sharply curtailed
and the drop in industrial income was much less than in agricultural
itnceme and held very close to the same trend shown in the drol) in
industrial production, I think that is one of the basic troubles with
agriculture, that you just Cannot qu, it producing when maybe there
is too much oil hand; the farmer and the livestock mail has got to
go right ahead. He cannotstop his plant.

For the reasons given above, we strongly urge Senate ratification of
any trade agreements made or of any extension of existing trade
agreements, if the act is not allowed to expire on June 12, 1940, as
we would much prefer. We do not think that adequate consideration
has been given to the interests of the livestock growers of this country
in the making of existing trade agreements. Under normal conditions
we can produce all that our population can consume, but it is difficult
to plan operations when one cannot know even 6 months in advance
what the possible competition in tbe market is going to be. Beef is
directly competitive with pork and, -to a lesser degree, with lamb,
poultry, end (lairy products.

We believe the American market should be preserved for the
American producer, to the full extent of his ability to supply it on a
price basis that will maintain the American standard of living for
producers and consumers alike. The tariff rates established for our
products in 1930 gave us the greatest relative degree of protection
that we have ever enjoyed as compared with industrial products
and yet it cannot be fairly said that any of the rates to which I referred
wore unduly high or that they were barriers to trade in any true sense.
Under the present situation Canadian and Mexican cattle can profit-
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ably enter our markets on a price basis just 1% cents per pound tinder
that existing prior to 1936. To us that is the meat in the coconut.

We do not agree that a requirement for Senate ratification is equiv-
alent to nullification of the act. We do believe that it will place a
necessary check on the framers of the reciprocal trade agreements, now
largely believers either in free trade or a very low tariff level, the need
for which has been clearly demonstrated. Unless such a check is
imposed, the country will not long allow the tariff policy of the Nation
to be set in a department where the interests of foreign policy are
placed above those of domestic economy.

Senator CLARK. Mr. Chairman, Mr. Mollin referred to a letter
and read an extract of a letter from a farmer. I would like to read
into the record a letter from a farmer in Iowa and ask him what
he thinks about that. This man is a well-kuown livestock producer
in Iowa. He may not be known to Mr. Mollin's association as Mr. Fer-
guson is not, but he wrote a letter. His name is B. J. Bergeson, and
I understand he is a very well known man. His son is a lifelong
Republican and a very prominent one. His son is the deputy secretary
of state in b)wa at the present time. He writes a letter to the Sioux
City Journal, under date of February 21, 1940, in which he says to
the editor:

In the Journal of the 17th I note a dispatch quoting excerpt, from an opOn forum
address made by A. F. Swanson at Spencer where lie criticized Secretary thull and
the administration's reciprocal trade agreements. Mr. Swanson spoke of millions
of pounds of meats and hides coming in from Canada, Argentina, and Mexico and
cited an all-time high importation of 762,000 head of live cattle. Then lie called
attention'to the importation of millions of pounds of wool, btit said nothing about
corn or cotton.

flits Mr. Swanson heard any complaint froir any intelligent, industrious farmer
or producer about last year's prevailing prices, namely, from 8% to I I j cents for
good to choice beeves, being ruinous to 1939 feeding operations? Furthermore,
how about the price of native or range States wool crop, at shiipl)iig points of
delivery in Bcston?

're farmers of Iowa and other States made no complaint in 1938 and 1939 about
the importation of Polish pork or Chinese eggs, (lid they?

For 1936 cattle prices declined during the first 6 months of the year more than
$2.60 per 100 pounds, and we heard Mr. Landon say that this sharp decline was
due to lower tariffs of the administration's trade agreements stimulating increased
importations of cattle from Canada. Te Canadian quota was filled early in
August, but prices of live cattle Mit all of our primary markets continued to dcline
for the remainhlg nioriths Of the year, when cattle cold be brought ill front
Canada.

During the years 1934 and 1935, if remnory serves the writer aright, under tire
highest tariff oil record, the most ruinoos to farmers and livestock growers, the
Smnoot-Hawhv tariff, imposing a $3 dutv against cattle imports from Canada, we
sold prime 1,k0- to 1,400-pound steers'on the Sioux City niarket at $3.50 to $4
per 100, and we saw that same year prime 1,500- to l,800-plound blocks sold
during the week of the International Livestock Shrow ili Chicago at $3.35 to
$3.85 per 100.

Now these critics of Secretary HIull, the administration, and the reciprocal
trade agreenrents will find that those agreements have not damaged the farmers
and livestock producers a dollar or even a dinie during the last 3 years.

By the way, there are thousands of clear-thinking Progressive Republicans'
who* will join "the Demnocrats in support of the administration and the less fault-
finding arid criticism on the part of aspiring candidates for Congress, the closer
they will come to being elected ir November.

Is he a member of your association?
Mr. MOLLIN. No, sir; I know him very well, though. He is a

believer in low tariffs. I think lie has a brother living tip in Canada,
and I have had many an argument with him at livestock convention,
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He is a commission man, not a producer. He attends conventions
up in Montana, Wyoming, and Nebraska. I see him very frequently.

Senator CLARK, You do not agree with his position?
Mr. MOLLIN. No; I do not.
Senator CLARK. Your position, Mr. Mollin, is that there ought to

be a tariff to exclude any cattle importations into the United States
until 100'percent of the cattle in the United States have been con-
sumed, and a whole lot of other commodities?

Mr. MOLLIN. No, sir; as a practical proposition it does not work
that way. We have had some imports of cattle under the Smoot-
Hawley tariff bill.

Senator CLARK. I call your attention to your testimony before the
House Ways and Means Committee, on page 1145, which I submit
bears out the statement that I just made:

Mr. MCCORMACK. Bit if you think the American market should be closed to
the extent that American agriculture Is capable of supplying it, then the Ameri-
can cattle interests are capable of supplying It 100 percent, aren't they?

Mr. MOLIAN. Unless we had a succession of droughts such as we had in 1034
and 1936.

Mr. MCCosMACK. My question is based upon general conditions. So generally
speaking In the absence of an emergency like the drought If we carried your
statement to its logical conclusion, that would mean that you stand for no im-
ports coming Into the United Stateq as long as the American cattle interests
could supply the demand 100 percent?

Mr. Mo LLIN. Of cattle products?
Mr. McCoRAcx. Of cattle products; yes.
Mr. MOLLIN. Well, practically speaking that is the way it would work; yes.

If we had a domestic supply thatwas all we needed I don't see what we are going
to gain by importing on top of that full supply, and that would apply to any
other product.

Mr. McCoRMAcK, Therefore, you believe that as long as the American cattle
interests are capable of supplying 100 percent the demand of the domestic market
that the tariff should be high enough to prevent imports.

Mr. MOLeIN. If they are capable of and did supply it.
Mr. McCoaMACK. But they are-the cattle interests are capable of doing It,

aren't they?
Mr. MOLAN. Yes; they are capable of it if we had a tariff level that worked.
That simply means that you are in favor, if I have read that state-

ment aright, simply means that you are in favor of having 100 percent
prohibitive tariff lip to the extent of at least 100 percent consumption
of American products in this country?

Mr. MOLLIN. Well, as a practical proposition, of course, we are
not asking for an embargo on imports. We are asking for a reasonable
tariff, and it is our position that the rates established in 1930 were
reasonable and we know that there would be some cattle come in
on that basis.

Senator CLARK. But you state here that your theory is that there
ought not to be any-that they ought to have a tariff sufficiently high
not to permit the introduction of any imports until 100 percent of the
American production has been taken.

Mr. MOLLIN. As a theory, I think that is a vound principle, that
the American producer is entitled to the American market to the
extent of his ability to supply it, but as a practical proposition in
working it out, I tlink the way to do it is to put on a reasonable
tariff and the tariff will meet the situation.

Senator CLARK. You agree that the cattle industry is a part of the
United States, and that what influences the United States as a whole
necessarily influences more or less the cattle industry?

Mr. MOLIN. Surely.
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Senator CLARK. Therefore taking another illustration used by Sec-
retary Hull-I don't have the figure right before me but I have it
substantially in round figures. He used another example, not taking
the cattle industry, but which would be affecting the general situation.

He called attention to the fact that he had had protests from some
farm organizations against the importation of a little corn from the
Argentine. All the corn that is imported from the Argentine is a
little, small-grown hard corn, most of which goes into the manufacture
of grain alcohol, but comes right uV the Mississippi River, and a great
many farmers see it and object to it, and that was called to Secretary
Hull's attention and he replied that of coupe it was entirely possible
to make the tariff high enough to exclude the 12,000,000 bushels, in
round figures, of corn that had come in over a period of several years---
I have forgotten exactly how many-from the Argentine but at the
same time it might be necessary to shut into the United States our
exports of corn and corn products to the extent, including corn and
meat products, to the extent of the equivalent of over 2 billion
bushels. Don't you agree that it is necessary for us to have some
foreign trade in this country in order to prevent the sort of trade
stagnation that we had in 1933 and 1934?

Mr. MOLLIN. Yes; I do.
Senator CLARK. Don't you think the cattle industry ought to be

willing to make a contribution just like everybody else does to that
end?

Mr. MOLLIN. Yes; but I don't think thut the statistics show that
agriculture is getting a fair break under this. There has been a de-
crease in agricultural exports in percentage, a sharp decrease in the
percentage such exports ore of our total exports.

Senator CLARK. But there has been a very material increase in the
general amount of our agricultural exports, has there not?

Mr. MOLLIN. Not so vary material. •

Senator CLARK. It is $100,000,000. Don't you agree further, Mr.
Mollin, that any increase in the export of industrial materials, manu-
factured goods or anything else, which tends to build up the purchasing
power of the American public as a whole and helps the American
domestic market to this extent helps agriculture?

Mr. MOLLIN. Yes; but I think that is putting the cart before the
horse. I believe if you restored the American agriculture, that you
would get ahead faster than the o other way.

Senator CLARK. You think you etin best restore it by going back to
the Hawley-Smoot tariff of 1932 and 1934?

Mr. MOLIAN. As far as cattle are concerned, I would like to go
back to those rates. But I would like to answer your question as
to the increase in agricultural exports. The total agricultural ex-
ports for the year 1934, the beginning of the trade-agreements program,
was $668.000,000. For 1938, $682,000,000.

Senator CLARK. About $100,000,000, isn't it?
Mr. MOLLIN. No; $14,000,000. These are figures from January 1,

1934, on.
Senator CLARK, That is not in accordance with thc figures I have.

I cannot lay my hand on them, but I will put them in the record.
Mr. MOLLIN. These are from an official table issued by the Bureau

of Agricultural Economics.
Senator CLARK. I will get the table and put it in the record.

215171-40-1I
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Now, Mr. Mollin, you spoke a while ago of the percentage of the
federally inspected beef. What was the percentage of the total
slaughter of the imports?

Mr. MOLIN. It would probably be about 5 percent. The fed-
erally inspected beef is about 60 percent of the total. That' table
that I gave you is also an official Government table.

Senator CLARK. I will be glad to examine it.
Mr. MOLLIN. It is put out by the Department every few weeks,

and this is their own figure. And the testimony that I put in before
the House Ways and Means Committee, which was only from Jani-
ary to October, showed imports of 8.9 percent; and for the full year
it is now reduced to 8.2 percent.

The CHAIRMAN. What would it be if you compared the slaughter
of imported cattle, both small and large, with th slaughter of do-
mestic cattle that is not federally inspected, as well as all of it on the
farms and all?

Mr. MOLLIN. Do you mean excluding canned beef?
The CHAIRMAN. Yes.
Mr. MOLLIN. It would probably be in the neighborhood-for all

cattle-it woul(l be in the neighborhood of 3 or 4 percent. You see,
there is just about as much beef comes in on the hoof as in the can.

The CHArRMAN. When it is federally inspected, you do not count
the cattle that is slaughtered on the farms by the farmers that go
into the little meat shops?

Mr. MoLHN. I think it is about 60 percent of the total--the fed-
erally inspected.

The CHAIRMAN. That would make your argument stronger?
Mr. MOLLIN. This is not my table it is from the Department of

Agriculture.
The CHAIRMAN. If you take the federally inspected beef as com-

pared with the federally inspected slaughter in this country, that is
more advantageous to your argument?

Mr. MOLLIN. Yes; it makes a better percentage, but that is the
competition in the market. tie federally inspected slattghter is where
the competition is, and the other is more or less of a guess. The
Department guesses how many cattle are slaughtered in the other
places, but they know just how many are federally itnspected. There-
fore, the tables put out by the Departnmcnt list the federally inspected.

Senator CLARK. When you go to figure a percentage on a percentage
basis, it is a very material fator, isn't it?

Mr. MOLLIN. Yes; but we do not have any exact figures.
Senator CIuIK. What I 1m getting at is that the beef which is

not federally inspected goes into the general total of the beef con-
sumed by the American public, and therefore a fair comparison,
it seems to me, to find out the percentage of the imports is between
the amount of the imports and the total slaughter?

Mr. MOLLIN. But there is not very much competition between a
carload of cattle that comes in from Canada and a cow that somebody
kills out on the farm, but there is a lot of competition between the
cattle that come in from Canada and the cattle that are shipped to the
market and are federally inspected. That is where the competition
is. Of course, there is a substantial slaughter in the country aside
from the Federal inspection.

Senator CLARK. If I go to a butcher 8hop in the little town where
I was born and raised, I might buy a piece of beef from a cow that
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some farmer killed out on the farm and shipped in to the butcher
shop, or the butcher might have killed it himself, or I might have
some beef that was shipped in from one of the packing houses.

Mr. MOLLIN. As far as the packing houses, that would be compe-
tition; *.ut -as far as what was killed on the farm, there would, be no
competition inlVoed.

The CHAIRHMAN. Let me ask you this: Did you appear before tLe
Ways and Means Committee of the House in 1922 and ask for the
tariff that is placed in the Fordney-McCumber tariff?

Mr. MOLLIN. That is before my time. I was there in April 1929.
The CHAIRMAN. Then your answer is that you did not appear?
Mr. MOLLIN. I did not appear.
The CHAIRMAN. I just wanted to find out if you did. Did you

approve that rate at that time?
Mr. MOLLIN. Our association? I could not answer that. I knaw

that they did not approve of the absence of a tariff on hides--
The CHAIRMAN (interposing). I am not speaking about hides.
Mr. MOLLIN. I don't know just what the situation was at that time.

I do think that it was considered an improvement over the previous
situation.

The CHAIRMAN. I may say at that time that Mr. Fordney-whom
we all levd and highly resl)ected-that he was about as high a pro-
tectionist as you are, and at that time ha put these ad valorem duties
in the Fordney-McCumber tariff in.

Mr. MOLLIN. Yes.
T le CHAIRMAN. But you did advocate the rates that were put in

in the 1930'f l?
Mr. MOLLIN. Yes, sir.
The CHAIRMAN. They are high enough for you now?
Mr. MOLLIN. Yes.
The CHAIRMAN. You are not advocating higher rates?
Senator CLARK. Except on canned beef. You want to have the

Smoot-Hawley rates raised on that.
Mr. M O1LIN. That rate is out of proportion to the rates on anything.

else,
The CHAIRMAN. I understood you to say that in this last year,

nider the latter rate, the Smoot-Hawley tariff law, that more than
400,000 cattle came in at those rates,

Mr. MoL,.,N. From Mexico alone, there were almost that, and if
what would conie in from Canada were added, there would be more
than 400,000.

The CHAIRMAN. And they paid the regular rate?
Mr. MOLLIN. Yes.
The CHAIRMAN. So even if you had the old law, you would have

gotten in some importations?
Mi.. MoLLm. Yes.
The CHAI MAN. But that was due to a situation here at home?
Mr. MOLIN. Yes.
The CHAIRMAN. Are there any other questions?
Senator CLARK. Mr. Chairman, I would like to read into the record

an extract from the Foreign Crops and Markets for October 5, 1939,
page 292, of the United States Department of Agriculture, giving
the exports of cotto)n an( other United States agricultural productss,
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by years and millions of dollars. For tLe year ended June 30; 1932-33
-that would be ending 1933-all agricultural products, $590,000,000;
1933-34, $787,000,000; 1934-35, $669,000,000; 1935-36, $766,000,000;
1936-37, $732,000,000; 1937-38, $891,000,000; and 1938-39, $683,-
000,000.

Also I will include in the record the break-down between cotton and
other agricultural products.

The CHAIRMAN. Are there any other questions?
Senator JOHNSON. Yes; I have some questions, Mr. Chairman.
Mr. Mollin, I do not understand that you are opposed to foreign

trade, but that you are opposed to the methods by which it is proposed
to stimulate foreign trade under the current policy of enforcing the
Reciprocal Trade Act. Is that correct?

Mr. MOLLIN. I think so. I don't know that we have ever lid any
resolution that recited our attitude on foreign trade. I think a
great many people believe that there should be some foreign trade on
an advantageous basis wherever it can be arranged, but I do know
that the sentiment among the cattle raisers is unanimously opposed
to this method of reducing tariff.

Senator JOHNSON. I heard your reply to Senator Clark a moment
ago, but do you mind repeating what, in your opinion, will do more
than anything else to increase foreign trade?

Mr. MOLLIN. I think to restore American agriculture to a prosperous
basis. I gave the figures on the percentage of pro('ucts that are
consumed here at home, and I would like to call your attention to
the fact that with practically 95 percent consumed here of everything
that we produce it would take practically 100-percent increase in
foreign trade to equal 5-percent increase in the domestic. It seems to
me the best way to improve things is to get straightened out at home,
and then the other will follow.

Senator BARKLEY. Do you think that is a true observation with
respect to all of our products in the United States?

Mr. MOLLIN. Of the consumption?
Senator BARKLEY. About the 5 percent and the 100 percent to

which you just referred, that the best thing to do is to get our own
market straightened out before we attempt to send anything abroad?

Mr. MOLLIN. As a broad proposition, I say that I believe that more
can be done to restore prosperity fir this country by increasing tile
prosperity here at home than by seeking foreign markets.

Senator BARKLEY. How would you do that with regard to cotton
and tobacco? What is your formula for straighteng out the situation
in the United States on the cotton and tobacco andwheat and crops
like that?

Mr. MOLLIN. I don't know that I would try to write a farm bill.
Senator BARKLEY. But you are here advising us how to write a

tariff bill.
Mr. MOLLIN. I am taking this country as a whole. I say, it would

take 100 percent increase in foreign trade to be the equivalent of a
5-percent increase in the domestic.

Senator BARKLEY. You mean 100 percent increase based on our
p resent foreign trade and a 5-percent increase in our domestic trade?
That would be 100 percent of 10, and 5 percent of 90.

Mr. MOLLIN. No; it is about 100 percent of 5, and 5 percent of 95.
We export about 5 percent.
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Senator BARKLEY. It has been asssmed generally that we export

about 10 percent.
Mi. MOLLIN. Well, we do not.
Senator BARKLEY. Well, this 5 percent-if it is 5 percent, that is

even better. You think, then, that 100 percent of 5 is equal to 5
percent of 100?

Mr. MOLLIN. Five percent of 95; yes. I said "in round numbers."
Senator JOHNSON. Mr. Mollin, regardless of how we may attain

that objective, do not statistics show conclusively that when we do
have. high prices and prosperity in this country, imports greatly
increase?

Mr. MOLLIND Our exports increase.
Senator JOHNSON. And the imports also?
Mr. MOLLIN. In 1925, 1926, 1927, 1928, and 1929, our total do-

mestic exports were up in the neighborhood of $5,000,000,000. That
would average right close to $5,000,000,000 for those years, and they
have not approached anything like that since. That is our total
exports, including agriculture. Our total imports at that time were
also velT much more than they are now.

Senator JOHNSON. Of course, both exports and imports go up in
this country when we have prosperity?

Mr. MOLLIN. Yes, sir.
Senator JOHNSON. I understood your answer to be that if we did

have prosperity, that would be one way of stimulating foreign trade.
'Mr. MOLLIN. Of course, I understand if you break it down to some

certain commodity, you have to do something else, perhaps; but
taking the country as a whole, I think that is a sound proposition.

Senator JOHNSON. And if we do have prosperity in this country
we are likely to sell more cotton than if we have depression and hard
times here.

Mr. MoiLIN. I think they would consume more at home; yes.
Senator CLARK. There never has been a year when we did not

have to export at least 50 percent of our cotton.
Senator JOHNSON. In your booklet, on page 4, What Price Foreign

Trade, the able of total domestic exports shows that these exports
excelled $4,000,000,000 each year from 1925 to 1929, inclusive and
that they have not approached that figure since that time. T hat
would rather seem to support the statement you have just made.

Mr. MOLLIN, Yes; they would average pretty close to 5 billion.
Senator JOH NSON. You gave the percentages which our agricultural

exports have been of total exports during recent years. • What do
these exports show in dollar value?

Mr. MOLrIN. The exports in dollar value in 1934-I will take the
5-year period. For the 5-year period beginning July 1, 1934, the
exports of agricultural products averaged $184,349,000 less per year
than for the 5 years beginning July 1, 1929, so that there has been
quite a decline there in dollar value as well as in percentage.

Senator JOHNSON. During this period, while the percentage of
agricultural exports has declined, prices have been going up, have
they not Mr. Mollin?

Mr. MOLLIN. On the farm products?
Senator JOHNSON. Yes.
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Mr. Moia,iw. Yes, I think there has been very close to a 50 percent
increase in the index figure as to the value of farm products'in thatperiod.Senator JOHNSON. Then if we considered the exports on a quantity

basis rather than a dotlar basis, would not the showing be even worse,relatively?

Mr. MOLIN. I think it would be much worse, for the reason that
while there has been almost a 50 percent increase in the index figure
of farm prices, there has been not, nearly so much increase in the index
figure o industrial prices. That is due, of course, to the fact that
farm prices took the bi bumnp during the depression.

Senator JOHNSON. ou jUst stated that agricultural exn)orts for
the 5-year period since the Reciprocal Trade Act has been in effect
are considerably less tian for 5 years previous thereto. What is the
situation as to agricultural imports during that same time?

Mr. MOLLIN. Well, the importation of agricultural competitive
products for the 5 years since July 1, 1934, averaged $120,754,000
more per year than for the 5 years prior to January 1, 1934.

Senmtor JOHNSON. Is there a similar showing as to noncompetitive
agricultural products?

Mr. MOLLIN. No, there is not. I do not quite understand that.
It would seem if we had general prosperity, that they would be buy-
ing more of these noncompetitive things that we do not produce here,
but for the 5 years beginning .July 1, 1934, the imports of noncompeti-
tive agricultural products averaged $37,210,000 less per year than for
the 5 years prior to July 1, 1934.

Senator JOHNSON. That is, such commodities as rubber and tea
and coffee?

Mr. MOLLIN. Yes.
Senator JOHNSON. And cocoa, and things like that?
Mr. MOLLIN. Yes.
Senator JOHNSON. I understand there was sonic discussion before

tieWays and Means Committee as to the different valuations, used
in reporting imports and exports. Will you tell its what was developed
in that regard?

Mr. MOLLIN. It was shown over there-and I do not think it was
denied-that all of our import statistics are on the basis of foreign
value, and that we are practically the only country in the world that
uses that basis.

Sertator CLARK. Yot mao that statement yourself, didn't you
Mr. Mollin? It was not shown except by your statement.

Mr. MOLLIN. It was discussed with other people, too.
Senator CLARK. I read the testimony very carefully, and the

only showing I saw was your statement to that effect. It may be
true for all I know.

Mr. MOLLIN. I don't think there is any doubt about it. I have
heard it discussed many times-that our imports are on a basis of
foreign value, and that if you added to the foreign value the cost of
getting the product into this market, you would have the true pic-
ture of what the competition in this market is.

The CHAIRMAN. Are you in favor of the American valuation plan,
if the same product is coining in here, of putting our valuation to it
and adding the tariff to it?

Mr. MOLLN. For what purpose? I don't know just what you
Incan.
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TheCHAIfMAN. You are just doing what they do with cattle, for
instance, would you pay the American valuation or not of cattle coni-
jng into the United States from Canada?

Mr. MOI,TN. If it is in competition with our pro(uct. I do not,
see the significance of your question.

'Fle CHAIRMAN. It has tI .s significance. Before we got on the
present plan, they tried to impose upon this country the American
valuation plan il fixing tariff rates.

Mr. MOLLIN. Was that solely in connection with ad valorem rates?
The CHAIRMAN. All rates.
Mr. MOILLIN. What difference does it make?
Senator CLAnK. At the present it does not make any difference

on the ad valorem plan.
Mr. MOLLIN. I have not studied that but in getting a picture of

wlalt the imports amount to, it does not seem to me that foreign
value actually shows the full picture.

Senator JOHNSON. I notice that while you were on the stand
before the House Ways and Means Committee a rather lengthy
statement was put in the record by the State Department referring
to the Argentine Sanitary Convention. The statement attempted to
show that this convention could be ratified with perfect safety, and it
stressed the fact that there was a region in the extreme southern por-
tion of Patagonia which had never been known to have foot-and
mouth disease among its herds and flocks. Is the Argentine Sanitary
Convention limited in its application to Patagonia or any subdivision
thereof?

Mr. MOLLIN. Absolutely not. Under its terms we would be obliged
to accept shipments of dr-essed beef or dressed lamb from any sub-
division of the entire country which might temporarily be declared
free of foot-and-mouth disease, if our sanitary officers could find no
visible reason for refuting the claim of such freedom from disease.

I should like also to call your attention to the fact that when this
treaty was signed, almost 5 years ago, officials of the State Depart-
ment pit oit repeated statements to show that there was no foot-
and-mouth disease in any part of Patagonia. The statement put in
the record before the Ways and Means Committee now claims that
only the southern part of Chubut, the Province of Santa Cruz, and
the Province of Tierra dcl Fuego are now claimed to be in that pre-
ferred status. This certainly would imply that the northern part of
Chubut and the Provinces of Rio Negro and Neuquen do have foot-
and-mouth disease. It was our investigation here some years ago
that first developed the fact that there had been recent outbreaks in
Rio Negro and Ncuquen, but this is the first admission I have seen
that the northern part of Chubut is similarly affected.

The CHAIRMAN. How long has that treaty been signed?
Mr. MOLLIN. Almost 5 years.
The CHAIRMAN. It has been sleeping peacefully over in the Senate

Foreign Relations Committee?
Mr. MorLiN. I don't know why they put that long statement in,

but I. would like to call attention to one thing.
The CHAIRMAN. Are you afraid of it coming out of the committee?
Mr. MOLLIN. I know it has a definite relation to the Argentina

trade agreement.
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The CHAIRMAN. But you know it has been sleeping a good while?
Mr. MOLLIN. Yes.
The CHAIRMAN. You are thoroughly satisfied with that?
Mr. MoLLIN. With letting it sleep; yes.
Senator CLARK. That is one case whore you are not afraid of Senate

ratification.
The CHAIRMAN. You are not frightened at the reciprocal trade

.Agreemenlt with Chubut or any of those other small places?
Mr. MOLLIN. I am frightened at anything where there is foot-and-

mouith disease. The State Department put this long statement in
the record in the Ways and Means Committee for some purpose.

The CHAIRMAN. Senator Capper has put out some statements in
his papers throughout the country, too.

Senator CAPPER. The State Department is probably as wrong on
this sanitary matter as it is on the reciprocal trade agreements.

Senator CLARK. You have been very successful on the sanitary
compact-

Senator BARKLEY (interposing). Are you more afraid of foot.and-
mouth disease coming in or the foot and mouth?

Mr. MOLLIN. It is no laughing matter to our industry. They
know what it is; they have had it.

Senator BARKLEY. I was detained in another committee and I did
not get in here at the beginning of your testimony, which I regret
but let me ask you this: Beginning in 1920, we exported agricultural
products, $3,443,000,000. Running on up to 1930, the amount
decreased until it was $1,201,000,000. That is when the Smoot-
Hawley bill was passed, and it gradually declined until 1939 with total
exports of $656,000,000. There were imported in 1920 of agricultural
products not at all produced in the United States, $1,092,000 000, It
ran on down to 1929, and still it was $1,200,000,000 of products not
grown in this country at all. From 1929 down to 1939, a period of
10 years, there was a decline from $1,201 000,000 to $592,000,009,
That is of the products that we do not produce at all in this country.
Do you think that that sort of a showing indicates that, this trade-
agreemcnt policy has hurt agriculture?

Mr. MoLLIN. How about competitive agricultural products?
Senator BARKLEY. They decreased from $1,017,000,000 in 1929 to

$526,000,000 in 1939.
Mr. MOLLIN. Of course, they were much lower than that----
Senator BAIKLEY (continuing). So that they have been on the

decline all the time since 1930, in fact since 1920, the competitive
agricultural imports have been on a decline. The last figure in 1939
was within a period of 19 or 20 years.

Mr. MOLLIN. The low spot in the figures I have, which came from
the Bureau of Foreign and Domestic Commerce, the low spot was
1932. Your figures do not seem to exactly agree with -mine, but
there has been a substantial increase since that.

Senator BARKLEY. The low spot was in 1932 when there were only
$296,000,000 worth of competitive agricultural products imported in
this country, and of course the low spot in everything was in 1932.
That was the low spot of the depression and of our economic debacle.
There has been an increase since 1932, but the increase in imports,
even in competitive articles, has not been as much as the increase in
the importation of competitive articles from 1930 to 1932. They
dropped from $701,000,000 in 1930 to $296,000,000 in 1932.
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Mr. MOLLIN. Yes; and then they increased substantially.
Senator BARKLEY. They have been gradually increasing until last

year they were $526,000,000, which is, of course, nothing compared to
as much as were imported prior to 1931.

Mr. MOLLIN. Of course, world trade was on a very much larger
basis prior to that time in everything. I call your attention to the
fact that the total imports of competitive agricultural products for
1934 were $50,000,000 more than they were for the previous years.

Senator BARKLEY. I have the figures here furnished me by the
State Department, and it shows that in 1938 there were $477,000,000
of competitive products imported.

Mr. M OLLIN. I got these figures yesterday from the Bureau of
Foreign md Domestic Commerce of 476 plus for 1938 and 526 for
1939.

Senator BARKLEY. I find here that in the first 3 years of the Hawley-
Smoot tariff, 1931, 1932, and 1933, the farmers received $1,743,000,000
plus for their hogs. In 1936, 1937, and 1938, under the reciprocal-
trade-agreements program, they received $2 762,000 000 pus for their
hogs, making a difference of more than a billion dollars. In tobacco,
they received $428,000,000 in 1931, 1932, and 1933, and $858,000,000
plus in 1936, 1937, and 1938. Wheat, $769,000,000 in 1931, 1932
and 1933, and $1,452,000,000 in 1936, 1937, and 1938, a difference of
$683,000,000. Corn, they received in 1931, 1932, and 1933
$435,000,000, and in 1936, 1937, and 1938, $758,000,000, making a
difference of $322,000,000. Wool and mohair, in 1931, 1932, and 1933,
they received $168,000,000 plus, and in 1936, 1937, and 1938
$309,000,000, making a difference of $141,000,000. Cotton and
cottonseed, in 1931, 1932, and 1933, $1,535,000,000 plus, in 1936, 1937,
and 1938, $2,430,000,000 plus, making a difference of $900,000,000.
Fruits and vegetables, 1931, 1932 and 1933 they received $2,294,000,000,
in 1936, 1937, and 1938, $3,161,000,000, making a difference of
$867,000,000 over and above the previous period.

Now these figures do not include any Government benefits.
Mr. MOLLIN. But still they are away below parity.
Senator BARKLEY. That may be true, that some of them are below

parity.
Mr. MOLLIN. Most of them.
Senator BARKLEY. But the point is, by this comparative figure,

how do you take the position that the trade-agreements program has
injured agriculture as a whole? We have got to take agriculture as a
whole; we cannot just break it down into its constituent parts and
say that although it may be helped as a whole, if incidentally it has
hurt some particular product, how can we deal with that proposition
from that standpoint, and I do not believe that you have been able to
show or anybody has been able to show that the cattle industry has
been hurt. You may be afriad it will be, but I do not see how you.
prove that it has been.

Mr. MOLLIN. Well, I offered pretty good evidence so far as 1936 is
concerned, Senator. We are right at the point now where we are
near the bottom of our marketing cycle.

Senator BARKLEY. In view of these figures here on these particular
crops that I have mentioned, would you be able to say that the recip-
rocal trade agreements have hurt these products that I have mentioned?
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Mr. MOLLIN. I have not examined the record on all agricultural
products, but it is very disturbing to anybody who examines the total

gures on-
Senator BARKLEY (interposing). I just mentioned here 8 divisions

of agricultural products, cattle and calves, hogs, tobacco, wheat, corn,
wool and mohair, cotton and cottonseed, fruits and vegetables, which
takes in a pretty important segment of agriculture, and assuming
that these figures are correct, would you be able to or would anybody
be able to say that the trade agreements have hurt those branches of
agriculture, referring to these figures that I have named?

Mr. MOLLIN. I don't think there is anything very important to be
gained by taking prices and comparing them with the prices of the
worst years in history--

Senator BARKLEY. (interposing). Those 3 years aro included in the
5-year period that you compared awhile ago.

Mr. MOLLIN. That is right.
Senator BARKLEY. If yOU are going to eliminate them for one

purpose, why not for the other?
Mr. MOLLIN. I have shown that the competitive prices of agri-

cultural products have increased since that time, and the exports of
agricultural products have, decreased. There is something wrong
there. It should be going all one way. If it is a revival of world
trade, it should not be showing an increase in the current imports and
a decrease in the current exports. I do not see how you are going to
help the situation by lowering the tariff and encouraging importations.
You have lowered the tariff on a good many products that the Surplus
Conunodities Corporation is buying. I have not gone into it very
carefully, but take eggs and cheese.

Senator BARKLEY. We have practically 99 percent or even more than
99 percent of the domestic market for butter and cheese.

Mr. MOLLIN. I say I have not gone into the record on those other
coinodities. I do not attempt to keep posted on all of them, because
it keeps a man pretty busy with his own commodity. I cannot under.-
stand the theory when agriculture is still in distress, and you are ap-
propriating hundreds of millions of dollars annually for agriculture,
that you think that you are going to unprove the situation by lowering
the tariff on competitive agricultural products.

Senator BARKLEY. What competitive agricultural products in your
judgment have been injured by the lowering of the tariff?

Mr. MOLLIN. I am making no statement about anything except
my own commodity.

Senator BARKLEY. Cattle?
Mr. MOLLIN. Cattle. And they propose to lower it on canned beef,

on hides, on tallow, and all the other byproducts.
Senator BARKLEY. They have not done it yet.
Mr. MOLLIN. No; but we don't know when they will take it up

again. They can do it, and that is what we don't like.
Senator CLARK, You don't know when the world will come to ani

end either, do you?
Mr. MoLLIN. No.
Senator BARKLEY. Is there any more uncertainty in that than there

was in the writing of the Hawley-Smoot tariff bill, when tly kept
all sorts of business and agriculture in the air for 19 months while
they were considering that bill?
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Mr. MOLLIN. When the rates were established, we knew what the
rates were going to be for a while.

Senator BARKLEY. Knowing what the rates were going to be and
knowing what they were after they were established did not help you
any, did it?

Mr. MOLLIN. We figured it was due to the depression.
Senator BARKLEY. Of course, the depression is always a convenient

alibi, if that is whvlat you want to use.
Mr. MOLLIN. I (o not think the depression was an alibi. It was a

seliOuS OCCulrrence.
The CHAIRMAN. But it is a beautiful thought that today livestock

in this country is above the parity in agricultural products?
Senatbr CLARK. It has been for a year,
Mr. MOLLIN. For I year.
Senator JOHNSON. But, Mr. Mollin, the pending legislation that is

before this committee and before Congress has nothing whatever to
do with the existing trade agreements. It has to do entirely with
what is going to happen in the future and the purpose of it is entirely
to not make any more agreements. That is the very thing that you
folks are afraid of; isn't that true?

Mr. MOLLIN. Yes. Of course, we don't like the fact that when we
go into a heavy marketing situation, we are going to have a tariff
of only 1 cents on cattle.

Senator JOHNSON. Of course, you (to not like to object to legislation
that is not pending before us?

Mr. MOLLIN. That is right.
Senator JOHNSON. It is not here. We are net considering it. I

have two or three more questions, Mr. Chairman, if I may put them.
The CHAIRMAN. Proceed.
Senator JOHNSON. You state that the stockmen of the West are

unanimous in their opposition to the trade-agreement program, is
that right?

Mr. MOLLIN. Practically unanimous. Phil Ferguson is the only
one I know that is not

Senator HEnnINO. Do you have any protests from the stockmen in
Iowa?

Mr. MOLLIN. I am speaking for my own territory.
Senator HERRING. So am I. We raise quite a few.
Mr. MoLwIN. I am not attempting to speak for your people.
Senator JOHNSON. Do you know anything about the attitude of

the farmers of the West?
Mr. MOLLIN. Yes; 1 have seen a great many resolutions adopted

by the Western farm bureaus that indicate their attitude is very
much in line with ours; in fact Mr. Brock, our president, gave me a
clipping from a Sheridan, Wyo., paper recently which quoted the
resident of the Wyoming Farm Bureau in stating that 12 Western,

farm bureaus in the F1'arm Bureau Conference at Chicago last Decem-
ber were unanimous as favoring Senate ratification.

Senator CLANK. Will you pardon me jmat a moment in connection
with what Mr. Mollin just said? Mr. Chairman, I have a table here
on cash farm income from Wyoming which I forgot to put in the
record when Senator O'Mahoney was here this morning, that I would
like to insert in the record.

The CHAIRMAN. Yes.
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(The same is as follows:)

Cash farm income, excluding Government payments, in Wyoming, 1982-39
[ID millions of dollars]

Income Income 
Income fromlive Income from live-

Year from stock and Total Year from stock and Total
0rop5 ,lvotock crops livestock

products products

103. ...... 4 10.4 213 ........... 10.1 34.0
9 3...- 7.9 18,0 26 .0 I 37 ............... 11.2 38.0

1934 ......... 0.0 28,4 34.4 138 ........ - 8.0 33.1
1 3 .............. 0.4 20.0 30.1 103 0 ............ 7.8 37.1

45.0
49.2
41.7
44.0

Source; Official Statistics, U. S. Department of Agriculture.

Senator BARKLEY. I have just boon handed a table here showing
the latest available exports and imports for 1939. $656,000,000 for
exports and $592,000,000 imports, in which there is no production
in the United States and therefore noncompetitive.

Mr. MOLLIN. Does that correct your firt figure?
Senator BARKLEY. And $526,000,000 of imports on competitive

agricultural products, which makes a difference of $130,000,000 of
exports on competitive in excess of the imports not competitive.
Mr. MOLLIN. Yes. But you are comparing competitive imports

with total exports?
Senator BaKLLY. That is right.
Mr. MOLLIN, Yes.
Senator BARKLEY. Noncompetitive imports do not hurt any

producers in this country, do they?
Mr. MOLLIN. No.
Senator BARKLEY. So it does not make any difference and you

don't have to compare them.
Senator JOHNSON. Mr. Mollin, you referred to a table issued by the

Department of Agriculture showing that the imports of cattle, canned
beef, and other beef all reduced to a dressed weight basis were equiva-
lent to 8Yo percent of the federally inspected slaughter. If you were
to figure those combined imports back into a live weight basis, using
the formula followed by the department in that table, approximately
how many cattle would it indicate were imported into this country
last year?

Mr. MOLLIN. I figured that out on this table, using the same con-
version basis, and it comes out, in round numbers, just lY million
cattle.

Senatot JOHNSON. Now I want to ask you the same question that
I asked Mr. Brock a while ago. Figured down into replacement of
acres, how many acres of hay land will such an importation replace,
and of grazing land?

Mr. MOLLIN. I think it has to be a pretty good hay meadow--
an average meadow, not a bottom meadow-that would produce more
than a ton an acre, so that if you figure on that basis, it would take
1Y2 million acres--it takes about a ton of say to winter an animal,
so it would take about 12 million acres to produce 1j million tons of
h%' nattor" JOHNSON. And how many acres of range land?
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Mr. MOLLIN. That would depend altogether on what type of land
it is. In Nebraska, in the sand hill country, it takes less than 10
acres. If you take it up in the poorest range country of the West,
it takes as much as 50 or 60 acres.

Senator JOHNSON. The average would be about what?
Mr. MOLLIN. A little over 30. You cannot hardly average the

country.
Senator JOHNSON. The reason I am asking you that-
Mr. MOLLIN (interposing). It would take a lot of land.
Senator JOHNSON, Mr. allace is going to put some figures into

the record showing the displacement of land in this country due to
the imports of agricultural commodities, and I wanted to have your
estimate.

Mr. MOLLIN. I think it could be worked out on about that basis.
The CHAIRMAN. You said something about that you got some

information the other (lay from one of the Departments that showed
there had been an increase for the year 1939 in the importation of
agricultural products?

Mr. MOLLIN. Yes sir.
The CHAIRMAN. That is what I understood you to say?
Mr. MOLLIN. Yes.
The CHAIRMAN. About $80,000,000, wasn't it?
Mr. MOLLIN. $50,000,000 competitive. The figures they gave me

yesterday for competitive agricultural imports for the year 1939 were
$526,000,000 plus, and for the year 1938 were $476,000,000 plus,
which would indicate an increase of just $50,000,000.

The CHAIRMAN. Was silk included as a noncompetitive item?
Mr. MOLLIN. I could net answer that. I don't know about that.
The CHAIRMAN. There was $32,000,000 increase in silk last year,

wasn't there, and $48,000,000 in rubber?
Mr. MOLLIN. In the competitive?
The CHAIRMAN. I am asking you whether or not it is competitive.

Of course, the'y are beginning to make a great many different articles
out of rubber in this country, and as I say, there was an increase of
$48,000,000 in that item alone in importations last year.

Now, are there any other questions?
Senator BARKLEY. In your tables and figures, you are using fiscal.

year figures, aren't you?
Mr. MOLLTN. These figures that were given me yesterday were for

the calendar' year-I believe. The tables in my booklet are fiscal-
year figures. These (later figures) were given to me as just compiled,
and I assumed that they were calendar years.

Senator BARKLEY. I think it should be stated that the figures
given by the State and Agricultural Departments both are calendar.
Year figures.

Mr. MOLLIN. But those figures you just read in this last state-
Ifent.. .

Senator BARKLEY (interposing). Those were what you got yester-
Mwr. MOLLIN. Yes.

Senator BARKLEY. They wore calendar-year figures.
Mr. MOLLIN. Yes, - ;
Senator BARKLEr. I understood you had used fiscal-year figures.
\{r, MO,LI. The figures in my booklet are fiscal-year figures.
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Senator BAUR KLEY. That would make some difference?
Mr. MoLmIN. Yes.
The CHAIRMAN. You spoke of having a very broad knowledge of

the West and its sentiments about a continuation of the reciprocal
trade agreements. You have not tried to create any sentiment to
kill off this continuation?

Mr. MOLLIN. I have tried to carry out what has been the policy
of our association for many years. I attend niany meetings in the
West, and I am generally on the program, and I generally talk about
the reciprocal trade agreements and give the facts.

Tu U IIAIRMAN. And you are very efficient.
Mr. MoLLIN. I don't know about that.
The CHAIRMAN. But you have taken quite a good deal of interest

in stirring up opposition to the reciprocal trade agreements.
Mr. MoraN. If you call that stirring ul) opposition, I have been

asked-
The CHAIRMAN (interposing). Oh, you have a perfect right to do it.
Mr. Mormio. I have been asked' many times to speak on that

subject, and when I do speak on that subject, I naturally give the
views that I believe in.

The CHAIRMAN. And when anybody writes to you, you acknowl-
edge it and naturally give your views?

Mr. MOLLIN. Yes, sir.
The CHAIRMAN, And when any paper asks you for your views, you

gladly express yourself?
Mr. MOLLIN. Yes.
The CHAIRMAN. And when the political organization of which you

are a member asks you to donate something and throw some light on
the subject, you do it?

Mr. MOLLIN,. Yes; anybody can have it.
The CHAIRMAN. That is all,
Senator CLARK. In reference to what Mr. Mollin said in regard to

unemployment and the t,,tal purchasing power of industry, I would
like to put some figures ini the record. These are from the United
States Department of Cmrnmerce, National Income Section, Division
of Economic Research. Wages and salaries in the manufacturing in-
dustries rose from $7,400,000,000 in 1932 to $12,600,000,000 in 1939.

In 1933 it was $7,463,000,000; in 1934, $9,311,000,000; in 1935,
$10,494,000,000; in 1936, $11,878,000,000; in 1937, $13,965,000,000;,
in 1938,' $11,155,000,000, and as I said a moment ago, for 1939,
$12 600,000,000.

Row, Mr. Mollin, don't you think that that increase income in
industry necessarily reflected some benefit to agriculture?

Mr. MOLLIN. It might be.
Senator CLARK. And therefore an increased foreign trade by in-

dustry is also to be considered in determining the effect on agriculture
in this country, is it not?

Mr. MOLI N. I suppose you can argue both ways as to which is the
most important and which comes first. But agriculture is still very
much in distress.

Senator CLARK, Do you think agriculture would be better off if we
built a Chinese wall around this country?

Mr. MOLLIN. No.
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Senator CLARK. That is what you do if you prohibit the imports
of anything until you consume 100 percent of the domestic production.

Mr. MOLLIN. But I cannot see at all this argument of reducing the
tariff on commodities that are already in distress, or on any other
commodity that is a competitive commodity. I do not see how on
can maintain the American standard of living on that basis. This
market is the envy of the whole world; everybody wants this market.
There is not anything like it in the world.

The CHAIRMAN. Thank you very much.
The committee will recess until 10 o'clock tomorrow morning.
(Whoreipon, at 4:15 . in., a recess was taken until Thursday,

February 29, 1940, at 10 a. m.)





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

THUaBDAY, FEBRUARY 29, 1940

U NITED STATES' SENATE,

COMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to recess, in the Finance Commnittee
room at 10 a. in., Senator Pat Harrison chairmani)' presiding..'

The CHAIRMAN. The committee will come to order. '
Tie first witness this morning is Mr. F. R. Marshall, se cretary of

the National Wool Growers Association.

STATEMENT OF F. R. MARSHALL, SECRETARY, NATIONAL W60L
GROWERS ASSOCIATION

Mr. MARSIALL. My name if F. R. Marshall. I ride in Salt Lake
City, Utah. I am secretary of and speak for the National Wool
Growers Associatiop. 1 am also a wool grower myself; ii, fact, all of
the debts I have incurred were incurred in an effort to demonstrate
what I thought was my superior knowledge of growing wool. So far,
I have only the debts to show for it.

Our association is the oldest agricultural organization in this
country. The president of our association is Mr. C. B. Wardlow, of
Texas. Ile was scheduled to appear, but found that lie could not.
Likewise, the secretary of the Wyoming Wool Growers Association is
present. Ile was scheduled, but lie has authorized me to state that
lie has read my statement and would adopt the testimony as though
it were his own. t , ...

As I understand it, the matter before the committee is IHouse Reso-
lution, 407, the joint resolution, which was passed by the IHouse last
Friday?

The CHAIRMAN. That is right.
Mr. MAIRSIALL. So that you may know for whom we attemIpt to

speak, ours is the oldest agricultural organization in this country.
It consists, mainly, of an affiliation of associations in the 13 so-called
range States, including Texas. There are no other similar organiza-
tions in these States. The 13 States have 33,814,000, or 69 percent,
of all sheep in the United States. There are about 100,000 sheep
owners in these States. In the unorganized States, or those not.
affiliated with the national body, there are over 500,000 owners with
31 percent of the total sheep population, or 14,600,000 head.
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On Janual? 25, in its seventy-fifth annual convention, our associa..
tion adopted by unanimous vote this statement:

2. TRADI TREATIES

During the past year we have observed the detrimental effect on the wool.
Lw wing hdv #ry by; re.qAn ot ttlje trse agreepiet negotiated with Great Britalli
in &Cahili,'a~dti**osad t/ade agreement with Argcntiiia. Tho have de-
prived the citizens and taxpayers of this country of their own markets to the ad-
vantage of Great Britain, and the anticipated trade agrecnceit with Argentina hamadversely affected the demand for the co rser wools and mohair.

We again place ou*, sbi: re6kd tlpwia=ng the Reciprical Trade Agreements
Act and demand that it bopermitted toapse on JUqgxo IZ, 1940; that,, rms,0f
the Constituto!pofthe. Unitd 'StateR i compliedi tth where all acts pertain ing
to revenue originate in the ,Huse of nesentatIvwm And tlht all tfratie be ap-
predY th00 Se 't d thtd Vi't Staies before becomhig effective,

C, , that beeAN the policy of the Wool Growers
A'sso 

cati
n fo' st4 pya l?

Mr. MAr'WiAft o, ttiFk It goes back as far as that.
Tbe ICARAN. iice t 1e Roprocal Trade Agreements Act, it ha

been11, op6sition?
Mr. XARSHAL. Oh, yes.

,1u CItiaIM , Ywu were.aainst the policy then?,Dr M A i HA , L'.._ _eat'.' ,, ."...

The CHAIRMAN. Y0ui i&e aigt tint it in 1937?.Mr, .MAI s5ncJ4,, .Yes. . .

Their A 0#4 l. N, _A.d yeA. are against it now?
Ar. p, )_e , We are at least consistent, I think.

., i C, hA . ',Were You with the organization in the same capac-
04Y[ h ity , r 4 6w .fo! 0 ,in 0 '92 2 "

Mr. MARSHALL. Iheld the same' positio~i in 1920 and 1921, and was
l9re .good.d. when the Fordney-McCumber bill was written, and a
p~reat, ea) ,whei t1W jfawley-Smot bill was written.

6TheCfiIRMAN. Didyou approve of the rates in the Fordnoy-Mc-
ubr'trw?
Mr.:MAIHAjX,. WO did not' get quite what we were entitled to,

bi~l wp'4 ,e glAd to get that i1uch, and the same about the Sliot-
Hawley.

The CHA IRMAN.. What did, you avocate nt. the tine of the Fordney-

Mb, A1R8HAL1,.' I enot recall*clearly. I think we got 31,tilerc.
I think our figures on the basis then employed seenied to us to Indicate

mos catioi, o 35 9r,360 centa. In the Snoot-Hawle , while we got
4, Oiyw sUbit. to te committeee i record of the difference in

pet"'rodc',toin wb cp S oWed about 40 cents' as the best we could

1 tMAN'i^ : I .'intdextood that what was enacted in the Smoot-a io - i v!,as W lkat you a,1)ggested, 34 and 315?

N M; whald suggested more than that. We gave
Ieuresw lxfik ertlie bst that we could produce to show the differ-

ence in s as rop( ,tih c t'i w around 40 cents, and the Congress gave
us 34. That. i's on 'the priincipal grade, Senator. Yo lust always
remember, and it conies up in connection with the Argentine business,
that there are parts of the imported wool that come in now at the rate
of 29, and which were reduced in the Smoot-Itawley bill from 31 in
1030, and there are some other wools that come in under paragraph
1101 at the 24-cent rate, but the main duty is the 34-cent riate.
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The CHAIRMAN. What rate did you advocate in 1922 on rags and
waste? 

.. ... .

Mr. MARSHALL, We had not awakened to that, Senator. I don't
remember the issue, but you remember what we advocated in 1929
and 1930, r

The CHAIRMAN. Yes; some oi os thought it was remarkable that
we had to have a high rate on rags.

Mr. MARSHALL. That is one difficulty I complained about on what
the State Department has done to us, and which I will come to.

The CHAIRMAN. That is your main contention now, isn't it?
MX. MARSHALL. That, is the priicipal point on which we have

actually been hurt. Our main concern is the anticipation of
what we feel sure is ahead of us in case you extend this act, but I
must confess frankly tlat w pretty well so far, but
we are awfully afraid o) future.

The CHAIRMAN #ditptpreciate in 19 - nd in 1930 that
the high rate on s and waste would hurt the woo rowers of the
United State? the West?

Mr. MAnS IY. You know ho we fo out about -through
your good f nd, Joe GpC . kno what happened in 1930.

The CHA MAN. I wOOIn li0e wit he w doing the
Mr. MA HALL. I.IIIW yo w me wit Ih on som things,

but I did t know A w o hat, W still thin e was

The C IIIMAIN. He Was t (ne that pt d tlie law in th and
showed t e wool p le of 1 11 t be hurt this
high rate n rags 1tion omstfh

Mr. M Its HALr. a,.Os; a ovr & i tion of most the
Republic Soatorl ro m factu ng 4es&,e,r4tes in pa graph
1105 were-aised. Monat# Gittqrdv t y ik, was i the S ate at
that time, I don't tok he vot 'eAn tha kschedu& .le ok his
seat just he r'e they voted on l1,a ,:Jeliev

The CHAT AN. All right. "
Mr. MAUSft L. If it is or j. Cli mli

read for the rec something g tt just reached me in is morning s
mail from Boston. t is a resolution in this conn on adopted on
February 27 by the 'gton Wool Trade Associ i. I do not find
their appearance sehedti d' tle calail if it is permissible,
I would just like to leave their 1 s r the record as coming from
the Boston Wool Trade Association with thiii explanation. "'

The Boston Wool Trade Association, properly the executive con'-
mittee, in a meeting oii February 27, passed the following resolution:

Being firmly of the belief that the authority to mnale reciprocal trade treaties
with foreign governments which has been delegated by Congress, has proved to he
detrimental to the best interests of the country and In particular to the growers
and manufacturers of wool,

The executive committee of the Boston Wool Trade Association has today votd;
iianimomisly, to recommend to the Congress;
That ratification by the Senate of the Uniteci States be required in respect to all

trade treaties which may be negotiated in the future.
I .think there is somethbig of considerable interest in that, because

you will notice the authors of that tIsohution do not cl'um that their
industry hs been hurt. They are dealers, and some of tmn are com-
mission men; they just take the market as they find it, but they are in
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the market all tile time. This particular association handles over 80
percent of all of the wool grown in the United States.

The CHAIRMAN. What is the name of the association, (lid you say?
Mr. MARSHALL. The Boston Wool Trade Association.
The CHAIRMAN. You say they endorse tie agreements?
Mr. MARSHALL. No, sir.
Tile CHAI AMAN. They do not?
Mr. MAR SiALL. No. They say that it is injurious to the growers

and the mianu facturers.
The CHAIRMAN. Both?
Mr. MARSHALL. Yes. They do not claim they have injured them,

because they are dealers, dealing in domestic wool and foreign wool
aind selling it to the mills, but they are in the position to be the best
judges of what affects the market and how it affects it.

Senator WALSH. The Boston Wool Growers Associationi handles
both domestic green wool and imported wool?

Mr. MARSHALL. Yes, sir.
Senator WALSH. What percentage do they handle of each kind?
Mr. MARSHALL. It is hard to got at that exactly. I have a table

here later on which will show that in 1937, the wool used by the mills
in that year was 72.7 percent domestic and the balance foreign. In
1939, it was 88 percent domestic and the balance, 12 percent, foreign.

That, Senator, however, hs no regard for the carpet wools, because
they are free and we never figure theni. But much of the carpet wool,
which amounts to around 120,000,000 pounds, I think, is handled in
Philadelphia.

Senator WALSH. No carpet wool is raised in this country?
Mr. MARSHALL. No, sir; not of any ticcount,
Senator WAUSH. las.there been any reduction in the tariff duties oil

imported wool tu(ler these agreement ts?
Mr. MARSHALL, Not on the wool itself, but on the waste, which tle

chairman and I have just been talking about.
Senator WALSH, On raw wool as such, or virgin wool, has there

been any change?
Mr. MARSHALL. It has not been touched yet, but we think it is in

serious jeopardy. 1 will touch on that. a little later on.
In 1935 and 1936 we appeared in defense of our industry before the

Committee for Recip)rocity Infor'fatic'n when negotiations were in
progress for trade agreements with Canada, Belgium, and France.
In those days we had no information is to what tiess were being
considered for reduction. We had to shoot at everything that could
come front the other country. We were 'ucky at those times because
the only injury we received was through sonie reductions in duties
on some wastes that, when cheap enough, are used by American manu-
facturers as substitutes for our wool.

Then in 1938 we all)eare(l and testified in regard to time duty on
lamb, which was scheduled fori a reduction ill favor of Canada, and
which would hiwy, of course, been available to New Zealand, Australia,
or Argentina if that country's standards (f aninial health had been
a 0 (ood as those of the United States. Wo esciae)d that time.

at about the same time we also had to appear before the Con mnittee
foi Reciprocity Information in the hearings on proposals from the
United Kingdomn that the United States lower its dutiess upo, wool
wastes, rags, and cloth. That time we got hurt. The duty on rags
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was cut 50 percent and the 1939 imports were over 8,000,000 pounds,
an increase of 785 percent over 1938 imports, this material coming in
direct competition with our wool in the Boston market.

I will not go into the increased imports of the other wastes, or of
cloth, except to say that in 1939 imports of fabrics were around
7,000,000 pounds greater than in 1938, which means that the equiva-
lent of 21,000,000 pounds increased imports of wool came in in manu-
facturcd form.

A summary of the increased imports of wool wastes and goods,
caused by the trade agreement with the United Kingdom, appears in
this statement as table 1.

(Table 1 is as follows:)

TAILF .L-Comparison of imports under schedule 11, Tariff Act,.for calendar year
of 1938 compared with calendar year of 1939

The lnerease In InI)or is oy be attributed to the trade ag roeient wIfh the UnIted KIngdom which becane
effective Jan. 1, 1030]

Iteln Januanry-)ecenber 1939, Janvairy-December 1939,inclufiivo IJncltusive

Amount Valoe Amoun t Valve
Nells, pounds ...............- --........... 2,279,032 $1, 141, 682 6,031, 629 $2, 112, 981
Watos, pounds ..................... ...... 729, 737 205, 074 3,903,072 1,270, 0t5
Rags, )oln - -s ......... 7........................ 701, 436 202. 201 8, 4117, 818 2,321,943
Yarn: Mohair, pounds ------- - --............. 2,98 3,982 7,230 8,303
Fabrics. worsteds:

I Tie, 4 MSCS , qILers yards ............. 352, 874 130, 305 736, 559 262,364
Pounds ...................... 70,003 ....... .... 140, 277 .........
Ov1r 4 0[111 S, sQUare yards ................ 955,630 837, 256 2, 05, 694 2,055,3770
p1 ai..fio . ............................ . . 418, 720 ............. 1, 0,403 .........

Woohs rm
Over 4 ounces, square yards- ----------- 4, 847, 85 4,106,878 8,11D0,120 0, 368,257
Pounis-1 -.. - --.............................. 2,841,1"14-- ....... . 4, 827, 1115...

Wearing apparel .................. ...... .............. 4,965,181 ....... 315,6 8

Icrcent United Kingdom duty
Iteni 1030 Increse over 1938 inCreaseo', el i alAlnount ffrlta

A mo1t Value
Noils, ollnds .... .......................... 3.742,607 $1,218,209 164.22 7 0to0 ce ls,
Wastes, pounds ...............................- , 173,035 974. 11 434.04 3 to 10 cents.
Hags, oinds ....... -......................- . 7, 623,382 2,059, 742 785.50 9 cents.
Yarn: Mohalr. li)onts ------------------ 4,532 4,411 107.08 A to l1 percent average,
Fahrics. worsteds:

Undeler 4 511es, squarO yards .... 3.......... &3, 685 131, 01 100 73 1255 percent average.
Poinds .... .......... ............... 79, 274 110.39
Over 4 ounces, square yards -- 2,100,0114 1,21 ,524 212. 705 to 25 percent average.
Pounds .....----- - - - - --................. 1, 101,88 ......... 277. 44

Woolens:
(3ver 4 ounces, square yards- .....-........ 3,312,267 2,201,379 68.114 Do.
Pounds .............................-- -. 1, 986, 451 - - 69. 92

Wearing nli -- -... -...................... . ...... -11052 -13.08 (see.)

Now I wish to refer to two possible agreements, one of which 1as
been started, that with the Argentine, and discontinued. The other
is the Australian agreement.

Last October we testified before the Conmittee for Reciprocity
Information in opposition to reduction of duties on wools coarser thans
44's. We howed that the duty on such wool had been lowered by
the Tariff Act of 1930 and that 80,000,000 pounds, or 20 percent of
the American clip was composed of, or competitive with, the kind of
wool then listed for a possible duty reduction.

I shall not remind you that that proposed agreement dealt almost
exclusively with agriculltural products grown in this country and some
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of them in the surplus class. The Argentine agreement has bee
dropped, but we do not know when negotiations may be reopened.
While it was under consideration, wool manufacturers and dealers
naturally delayed purchases of 44's wools or demanded a lower price
because a reduction of duty .seemed probable.
. In 1938 a more serious injury was worked upon the wool grower's
market because of conversations relating to a trade agreement with
Australia and reduction of wool duties. True, there was no official
announcement of intention to negotiate with Australia. But it was
known and admitted that there had been unofficial conversations
between representatives of the Australian Government and our State
Department pertaining to the duty on wool from Australia.

We cannot know when these conversations will he resumed and
when the news may leak out to the trade, nor when there may be
official annouuicement of negotiations with Australia.

I am sure you will agree that the showing made in table 2 of my
statement is conclusive evidence that the present (luty on apparel
wool is fairly and scientifically adjusted.

I have hire a table setting forth the wool production in the United
States for the years 1930 to 1939, inclusive, the total mill consumption
in each of those ynars, that is only of the apparel wools, with no regard
to carl)et wools, and the percentage each year of that consumption
which was dolnestic. It runs as low ini 1932 as 95 percent domestic,
and in 1937, 72.7 percent domestic or 27.3 percent foreign.

Senator DAVI3. What is the totai production of wool in the United
States?

Mr. MAnISIALL. In 1939, it was 441,000,000 pounds. That
includes the pulled wool from the packers, all converted into the same
basis, what we call the greasy shorn wool basis, the same way that the
farmers sell it. We have been increasing our production very steadily.

Senator Dvis. What were the total imports during that same
period?

Mr. MARSHALL. I haven't those figures. This table just shows
the proportion of the annual consumption. They have been ruoning
some years as high as 80, 90, and 100 million for apparel putposes ill
the good consuming years, and in years like 1932, they were, of course,
very very low, but i should say. probal)ly an average of around
50,000,000.

Senator JOHNSON. Does your table also show the carry-over?
Mr. MARSIALL. No, sir; I have not given thait in here, I did niot

think, Senator Johnson, that the wool rates themselves were directly
at issue. I realize now that while they are Ilot before this committee,
the question before this committee dos directly go to the )Ossiibility,

d I would say the probability, of a reduction in the wool rates in
case the committee recommen(ls the Ilouse resolution anl l it beco ,es
a law, because we have found that ally a tiou under this law means
reduction.

The CHAIRMAN. You make that stateii(,nt, and yelt yotu say that on
raw wool there its been no reduction in any of the necgotiated trade
agreements?

Mr. MARSHALL. 'liat is correct.
The CHAmIMAN, The only reductioll has bell ou the rags and waste.
Mr. MAnAIJ.. And the, cloth which affects 1s indirectly.
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The CHAIRMAN. If these reciprocal '"ado agreements, have been
going on for 6 years without reducing , ttes at all, why do you
make the statenwnt that you think the, be lowered? '

Mr. MARSHALL. We think that we aie next on ,tho list, from the
information we get second-hand from the State Departnent. Our
information is that they considered the United Kingdom trade agree-
nient as the, crowning point of the trade-agreements program, and
we think that is perfectly natural and proper. We know they have
.attexmpted an(1 started tra(Ie-agreement negotiations with Australia.
If you could just give us assurance even for 3 years that they will leave
,outr wool schedule alone, we would get out of here pretty quick.

The CHATIMAN This committee can not give anybody any assur-
ance like that, but it seems to ine that you have pretty good assurance
that if in 6 years it has not been touched, and you are frightened now
because of some conversation you say somebody said that they heard
between some people from other countries, if that is all that you have
to go on--

Mr. MARSHALL (interposing). No, sir. We know that Com-
missioner McGregor, the Australian Commisfioner at New York,
was several times present at the State Department in wbat the State
)eportment later officially said were preliminary conversations to see

what the prospects were tor reaching agreeable terms on negotiations
for t trade agreement. We know from some of the people who work
with the State department that the chief subject of those conversa-
tions was the duty on wool. Our opinion is, and it may be wrong,
that if it had not been for the war conditions, the intention or plan
of negotiating with Australia probably wouki have been announced
before this time. We think our fears are pretty well grounded, but I
strongly hope that we are wrong.
. The CHAIRMAN. As between the western sheep, producer and the
B6ston wool dealers-those Boston people were the dealers?

Mr. MARSHALL. Yes. The manufacturers have their men on
tomorrow. i I

The CHAIRMAN. Who is helped by virtue of getting a little reduc-
tion on these rags and on these wastes?

Mr. MARSHALL. The manufacturers of cheap woolen goods. We
do not think that the consumer is helped, Of course, that is a matter
-of argument.

Senator WALSH. As I understand your position, you are not affected
-the dealer--because of any reduction in duties on wool, but you fear
that in the future the reduction that hari already been made on woolen
cloth may reduce the wool consumption market, and therefore indi-
rectly you will be affected? I

Mr. MARSHALL. I am representing the growers not the dealers. I
go a little further, Senator Walh. The increased imports of cloth in
1939 necessarily reduced the volume of the demand for wool, including,
our wool. We anticipate that will go further, and what we chiefly
anticipate is the reduction in the wool duty prescribed in paragraph
1102.

Senator WALTSH. You or somebody else, I suppose, will attempt to
show that the reduction in certain grades of woolen cloth has led to aa
increase in imports?, , , .. , ',;:
. Mr. MARSHALL. I feel certain that, Mr. Besse, 'representing tho
National Association of Weol Manufaeturer , will go into detail on
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that tomorrow. I might speak on that, but I am sure that Mr. Besse
can do it much better than I can.

Senator WALSH, Very well.
Mr. MARSHALL. Wool imports come in freely when needed. In

1932 when the tariff could not help the growers our mills imported but
5 percent of theft wool, but in 1937 they imported 27.3 percent, and in
1939, 12 percent.

Table 2 shows, for the last 10 years, the annual production and total
consumption of apparel wool, and the proportion of the latter that was
of d.rmestic origin.

TABLE 2.-Domestic wool production: Consumption for apparel and percentage of
dome stic (all figures for equivalent of greasy shorn wool including pulled wool)

IThousands of pounds)

rodto- Consunip- Percent 'Produc- Consurn,. Percent
(ion tlofl, total doniostic tico tiov, total donmestle

1930 .......... 414, ON) 447,900 81.2 1035 ---------- 430,1}U7 740, 4 01,8
1931 ............ 442,401 45, 200 89.0 1936 ............ 420, 327 0430,400 83,6
1932-- ...... 418,096 439,800 05.0 1937 ........... 427,850 79, 500 72.7
1933 ............ 438,352 172,200 94.0 1038 ------------ 130,0X)0 513,00 02.5
1934-----------.. 430,020 381,400 90.4 1030-----------.. 441,0003 073,0)0 88.0

It is my duty to again ask you to consider whether these attempts
and begiinings at lowering the principal wool duty are in harmon y
with our President's plainly announced policy so clearly expressed in
his letter to a member of this body.

I know you are familiar with that letter, Senator, but I must put it
ii the record again. It is as follows:

TiE WHITE 110U0S4,
Washiargton, June 5, 1934.

My DUABR SENAToR O'MAHONEY: My concern that agricultural prices should
be protected and where possible substantially raised, ought to be well known by
this time. This is why I was surprised that a question shou1 be raised about wool.
The n1w tariff bill has been thought of as one of the emergency measure which
would help in the general effort to rehabilitate agriculture and industry together.

The new tariff bill which the President referred to there, of course,
was the Reciprocal Trade Agreements Act, which was then before
the Congress.

Continuing with the letter:
The wool Industry is one of those which need price protection and the suggestion

that the new tariff hill might be used to lower those prices is on which would not
have occurred to me. That is the thought I expressed to you, Senator Costigan,
and othe-o on May 19. 1 have read the statement which you issued and as I
might expect, it correctly reports tile facts.

I hope you will have o further concern for fear that something dalnaging to
the industry may result from this legislation..

Very sincerely youi, FRANKLIN D) ROOSRIMT.

I will not read the statement which is in my man aiscript and which
resulted in the 'resident's sending Senator O'Mahoney this letter,
but I should like the privilege of inserting it, in coln'ection with
my remarks.

The CHAIRMAN. Yes.
(The statement by Seumttor O'Mahoney, to which the President

referred, was issued on May 9, 1934, and reads as follows:)
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STATEMENT TO TIE PRESS MAY 9, 1934, BY UNITED. STATES SENATOa JOSPwa C.
O'MAHONNY, WYOMING ,

President Roosevelt today gave renewed evidence that lie is in complete sym-
pathy with the West. immediately after signing the sugar bill whioh stabilizes
the price of sugar for all domestic producers the President in the presence of
Senator Costigan and Assistant Secretary of Agriculture Tugwell, authorized
me to say that lie and his administration "are as much concerned in maintaining
the price of wool as they are in maintaining the price of wheat, cotton, and other
agricultural commodi ties.

I told the President, that woo buyers recently have ben making low offers on
wool and that there has been considerable apprehension lest the reciprocity polity
would mean sweeping reduction in the tariff on wool and an adverse effect upon
the market. I told him that I have been advising the people of my State that an
administration, the primary object of which is to improve the condition of agri-
culture, could be depended upon not to take any hostile action toward the wool
industry. The President replied that in this position I was exactly correct. Both
lie and Secretary Tugwell agreed that this administration should do everything
possible to maintain the price of wool and the President said that he recognized
wool growing as one of the fundamental agricultural industries and desired to be
helpful to it.

Mr. MARSHALL. Now as to import restriction and animal health--
on October 2, 1939, we appeared before the Committee for Reciprocity
Information in opposition to reductices of duty proposed to be made
in negotiation of a trade agreement with ArgeAtina. Duties on fresh
meats, or live meat animals, were not under consideration then,
because, as the Department of State had announced, the Argentina
sanitary convention had net been acted upon by the Foreign Relations
Committee of the United States Senate.

There was some discussion at that meeting with members of the
Cenunittee for Reciprocity Information, as to existing import restric-
tio)s, relating to the health of animals in meat-exporting countries,
as now carried in section 306-a of the present tariff'act.

Some good lawyers, and a)l)arently soine lawyers in the D)epartment
of State, are of the opinion that the Reciprocal Trade Agreements
Act does empower the President to deal its ihe chooses with all import
restrictions such as that contained in section 306--a of the Tariff Act
of 1930.

I strongly urge that your committee umnend House Joint Resolution
407, so as to amend the act of 1934, by definitely taking section 306- a
of the present law out of the import restrictions as defined in the
act of 1934. 1

In other words, I ask you to make sure that the Department of
State shall not interfere with the directions given by Congress for
safeguarding the health of livestock in this country. At first you wil
think my imagination has gone wrong, but just let me get tie facts
before yo.

On Juine 5, 1935, the President sent to the Senate a document con-
taiing a proposed Argentine sanitary convention, signed on May 24,
1935, by Secretary Itull and the Argentino Ambassador. That corn-
veition is still where we like to see it-- in the files of the Colamittee
on Foreign Relations.

The CHAIRMAN. If it were going to be considered by the Senate, it
would have to be sent there?

Mr. MARSHALL. Yes..
The CHAIRMAN. And considered by the For-eign Relations Com-

mittee?
Mr. MARSHALL. Yes.
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The CHAIRMAN. And nothing has been done about it?
Mr. MARSHALL. Which is very pleasing to us.
The CHAIRMAN. Then why should you get, so fearful about it?
Mr. MARSHALL. I think I can tell.you. I think we..heve good

grounds for our fears. Since you have asked it, I had better read
the language that is in that convention1 which 1 propose to ask you
to consider further. The paragraph bn the proposed coiveition
contains this language:

In tho ovent that the Government of either of the contracting countries makes
representation to the Government of the other country in respect of the appli-
'cation of any sanitary law or regulation for the protection of human, animal,
or plant health or life, and if there is disagreement with respect thereto, a corn-
inittee of technical experts on which each contracting Government will be rep-
resented shall, on the request of either Government, be established to consider
the matter and to submit recommendations to the two Governments.

Of course, as I say, Mr. Chairmon, the Senate hs not approved
that proposal nor any part of the Argentine convention, and hope
they never will.

'Thle CHAIRMAN. Not only that, but it has not even come up, as I
recall, and I think I am a, member of that committee and I have been
for a long time, and I do not think it has come up.

Mr. MARSHALL. The funny part of it is, Mr. Chairman, that that
same language is in effect binding on the United States in the Canadian
agreement.

The CHAIRMAN. Are you afraid of Canada?
Mr. MARSHALL. If the State Department lies the i)ower to put

that into effect with Canada, they have it with respect to Argentina.
Senator JOHNSON. In other words, you are not afraid of the Foreign

Relations Committee of the Senate?
Mr. MArltSAmL. They are our friends.
Senator JOHNSON. But you are afraid of the State )epartment with

all of these restrictions all taken off and with the )owvr given to their
to extend the making of trad,, agreements?

Mr. MARSHALL. Yes, sir. I said hero a moment ago that apparently
some lawyers in the State Dopartment considered that import restric-
tions, in the act of 1934, would permit the President or the Secretary
of State to nullify section 306 of the act, and I think the argument,
of that legal opinion of the State Department is well shown in the
fact that they have written in the trade agreement with Canada, the
first agreement, and again in the second one, such language; and my
point is, Mr. Chairman, that if they can bind the United States ii
that in a trade agreement with Canada, they can also bind the United
States to the 3mem thing in a trade agreement with Argentina or any
other country, and that is not what the Foreign Relations Conmitt(;e
wants, we are suiro.

The CITAIMAN. Have you ever heard of the Interdepartmental
Committee, or the committee that is negotiating these agreements
and having the matter up, intending to do that?

Mr. MARSHALL. We lad some discussions with Mr. Diemor, of the
State Dcipartment, at the Argentine hearings last fall. You see,
Senator, fellows like myself and others representing industries rarely,
if ever, contact the men who sit in these negotiations. We get these
little boys down in the Committee for Reciprocity Information, and
the clerks around the va-rious offices of the Tariff Commission. Per-
haps we have been too diffident in not going to the Secretary of State's
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office .for original information, but. our beat information is that tle
State Department lawyers claim that the language of the act of 1934
does give them that power. I think there is som room for doubt as
to the legal status of the matter, and that is why I simply ask and
urgc that tis committee amend the act of 1934 tlie element of which,
I presume you will report, so that it will cloudly provide tbat action
shall be in accordance witb the express wish of the Foreign Relations
Committee expressed by its inaction.

The CHAIRMAN. You have a great deal of confidence in this corps
in the State Department who have been negotiating these trade agree-
inents, haven't you? You think that they have done a pretty good
job?

Mr. MARSHALL. Well, I won't go quite that far.
The CHAIRMAN. Well, they have done a pretty good job so far as

the woolen people are concerned? They have not affected it?
Mr. MARSHALL. They have been pretty good to us. I wish we

could feel assured of as good treatment in the future from them, but
I do think, if your committee will go into that matter, Mr. Chairman,
that you will agree with me that it is high desirable if you are going
to extend this plan, that that matter of section 300-a should be
protected. Now, 1 am going to venture a short discussion of what
might happen and what, we would like to see the committee da. As
I understand it, the question you have before you in effect is: How
shall import duties be prescribed after June 12, 1940? I would say
that you have four alternatives:

1. Take no action and thereby return to Congress the duty and
responsibility of writing the tariff law.

2. To morelv extend the act of 1934.
3, To extenl the act of 1934 with a requirement that trade agree-

nents nust be ratified as treaties, by the Senate. This plan is now
before your committee as Senate Resolution 69.

4. The plan outlined in S. 3238 by Senator Vandenberg.
The CHAIRMAN. You say you ar, for the bill of the Senator from

Miehiga?
Mr. MARSHALL. To the extent tlt it seems to look for plrotection

rather than reduction. Some parts of it with regard to the granting
of owes I cannot go with.

Senator JOHNSON. I notice you do not state in your possible alter-
nativ(s the proposal of Senator O 'Mahoney.

Mr. MAIuS LL. Thank you for calling that to my attention.
When 1 wrot(, this, I had not known that Senator O'Malloney had
clanged his position. I supposed tltt he was still standing on the
resolution which was before the committee, in which he proposed thit
these n greenteiits should b' ratified ts treaties by a two-thirds vote of
the Senate.

The CHAIRMAN. DO you know that Senator O'Muhoney made it
very elom iit speech in 1934 along that line?

Mr. MIARSHALL. Well, I thought that he got out of it pretty well
yesterday when he wis confronted with that by the Senator from
Missouri. -1 think he did a pretlty goodi1 job. However, I wish that

so1iW Of the other Anators were progressing ini their thinking as rapidly
as- we think Se nator O'Mahoney is. Perhaps you aire not all suffi-
ciently Irih. [Laugliter.j

Now, discussing these a 1 ternatives:
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1. Take no action now: The membership of our association asks
that tile Congress resume the work of writing tariff laws We
recognize the magnitude of the task, but it has been well done in the
past.

Much is said of the necessity of having duties set in a scientific
way by experts and economists. To that argument I say: Employ
all the exports and economists you wish, but let them be directed by
and report to mon who have been elected to write the laws and not
to one or two individuals already overburdened with numerous and
extremely important affairs of government. In short, I think the
most stttcsmanlike thing this committee can do would be to keep
this resolution 3n the files indefinitely, to exercise statesmanlike
inactivity. The next-

2. Extend the act of 1934: Testimony before the Ways and Means
Committee disposed of the notion, born of the panic, that the act of
1930 was in any way responsible for the international collapse of
business in 1930.

On page 2128 of the report of tile House hearings one of the most
highly respected economists of this country shows that increases in
four large classes of exports in 1937 as compared with 1934 amounted
to '4.9 percent for four countries at war, 117.9 percent for the trade-
agreement countries, and 109.9 percent on the much larger volume
of exports to non-trade-agreement countries not at war. lie witness
concluded t hat:
We gained substantially nothing in exports as a result of foreign concessions to
us in reciprocal trade agreements.

We do not consider that the I)resent method is in harmony with the
policy of reasonable protection for American l)roduction as written
in the act of 1930, which still is in force. Certainly the present
method has so far ope-ated solely to reduce protection.

Of course, if you do extend the Trade Agreements Act, Congress
could still change any duties not cove,'ed by reciprocal agreements
and could only change those, if the President consented, by giving 6
months' notice of termination after an agreement had been in effect
for 3 years.

3. Ratification by the Senate: Of course I shall not attempt to ad
to the legal argument upon Senate ratification of trade agreements.

As I explained to Senator Joluison, my material was prepared
without being aware that Senator O'Mahonoy, for good reason, n
doubt, had changed to having it ratified by both I-louses, and much
to my disappointment, his proposal now only would call for a majority
vote. I had hoped it might be two-thirds.

You will remember, Senator Harrison, very well that in December
1929 after our mutual friend, Mr. Grundy, took his seat, paragraph
1105 was under consideration-that was the one that carried that
rag duty. 1 am rather inclined to think you voted with us at that
time. I know Senator George and several other of our good friends
from your part of the country voted that way.

The CHAIRMAN. No; I illuminated the Congressional Record by
opposing taxing rags. In the Underwood Tariff bill, we put rags on
the free list.

Mr. MARSHALL. Yes; but not mohair at that time. 1jr the act of
1934 is to be extended, we hope that Senate ratification, by a two-
thirds vote will be required.
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I must point out that the treatment of our import duties with one
country at a time is largely a nullification of the policy of protection
which I believe more than a majority of the voters and of the Members
of Congress, except "spot-protectionists," subscribe to. And this, I
think, would still be true under Senate ratification.

I did not finish my thought when I called your attention to 1929
and paragraph 1105. I wanted to bring that in to support my thesis
that in voting on single items or paragraphs or single schedules, that
even stanch protectionists are somtimes outweighed in their thinking
about what they think are the peculiar conditions in their consti-
tuencies. Certainly all but two of the protectionist Senators from
New England's wool-manufacturing States, voted against paragraph
1105 and the rag duty, and it only became the law through the help
of many southern Senators, even though some of them voted sub-
sequently, no doubt, against the bill as a whole.

My argument is that when you are taking up one matter at a time
and passing on them that way, that you cannot got a fair democratic
writing of a list, of import duties as a whole. I know that leads up
to logrolling ideas, but I regret that. But, 1 am sure it is the only
fair and the only democratic way to adopt a set of import duty rates.
Any oth -*r system, and the present one, siml)ly means a continuous
process of whittling down of duties without regard to the amount of
)rotcction justifiable or tofdifferences in costs of production.

If time permitted and if it were necessary, I am sure I could con-
yince you that the trade-agreement plan is trading oil agriculture to
increase exports of factory products.

If tl power over tariffs cannot be restored to Congress, then b
all means let there be Senate ratification. That will do some go,
though I still hold that it will continue to mean Inexpert and unscien-
tific reduction of duties and a negation of tile policy of fair protection
which 1 still believe a majority desires.

The (HAIRMAN. What was the price of raw wool in 1932?
Mr. MARSHALL. Some we sold out oni the range as low as 8 cents,

but 1 think the farm price in the United States as a whole was between
11 and 12 cents. Of course, that was a condition under which no
protective tariff could do the producer any good.

The CHAInMAN. That was the reason I risked you if that was the
year you passed the Hawley-Smoot Tariff Act?

Mr. MARSHALL. No; that was 2 years after the passage of that act.
The CHAInMAN. Oh, yes; it was )assed in 1930?
Mr. MARSHALL. Yes.
The CHAIRMAN. What is the price now?
Mr. MAR sHALL. The last I have heard oi the sale this year was 27

cents, the week before last.
The CTAIRMAN, It has gotten above parity price, hasn't it?
Mr. MARSHALL. No, sir.
Tile CHAIRMAN. What is the parity l)rice?
Mr. MARSHALL. I am glad you mentioned that parity price business.

We are having a heck of a time with the Commodity C.redit Corpora-
tion loan over there, in the Agricultural Departnicnt all the time.
We are up against this all the time, and Secretary Wallace in a very
friendly way always admitted it, that so few of tl;em over there know
thing about the wool business at all. The trouble is with you
referred to the Underwood-Simmons bill-the parity-base period of
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1904 to 1919, including .1912 and 1913 When wool was placed on the
free list, and it gives us a lost highly inequitable base period for
computing the pre.-war value of our product. Other things were
good then; hogs were good; corn was good; cotton, too; but wool was
Just in that tariff change, and it just ruins us, that pilrity period,
every time,

The CHAIRMAN. It does not seem to have I'uined you much; you
snem to have gotten along pretty well by maintaining it good I)rice
for wool and not having raw wool touched by the reciprocal trade
agreements, and I notice in this publication on the agricultural situa-
tion as presented here, December 1939, entitled "Brief Summary of
Economic Conditions," that as against the parity price as of Novont-
ber, 1929, it is 23.4, but the wool people were getting at that time on
raw wool 27.6, so it is above it.

Mr. MARSHALL. We wouldhave gotten 27.6 if we wore selling wool,
but that is wool at Bostoin. The'e, wit no wool in this country at
that time. We had all s1(1 out before' the war and before the price
went u). I got 22 cents hlst year, and the market is not as high today
as your report shows it was in November or December, but the grower
didn't get that increase in 1939, which was a price that came partly
as a result of the outbreak of the war.

The CHAIRMAN. Are there any questions?
Senator JOHNSON. I would like to emphasize, if I may, the fact

that Mr. Marshall is not complaining about. past experience very
seriously, at least, but he is apprehensive about the future and the
pending legislation deals with the future entirely. We are not repeal-
ing anything in the pending legislation. The existing trade agree-
meats will continue in full force and effect, and the only matter that,
is before us is whether, there shall, be new trade tagreemo)ts., I , tht'
not correct?

Mr. MARSIALL. Yes, sir; Ohat. is mV position exactly.
Senator JOHNSON. And is it not a fact that the wool market is a

very sensitive market, and the prospect of trade agreements--just even
the prospect of them-unsettles the market and causes the producer
heavy losses; and would it net be a fine thing for the producer if this
thing could be settled and settled permanently on some kipid of.a,
peIrnaflt bsis so that the prospect of unsettlenuent would not often
be hanging over the market?

Mr. MARSHAia. That is exactly what we would like, Senator
Johnson; although the oi fashioned way of changing those things by
con gressional action as not complete stability, it was much superior
to the constant threat that anything can be done in a few months or
weeks without the consultation of C,0ongress, as it is at present. We
think we have a inuch greater measure of stability if this plan were
not in effect-we Ivould have,..

Senator ,JOniNSON. Yes; but that is not the question that is before
the Congress at the present time. The question before us now is
whether we shall extend the agreements,

Mr. MIAnSHALL. If you do exte-nd then, you just renew that comn-
plete instability and uncertainity and apprehension, which, as you
bring out, the woolen trade is very much apprised of and takcs advan-
tage, and properly so, of every prospect there may be to reduce the duty
on wool by reflecting it in the prices we get.
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1 believe Mr: Chairman, that that matter that I brought out about

that language in the Canadian agreement which has not been passed
upon by the Foreign Relations Committee, will, on further study,
commend itself to you, and that the committee should clarify that
point by an amendment such as I have suggested, which will exempt
section 306--a from the present provisions of the act of 1934, if ex-
tended. Again I urge that your committee adopt a policy of states-
manlike and masterly inactivity.

The CnAuw.kN. Thank you very much, Mr. Marshall.
The next witness it Mr. B. C. Budd, of Detroit, Mich.

STATEMENT OF B. C. BUDD, CHAIRMAN, EXPORT COMMITTEE,
AUTOMOBILE MANUFACTURERS' ASSOCIATION, DETROIT

The CHAIRMAN. Mr. Budd, you are the chairman of the export
committee of the Automobile Manufacturers Association?

Mr. BUDD. Y(s.
The CHAIRMAN. And you are appearing here on behalf of the board

of directors of that association?
Mr. BUDD. Yes, sir.
The CHAIRMAN. You may proceed in your own way.
Mr. BUDD. I would like to say at the beginning that the association

includes practicallv all of the motor-car manufacturers of this country
with the exception of the Ford Co.
I The Automobile Manufacturers Association respectfully urges that
House Joint Resolution 407, renewing the Reciprocal Trade Agree-
ment Act, be favorably reported by this committee and passed by
the'Senate: 

I

Following its enactment in 1934, our association has consistently
endorsed this legislation, believing in the soundness of its principles
and its benefits to the country as a whole,

I would like to take this opportunity of emphasiving a few basic
fact about our business which substantiate this endorsement.

Through a period of some 30 years, the automobile industry has
worked to broaden its markets througn the development of inter-
national trade. I do not think anyoiw can question the success of
these efforts which culninated in'total business in 1929 of nearly
f,000,000 motor cars and trucks. Then in the short time of 3 sue-
ceedinp years, we saw this volume shrine to 180,000 units, a lois of
82 percent.

Naturally, we welcomed the Reciprocal Trade Agreements Act,
whihi was'designed to reverse this downward trend.

Between that, period and 1937, our export business made a sub-
stontial recovery and again reached the appreciable figure of 683,000
units, a netgain from the low of a half million cars and trucks.
I We do not attribute this entire gain to the Trade Agreements Act
alone, but we are convinced it was a most important factor. I

I would also like to emphasize that under normal conditions, be-
tween 10 and 15 percent of our total production is exported" while
from 85 to 90 percent is sold in the home market.

Senator WNuSn. Was that true during the depression?
Mr. BUDD. Yes. sir; it has been true right straight through.
Senator WAlsH. Eveii during the poorest. years of the depression,wns your export business 10 or 15 percent of the total?,
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11 Mr. BUDn. Yes; it stayed,fairly steady. It varied a little due to
local conditions and foreign conditions, but that has been a fair average
during that period.

Senator WA.sis. You may proceed.
Mr. 96D. The 15 percent that goes to export represents hundreds

of millions of dollars and is of extreme importance to successful
operations. My main purpose, however, in citing these percentages
is to define the relative size of the two portions of our market and
assure this committee that we give full weight to their relative
importance..'

It would be suicidal for us to try to increase our business in 15
percent of our market by methods which would jeopardize 85 percent
of our.market. ', , '. I

The main criticism we have heard of the Reciprocal Trade Agree-
meifts Act is that it may prove harmful to domestic agriculture. We
(to not share this view and, as a group, the American farmers nre our
best customers.

'To: the contrary, we believe that the duty reductions that have
been made have had no serious effect on agriculture, while increased
exports have widened the market for farm products. .

In our industry alone, raw materials, as well as finished products
from every State in the Union, go into the manufacture of cars and
trucks: 15million pounds of wool, 10% percent of our cotton, 65 per-
cent of our leather, 53 percent of our malleable iron, 69 percent of
6tw plate glass, and from 9 to 35 percent of such metals as tin, copper,
aluminm, and lead, are consumed by this one' industry annually.
., In' addition to the thousands of men directly engaged in the manu-
facture and transportation of the increased number of exported cars
and trucks previously mentioned, other thousands of farmers and
industrial workers are benefited through sales of the products they
grow or produce, and the still wider market their incomes provide.

Motorcar exports are but one example-all other exports pontributo
equally.
.We accordingly believe that increased exports of manufactured
goods means increased sales of farm produce to the people engaged
m making these goods, and; in the same way, the export of farm
surpluses reflects better business in the farm areas for the manufac-
tureri q ',"Agrioulture 'and industry thus have a common stake in
foreign trade.

Another reason why we desire the renewal of the Trade Agreements
Act is that the question of the alternative is a serious one.

Certainly a policy of excessive protectionism would again load to
retaliatioin, -reprisals, and a closing of the markets which we must
ddpotd upon for the disposal of our surplus production.

An extension of the' act at this timo is urged because we believe
tle benefits already gained will continue. We also believe' other
large and important markets 'for our products may be added to the
22 that have already signed agreements.
I It is double important now, with such unsettled conditions abroad,
aid so many of our normal markets closed to us, that maximum
sales be secured in the countries that remain open.

Sonator VA DENERG. Mr, Budd, I do not need to tell you how
deeply I respect your opinions and those whom you represent nor
how deeply I am interested also in automotive exports.

Mr. BUDD. I recognize that.
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Senator VANDENBERG. And that I recognize the importance of it.
I want to ask you a few questions to explore the subject rather than
to invite any controversy, because I am deeply interested in finding
out what really will encourage automotive exports.

Now, you have referred to the great recovery in automotive exports
subsequent to 1932 when you hit t low, according to the figures
presented to the House, of $76,000,000 in dollar value.

Mr. BUDD. Yes.
Senator VANDENBERG. The trade agreements did not become

generally effective until 1936, so it would be almost the first of 1937
before they were generally effective. Your recovery from the low of
$76,000,000 in 1932 reached $250,000,000 in 1936. That certainly
was a substantial recovery without the benefit of trade agreements,
wasn't it?

Mr. BUDD. That is right. Not that whole period, though, J do
not think, Senater. The Trade Agreements Act wont into effect in
1934, didn't it?

Senator VANDENBERO. It was passed in 1934, but there were no
agreements negotiated in 1934, only two or three in 1935, and only
four or five in 1936, I know it was spread down through the years.
Your export in 1938 was $282,000,000. That was when you had
had the advantage of 2 fairly full years of trade agreements. The
big increase, in other words, from 76 million to 250 million would
indicate, would it not, that your increased exports were due chiefly
to a, recovery of buying power in the world?

Mr. BD . Yes; I think that is generally true. In that period
that you mentioned?

Senator VANDENBE RG, Yes.
Mr, BUDD. Yes, I think that is right.
Sefitor VAND NBuRo. And the increase from two hundred and

fifty to two hundred and eighty-two million is the only increase
which is represented by the active operation of the trade-agreements
program, and I (1o not find that to be a truly impressive increase.

r. BUDD. I don't agree with that.
Senator VANDENBERo. That is what I would like to have you

discuss.
Mr. BRD. In 1937, it reached a total of 360 million from 250

million in 1936. That is a I 10-million-dollar increase, which is very
substantial. The reason that our exports dropped again in 1938
was duo to the unsettled conditions in Europe, mainly, and I think
that you will all recall the Munich agreement and the nervousness
that existed, and natursfly people just did not buy cars in that
period,

Then again, through the 1938 and 1939 period.. I think that other
conditions and influences have outweighed the possible advantages
we might have had from the reciprocal trade agreements.

Senator VANDENBERG, In exploring your figures, which is the thing
I want to do at the moment-for instance, your biggest increase is to
Canada, which rises from $1,800,000 in 1934 to $12,000,000 in
1938-

Mr. BUDD (interposing). These figures do not include Canada,
Senator VANDENBERG. I am reading from the table that you pre-

sented to the House of Reprosentatives. You have Canada in the
figures.

215171---40-18
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Mr., BuDn. Tile exportsto (aida,, but not the Camdian t4a, de.
Senator VANDI, NmuIR. That is what I am talking about-the ex-

ports to Can(dai. The biggest increase was the Canadian increase,
The Canadian agreement did not go into effect until January 1, 1939,
so thlat could not be affected by the figures in this table.

Your second biggest increase was Venezuela
S0nator CLARK (interposing). That was the second Canadiani agree-

meInt, wasn't it?
Senator VANDENnioi. No; that is the first one. The second Cana-

dia agreement was January 1, 1040. Your second biggest increase
was Venezuela, from $1,000,000 to nearly $6,000,000, but the Voane.
',uelan agreement did not go into effect until December 16, 1939, so
that could not have been affected in ainy wity by the trade agreement,.

In other words, in breaking down your figures, I am forced to the
conclusion, that.your chief reliance in this increased export trade ls
been this resumption of foreign baying power. I am. wondering to
what extent that conclusion is Justified.

Mr. BUDD. I think that is altogether possible. You can pick out
certain individual countries like that, but we tire looking at tie thing
more or less as a whole. Tie first Canadian agreement was made in
1936, and there was an improvement in Canadian sales since that time.

Now, as to the Venezuelan situation--...
Senator CLAHK (interposing). Pardon me just a moment. I am

'informed by the Tariff Commission that the first Canadian agreement
went into effect on January 1, 1936, the second Canadian agreement
went into effect on January 1, 1939, and that a supplementary agree-
mOnt went into effect on Januaryy 1, 1940.

Senator VANDENBEOG. That is correct.
Senator CLARK. So that the cycle of Canadian trade agreements

went effect on January 1, 1936.
Senator VANDENBERo. That is correct. I find that this has been

erased in this book, and you are entirely correct about that.
Now, the nature of the benefits also interest me in respect of this

question of what is really responsible for your increased exports.
Take your big increase to Sweden, for example, which jumps from
$4,000,000 to nearly $11,000,000 between'1934 and 1938. The trade-
agreement benefit you got from Sweden was merely a l)inding of the
duty where it was; isn't that correct?

Mr. BUDD. That is right.
Senator VANDENBERG. So that there was no reduction in the Swod-

ish tariff against you. You have the same tariff straight through.
Now, since that is the fact, wouldn't that indicate thatt your increased

Swedish export was essc'ntiidly a recovery of'Swedish buying power?
Mr. BUDD. Yes; bitt Swedish buying power, or in'aiy of these

foreign countries-- the ability to buy over here depends at great deal
on what we buy from them. Through the trade agreements, if we
purchase more, if we increase our purchases from thlm, they can buy
more from us, even though the duties, are bound.

Senator VANDENBERG. I think you can make at point of that.
Senator CLARK. That is one of the essential purposes of the trade

agreements, is it not, to enable foreigners to buy our goods?
Mr. BUDD. That is absolutely right.
Senator VANDENBERG. To. what extleut--- you probably know tas

much about this export problem as anybody who will he l)efore us ---to
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What oxtoz4 do you collide with (iter thiug thani tariffs by way of
barriers iin international taide, emlargoes, blocked exchange, and so
forth?

Mr. BuD. We have plenty of th11t, We hrove almost everything
you ('oul Conceive of.

Senator VANDENIlW. Is it not, ft fact that your highest hurdles are
other things than tariffs in respect to interrupted foreign trade?

Mr. BUD. At the moment. Our greatest hurdle at the moment is
restriction oil exchange.

Senattor JOUNSON. What is that?
Mr. BuD). Restrictiou on exchange, I said.
Senator VANDI)N I -4. In your judgment, Ire We not calculated

throughout the continuation of t'he war period, and then tle I)eriod of
the post-war readjustileiit, are we not likely to continue to confront
that type of barrier in increasing degreee?

Mr. Beui)o. Well, that all depends. I would say that the answer
to that is tiit in the belligerent countries, or in the dominions, we are
liable to, on account of the war reasons. In other words, there is a
concerted action at the moment in sonie of the British possessions to
conserve all exchange for absolute war necessities. In the other
neutral markets, it depends pretty much on what we buy from them.
If we can increase our purchases from those countries and increase
exchange, we (an increase our exports to them.

Senator VANDENDEIAb. What I am getting at is that so far as
physictilly leveling the barriers that you confront other than tariffs,
we have got a problem that, is very serious to you and is not touched
by the tride-agreenients program at all.

Mr. BUiD. Well, it is touched in gi rporl. If we can negotiate
f ieatids orrtide agreements, Mnd as I say, uwrease our purchases from
them sufficient to create this exchange, then we can expect to widen
our export market.

Senator VANDENUERn. I till conceding that argunnt to you.
Mr. BUi)D. 1 don't know whether you quite understood the point

I want to make there, Inl many countries, and particularly in South
America, where the dificulty'of securing exchange has increased
rec&itly'die to the W'ar, thit has been iaaily because many of the
European markets have been shut off to them.

Senator CIARK. In many (uses, these trade agreenients do treat
with quotas, licenses, foreign exchange restrictions, as well as tariffs,
(10 they not?

Mr. BUDD. That is right.
Senator CLAIM. Ill other words, they bind against exchange

restrictions ill somie cases, and they also treat with licenses and other
systems of trade b arrier, and also quotas?

Mr. Bn). That is' right.
Senator CLARK. Not iin all instances?
Mr. BITD)D. Yes.
Senator C0.\1K. But they are the subject of negotiation and

agreement in the trade agree ments?
Mr. BUDD. Yes, sir.
Senator V.uNvF.Nimt n . Do you recall any of the 22 agreements of

these, what Senator Clark describes, in respect to your exports?
Mr. BuDD. I don't believe that I understand your question there,Sculltom',
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Senator VANDENBERG. In any existing trade agreements, have there
been anv corrections in embargoes, blocked exchange, and so forth?

Mr. BUDD. Yes; we have had quotas in some of the markets, and
we have had quotas increased in sonic of the agreements over what
they weic. Is that what you mean?

Senator VANDENBERG. Have any of the agreements touched the
question of blocked exchange?

Mr. BUDD. I don't know.
Senator CLARK. It could not touch the question of blocked exchange

with rcmard to at particular commodity.
Mr. BUDD. I don't know exactly what you mean. Those things

change as the minutes go by, almost.
. Senator VANDENBERG. I ain simply exploring the question as to
whether or not there is effective supplementary action that you might
anticipate to further increase the benefits we could give your export
trade.
I Mr. BUDD. I don't think I can answer that right off, but we will
be glad to check the point and give you the information later.

(Mr. Budd supplied the following:)
The problem of exchange availability is one which is met through the slow but

sore building of good trade relations through trade agreement, and the removal
of trade barriers at the same time. It is our observation that exchange rcstrie-
tions and blocked exchange in general arise from prior restrictions upon the flow
of trade.

The present practice in the negotiation of trade agreements is to provide for
equal treatment for all countries in the matter of obtaining the available exchange.
This clause is designed to prevent discrimination against American exporters,

No particular supplementary action is suggested at this time.

Senator VANDENBERG. All right.
Mr. Budd, do the branch factories that have been built abroad,

which I suppose are now mostly, superficially at least, independently
owned units, do they in turn ever provide competition for our exports
in your line of business?

Mr. BUDD. Generally not. I don't think so. You mean assembly
plants abroad?

Senator VANDENBERG. Yes.
Mr. BUDD. No; I would not say so. I will tell you one thing they

do do--they force more or less ill the companies to assemble in those
particular markets. There has been an attempt on the part of many
countries to build up domestic labor, I mean increase the employment
of domestic labor and make certain concessions in duties to 'foster
that movement, and if you do not ship unassembled units and assemble
under those conditions, then it would be pretty difficult for you to do
business in those markets. It depends entirely on the individual
country and how high the preferential tariff is. But on the other hand,
where there has been a sincere desire, as I say, to increase employment,
the concessions have been quite large, and as a result the delivery
prices of the cars have been lowered, and we get a wider margin under
assembly than we would or than we did have prior to assembly.

Senator VANDENBERG. My question was inspired by something I
noticed in Mr. Gifford's testimony before the House, in which lie said:

For example, German cars were going into South America. It is true that they
were General Motors cars, but they were being made In the plant there and being
sold into South America in substantial quantities.

Does that represent a major competitive factor in exports; in other
wofds, are we competing with ourselves?
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Mr. BUDO. It has not as yet reached those proportions. The sale
of German cars has been mainly on a basis of Government subsidy.
Without that subsidy, I do not think that we would have much com-
petition from European cars in any of the foreign markets outside of
tha market where they are manufactured.

Senator VANDENBERG. 1. notice the Australian Government has just
enacted legislation and provides a bounty on motor-car engines of 15
horsepower or over, manufactured in Australia containing not less than
90 percent of Australian material. This legislation provides a bonus
on 60,000 motors in the following rates, $120 up to 20,000; $120 for
the second 20,000; and $80 for the last 20,000. A 5-year monopoly
has been granted to the Australian Consolidated Industries in that
connection.

Mr. BUDD. Yes.
Senator VANDENIORG. Is that not typical of the trend in the direc-

tion of self-protective, self-containment which we are bound to con-
front all over the world?

Mr. BUDD. You vill always have that. You will have the attempt,
at least. We (do not think that those attempts are going to be very
successful.

Senator VANDENBERG. Is that not emphasized first by war condi-
tions, and secondly, won't it be by post-war conditions?

Mr. BuDD. In the Australian case, it is mainly war conditions and
the protection of Australia in the east. In other words, they feel
that they must have a manufacturing development there for their
own protection. As far as the automobile. manufacture is concerned,
they have taken testimony there for the last 2 or 3 years, and pretty
conclusively proven that it is economically unsound to build the
motorcar, anlthe subsidy is not based today on the economic basis,
but on the necessity of building up a manufacturing industry for self
protection.

Senator VANDENBERG. Has the Japanese effort to produce a cheap
car succeeded in any fashion?

ll'. BUDD. No, sir.
Senator LODGE. Mr. Budd, I notice by your statement tl.tt in 1937

there was an export of 683,000 units?
Mr. BUD. Yes, sir. That figure covers overseas sales including

prodWtion in Canadian plants.
Senator LODGE. And judging by what you said to Senator Vanden-

berg, all of those were assembled in foreign countries, is that right?
Mr. BUDD. No.
Senator LODpa,. Not all?
Mr. BUDD. No. That 683,000 includes complete units and parts

assembled.
Senator LoDGE. How many were completely assembled over here?
Mr. I UDD. I don't know the exact quantity. Better than half I

would say.
Senator LODGE. Then about half were completely made in this

country, and a little less than half were not completely made in this
country?

Mr. BUDn. I would not venture to say that offhand, because I
don't know, but hi our own company--that varies according to the
companies. We probably shipped two-thirds of our cars or more,
completely assembled. Somo of the other companies have a different
figure.
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Senator LODGE. Can yoI find tht out for the record?
Mr. B um). Yes, sir.(Th0 information was furnished, and is us follows:)

Based on dollar volume (foreign assembly not. available in units) 74 percent of
American car exports wore asseImbled in the United States in 1938. Tn 1939
the figure was 73 percent assembled here and 27 percent assembled abroad.

Senator LODGE. Do you believe that the American demand for
ears is so saturated that 683,000 units could not be absorbed here?

Mr. BunD. Well, the domestic market--we are certainly not losing
any opportunity to sell all we can here.

Senator LODGE. 1 know, hut that is not what I asked you. l)o you
believe that you are selling all the cars that can he sold in this country
today?

Mi.. BUn)n. Yes; u uder l)reseuit conditions.
Senator LonOE. You do not think there is any possibility for growth?
Mr. Bunn. Oh, yes; surely.
Senator LODGE'. 'You (10 not think that everybody who wants

car in this country has got one? You don't think that?
Mr. Bunn, No; what I do mean is that we are selliltg all th ears

that we can sell today In this country.
Senator Lon)oin. With the present amount of wealth that exists in

the hands of the American citizens?
Mr, BUi)D. And whatever we get for export is additional business ,

When you say, "Is thait the limit of absorption of thedomestic market?"
I say "No"; conceivably in 1942 or 1943 or something, like that, this
country may absorb another million cars, but that would have ino
effect--the ears that we export would still be in excess of that extra
million.

Senator LODOE. Wouldn't you rather sell a car to a nman in Massa-
ehusetts, let us say, or in Missouri, or Colorado, than to a man in
Europe; wouldn't you rather do it; wouldn't it, be a better thing to do?

Mr. BUDD. I don't know. We are not particularly interested in
that point, Our main interest is to sell ears wherever we can and
broaden our market as much as possible.

Senator LODoE. Is it not a fact, though, that a nmn in Massa-
chusetts buys parts and lie buys oil and gas and lunch at the wayside
food stand,'and buys all of that ii) this country?
Mr. Bum). Yes.
Senator LODGE. And the fellow who sells him sandwiches may ill

turn buy a car from you?
Mr. BUInD. That is true.
Senator LODGE. That is true, isn't it?
Mr. BuD. Yes.,
Senator LODGE. That is not so in Europe, is it? Why isn't it much

better to sell those cars here?
Mr. BUDD. I think that is a rather technical point.
Senator LODGE. Well, it is a very important point.
Mr. BUnn. No; because there are advantages on the other side, too.
Senator LODGE. What are they? That is what I want to know?
Mr. BUDD. I am talking about building up international trade.

I can see advantages in certain exports and in certain imports here,
an1 I think the two-way trade like that is an advantage for better
conditions throughout the world.

Senator LODGE. How?
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Nr'. BDD, Because we cannot .tand alone here against the rest of
the world, Our prosperity depends too much on world conditions.

Senator JOHNSON. We ity have to stand Alone,
Senator LOI)Oi, Don't you think it much better if our prosperity

only depended on ourselves, and then we could control the situation?
Mr. Buvm. It might be if it did, but I don't think it does.
Senator LODGn, Certainly a European who buys an American auto-

mobies does not buy parts in this country; lie does not bu) tires and
gas and oil.
.Mr. Bvn, ie does bly parts, and although he does not buy gaso-,

line, a1 good part of that comes fronl lere, too.
Senator LoI),. But le does not buy his tires in this country; be-

does not buy his tires and prt,; from an American dealer.
M'r. Bun. No; but lie buys them from American factories.
Senator LODO-. I think we have gotten as far on that as you and I

call. I have one more question. On page 4 you say:
Another reasoii whv we desire the renewal of the Tradc Agreemens Act is that

the question of thi alterniati'e iy a serioiis o11'.

Then you say:
Certainly a policy of excessive irotectionim would again lead to retaliation,

reprisals, and a closing of the iiarkets which we mut depend upon for the disposal
of oar siuriphs prodcitioji.

Why do you think that the alternative to this polikv is a policy of
excessive protectionism?

Mr. Bumm). That has been our past history. I think we have got
to go one way or the other.

Senator Lonor,. Do you think we have to be excessive, about it?
Mr. Bui)t. It has been in the past.
Senator LOD,. But you im ply that you think it, is going to be.
Mr. Bum), IThat is exactly the way the trend leads on t iriff issues,

in my opinion, anid by the past experience.
Senator LODG, Yo1u think it is either this or else we are right hack

to the Sinoot-Ilawlev?
Mr. Blvu. Yes; I( do.
Senator Loimn,o. Here is (one who does not care this much about

the thesis of Sioot-liaiey. That is all I have.
Senator CLARK. Mr. Budil, ota this matter of excessive protection

and retilli,tion, is it not a filct that by or' oiginl or initial system
of excessive protection, as you say, your experience its been, and
certainly it has beet my observatioi, culmilating ill the Sinoot-
Tawley' bill, we started a. system of retaliation all over the world
which we catnnot ourselves control now except by reciprocal-tr ade
agreements of soine sort?

Mr. BUDO. That is 1I)soliitely correct.
Senator CLAK,. In other words, the rest of the world having fol--

lowed our evil example in setting uI) a system of prohibitory tariffs,
we have no assurance that if we were 'to start in and rectify our
course ttd reduce our tariffs that the rest of the world would follow
our good example as they followed our evil example.

Mr. Bir.. We (1o not htave any assurance in tlat rega Pd, and, ill
fact, oil past experience, I would 'say that we would get retaliation.
Ttere is no question about it.

Senator CLARK. Ol this matter of foreign phlts of these auto-
mobile industries--and the other industries, of course, are in tile
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same situation. Those plants were not built because the American
manufacturers particularly desired to build branch plants in foreign
countries, were they? ihey were built, were they not, because it
was necessary to do it to get behind the tariff walls in your retaliatory
system of tariff rates; isn't that correct?

Mr. Bumr. Yes; it was because the tariffs were so formulated that
we had to (1o it, We did not (to it because we wanted to,

Senator CLARK. In other words, we passed a very high tariff 1111d
Canada promptly proceeded to retaliate by enacting a very high
tariff, to use one example, and in addition to that, and brought about
very largely through its influence, the British Empire system of
preferential tariffs followed, among other things, with a higher tariff
on assenbleld cars tihai on nomiassenibled ca's, lld it was necessary
in order to got in the Canadian market at tll to go ond build branch
plants; is that correct?

Mr. Bum). '['hat is correct.
Senator CLARK. 1 will read you a statement, which I will ask to

have inserted in full in the record. I will just take the trouble to
read a couple of paragraphs from an article in the New York Times
of January 26, 193), hea(led 'Trade Pacts Curb United States Units
Abroad,'' by Charles E. Egan. I will also ask to insert in the record
an article entitled "Our Many Factories Abroad," by Herbert
Lawrence, appearing in the Natiomud Financial Weekly under date
of September 19, 1938. I will read the first two paragraphs of the
article by Charles E. Egan and will ask to have the entire article
inserted In the record [reading:

Revising a trend which has disturbed economists since the middle 1920's, the
reciprocal-trale policy of the administration has curbed the establishment of
American branch fiatories abroad, leaders in foreign trade agreed her(, yesterday.

The value of foreign units for the manufacture of American goods, it was hold,
is steAdily dimnishiig, as tariff and trade barriers in foreign countries give way
before the reciprocal-trade agreements being negotiated by the Department of
State. Economies possible in the mass production of home factories, together
'with the freer access now being accorded goods in foreign nations, are given as
the major reason foe the change.

(The entire article is as follows:)

TRADE PACTS CmmB UNvrrEuD STATrS UNITS ABROAD

FOREIGN B4RANCII PLANTS' VALUE FOUND STEADILY DECRIEuA5ING ACCOIUDINO TO
TRAD JiRS--ECONOMIES I'OS5IiLE I'IRE--MANY COMPANIES J)NALINO DIRmcTlY
wire BUYEItRB IN ALL PARTS 01 nirsul EMPIRE

By Charles E. Egan

Reversing a trend which has disturbed economists since the middle 1920's, the
reciprocal-trade policy of the administration has curbed the establishimeut of
American branch factories abroad, leaders in foreign trade agreed here yesterday.

The value of foreign units for the manufacture of American goods, it was held,
is steadily diminishing, as tariff and trade barriers iii foreign countries give way
before the reciprocal-trade agreements being negotiated by the 1)epartnimet of
State. Ecomiies possible ill the mass production of home factories, together
with the freer access now being aceordedgoods In foreign nations, are given as
the major reason for the change.

FEW UP-TO-DATE FIGURES AVAILABLE

Few up-to-date and reliable figures covering the number of foreign branches
maintained by American companies are available, but recent estimates of foreign-
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trade groups place the number around 3,000, This figure compu res with an
official Government estimate of 1,819 submitted to Congress in 1932 by tile
Department of Commerce which also estimated at that time that 450,000 workers
were eMployed if) the foreign branches.
The difference between the recent unofficial estimates anl the Goveriment

report on the number of plazits in 1132 is accounted for by a rise of almost 100
l)crcent II the nulmnber if Canadian branches and increases of 10 to 20 percent in
the number of branch factories in Europe and other parts of the globe.

ImmeIldiately after the ]:mpire trade agreements were concluded in Ottawa
ill 1032, a scramble of Amierican producers to establish h branch plants in Canada
and other arts of the British Empire eiisiied and continued until the reciprocal-
trade program of the Amef-icant (overmmnt was well under way.

Canada now, according to export-trade groups, is iio hiige, drawijig branch
plants, and a number of the smaller American units have been closed. In England

ber branches are now in operation, and no new ones have been opened in
months. Many of the companies which formerly used English or Canadian
Plants for the manufacture and shipment of goods to oUhier parts of the Empire are
now dealing directly with all parts of the British Empire.

The situation has progressed to the point where, according to private advices
reaching exporters front London last week, a number of producers have become
alarmed and are urging a new Empire trade agreement under which goods not
uanufactumed in a colony or dominion would be admitted duty free when shipped
from another part of the British Empire. The suggestion is not taken seriously
here.

OP'IRATING PLANTS IN OlHUMANY

Factories are still being operated by American interets in Germany, Italy, and
several other countries where it is next to impossible to ship in nonessentials from
abroad, but there has been a noticeable decrease in the operations of plants in
other parts of Europe and in Latin America.

Manufacturers of automobiles, office equipment, and electrical products contend
that their branch factories went up originally to escape 'tariff and trade barriers
thrown up against American products aiid will be closed as the necessity for such
safeguards disappears. Foreign branch factories, they add, are not satisfactory
under the most favorable conditions, namely, because time unit costs of production
are extremely high, expenses of administration and supervision are heavy, while
tire profits realized are small,

Isourec: Barron's, The Natinal Finuineal Weekly, September 19, 10381

OUR MANY FACTOIMs Aen OAD

By Herbert Lawrence

UIiNESS IiANDLND BY /"UCI[ UNITS Msl' BE RECKONED WITH MXPioa'rS IN ASSAYINCI

EFFECTS OF WAR

Our interests i) foreign markets are only partly measured by our total 1937
exports of $3,345,158,000. To an increasing degree in recent years, American
companies have built or acquired manufacturing and assem.ibly plants abroad iii
order to overcome the handicaps of foreign tariffs and quotas. Because tho
amount of business handled by these foreign twits, and the amount of earnings
derived therefrom, are seldom stated in financial reports, it is impossible to de-
termine how large our stake is in foreign business.

Even if foreign subsidiaries of American industrial companies in belligerent
countries should have good business in the event of war, it is likely that earnings
could cot be transferred out of the country. And after another serious war,
currencies of time belligerents would almost inevitably be devalued, thus causing
foreign exchange losses or) tile transfer of funds,

Our biggest customers abroad.-Europe was by far our most important customer
last year, taking $1,356,000,000 of our merchandise exports, Latin America
ranked next taking, $640,000,000 of our.goods. 'P Asia we exported $580,000,000,
and to Canada $509,000,000, No other single country exceeded Canada in
Iniportance except the United Kingdom, which took $534,564,000, this sum being
included above in tile European total.
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Some measure 'of tie importance of export business to inlividual iriilstres is
revealed in the following table of 1937 merchandise exports. The items in this
table represent 87 percent of United States exports ill 1937. Figures are ia
millions of dollar,:
Elet trial machinery and appairatus .
Industrial machinery
Agricultural machinery and impiements . -

Petroleum and products.
'Cotton, unman factured ------------------
Autos, parts, and accessories. .
Iron and steel mill products
Chemicals and related products .
Tobacco .
Copper, ore, amil mamifactures . ...
Fruits and nuts ..
Coal and coke -.. . ..o. .r
Wheat, including ir .-
Cotton marufactures.
Sawmill products -------
Iron and steel mnallffaetires -

Pack ing-house products .
Aircraft and parts.
Rubber and manufactures
Paper and manurfactiures .
Paper base stock 
Books and printed matter
Photo equipment and goods .
Naval stores, guns, resins --------
Wood nanufactrres ...---

-. 112,6
.. 210. 5
. . . .. 75.

. . .376. 3
......................... 368. 7
... .. . .. 346. 8

299.9
139. 4
134.5

. .93. 5
.... .. . .82.2

.. ... ... . . .. .. 6 7 .4.. .. 76. 2
.. .. . . . 59, 7

. ... . ... 53.7

.. 42.6

.. 39, 4
. .... - 32, !

31.1
23.0

. .. . ... 22. 8
22. 5

-. .- 22.1
. ...... 20,2

Petroleum leads the list of 1937 exports. It is safe to say also, that American
investments in foreign oil properties ate greatly in excess of American invest-
rerrts in any other single industry abroad. For example. both Standard Oil
Co. of New Jersey and Soconv-Vacuum Oil Co. have world-wide refining and
marketing organiations. Both conmanies have holdings in the company con-
trolling the Iraq petroleum fields, The New Jersey company also has producing
interests in Rumania. Texas Corporation and Standard Oil of California each
has a 50 percent interest in Bahrchi Ptrolemn Co. which has large crude oil
reserves on the island of Bahrein in the Persian Gulf, and which refines amid markets
oil abroad,

Third largest item in our merchandise exports is aritorobiles, parts find acecs-
sories. Irn addition, the large iiotor companies have plants abroad, General
Motors Corporation not only manufactures in Canada hit also has interests
in the Vatixhall Motors in England and the Adarr Opel Co. ili Germany. Chrysler
has assembly plants in Great Bir-itain and Belgirm, hurt manirfactuir: abroad
only in Canada.

United States office opplioarcs fored. '-.li the item of "Industrial ruaehiriery"
is Included the viduo of office-appliance exports. Few American iudistries have
a larger stake in foreign business than tire office-equiproent companies. For the
latter companies, from 25 to 45 percent of total volume is accoruted for by
foreign sales, A number of thees companies also have plants ir Europe, including
International Business Machinems Corporation, Remiiiton Rand. ile,, and Na-
tional Cash Register Co. Foreign Hales of the latter in 1937 were atiomt 411 or-
cmt of total volume, Sales in the Britishl Illpire accorint for' almost half of
Cash Register'stotal forelri sales.

Our machine-tool industry does a large export business, In this group, E. W.
Bliss has plants in London and Paris. The company makes metal-working
machinery, rolling-mill equipment, and various military Sirlihlies.

Another representative of the industrial niachinery group is Ingersoll-Rand
which has plants at Quebec and at Maricelster, Engiand. Its foreign business
accounted for 40 percent of its total volume iin 1937.

Our chemical companies have staved pretty ri cli at home, although their
,export busiriess is quite substantial. ' Uilori Carbide & Carbou Corporation has
a ferro-alloy plant in Sweden, Monstanto has a chenical subsidiary in England.
Hercules Powder Co. has subsidiaries in England and Holland. I,'. I. )u Pont
de Nemours Co. has a number of subsiliaries in Latin America but none in Europe,

'Commercial Solvents Corporation owns the majority stock in a i righish solvents
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Contipimy. Take i as a while, for'eigin business if tihe eleniea[ Ii diistrv is of minor
i mporlt aIee.

''he taltl, indicates that eXp)ort ,isincss of the rubber industry is negligible.
!.ir(,st('e 'ri'ie & 1tht)er (o., Goodyear Tire & 10iblier Co., and 3. I. Goodrich
(o. all lave manufacturing iitcrests in Britain, but such commitmnents are rela-
tiv'ely small. United States Rubber Co. ha.s plants in Canada, but not in Europe.

Whili- exiurt btisiiness of 1,lie agricultiiral-nii iacinery cml)anies is substantial,
a very litrge pa rt of such sales are made in Latin America aind Canada. However,
hitermational Harvester (. has plaits in France, Germany, and Sweden.

Btihlini cqtvipmmit companies' 4tak.--(loth America Radiator arid Standard
Saiiitiiry Corporation, and C(rane Co. have a enomiiderable stake in the foreign
market. Radiator [lis 1i plants ill tile United States and 10 in Eiugland anld
Ei'iripe. range e hia plainit; iii Fralle and England as well as Canada.

Corn Products lRefining Co, does a considerable foreign business, Its domestic
factories have a corn-griiding capacity of 155,000 bushels daily, while foreign
factories have a valiaeity of 65,000 uishels. Plants are in Eiglandi, Germany,
Italy, Frauce, Holland, A' ugoslavia, ard Czechoslovakia.

Well lown in the list of exports is photographic eqiipmeut and pt'ojeetion goods.
Net sales of Eastman Kodak Co, alone for 1037 were $136,111,878, compared with
exports for all Comlanies of S22,500,000. Nevertheless, Iastman's foreign stake
comprises nut only its exports but also its live plants in Eurolie and one each in
Ciaada ariul Australia.
The table of exl)orts doesn't give recognition to the imlportance of foreign film

rentals to the American motion-picture companies. Probably aiout 35 percent
of their totidlim iiichno is derived from t lie foreign market--a soflicient volume,
im all likelihood, to represent the ditlerence between profits and losses. However,
by far the biggest portion of these rentals comes from time British Empire and
Latin America, rather than continental Ettrope. Of course, a protracted and
exaimustiiug war might seriously impair theater attendance in Great Britain

Senator CLARK. lbs what, I have ireati been ill accordance with
V011r observaltion, Mr. Budd?

SMl'. BunD. Yes, I wOld saY that we wolld prefer to build complete
'ill's here. We have only started the assemnIbly plants abroad to

o<vercoilte the high tfiriffs'that have been passed there. Under the
existing conditions, as I said to Senator Vandenberg, under the
tariffs as they have been passed, we have been able to iritease our
business in those imarkots over and above the tariffs that have existed
before, but Oil it basis of the reciprocal agreements and negotiation,
if those tarilhs could b, lowered to a reasonable basis, we would
iefer to build our ('rs hero completee, and I an sure that we would
et, more business through that type of negotiationl.
Senlitor CLAnK. Now, as a matter of fact, Mr. Bdtid, is not true

that so far as the aurtonnobile in(ustry is concerned, that iin the foreign
markets .- 1 1,m not, speaking of the animnrfacturer, in t, he country in
which von mIight be competing --but so far as the foreign markets in
general are conl'ermd, there is no nation ill the worhl tht Cl1n ('olmete
with the American aotiomo bile trade if the American a utonobile
trade gets an even break in the foreign intirket, is t hat correct?

Mr. Bum). That is correct.
SenlAtor CLARK That is (iue to the greater skill and greater orgali-

ration and advance in the facilities that iha. been made in the tradeill this eotintry?

Mr. BuD). That is correct.
Senator' CLARK. Now, Mr. Budd, I put. in the record here yesterday

some figures showing the increases in wages an1( ri ml st'ies in the manu-
facturing industries in the United Slates over a period of years begin-
ning in 1932. Of course, that has reflected the prosperity to agrieul-
trure and every other business in this country, has it not?

Mr. BUDD, 'Yes.
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Senator CLARK. You said a moment ago that the American farmers
were your best customers. It is also true that your employees and
officers in the industry as a whole in this country are the best cus-
tomers of American agriculture. That is equally true, isn't it?

Mr. BUDD. That is why I say I think we both have a common stake
in this.

Senator CLARK. And if by increasing the export business of the
automobile industry and other industries in this country they are
made more prosperous, it is necessarily reflected in agriculture and
every other element in the country?

Mr. BUD). By increased buying in the home market, yes.
Senator Cr,,K. I notice in your statement here that you say:
I would also like to emphasize that tinder normal conditions, between 10 and 15

percent of our total production is exported, while from 85 to 90 percent is sold
in the home market. The 15 percent that goes to export represents hundreds of

millions of dollars and is of extreme importance to successful operations. My
main purpose, however, in citing these percentages is to define the relative size
of the two portions of our market and to assure this committee that we give full
weight to their relative importance. It would be suicidal for us to try to increase
our business in 15 percent of our market by methods which would jeopardize
85 percent of our market.

Now, on yesterday we had testimony from a gentleman, Mr. Mollin,
of the Cattlemen's Association, who took precisely the contrary view,
He said that our foreign trade only amounted to 5 percent, and that
it would be necessary to increase our foreign trade a hundred l)ercent
in order to make up for the damage done by the relatively small
importation of say 5 percent. You do not agree with that theory at
all, do you, from your experience?

Mr. BUDD. No; I (10 not agree with it.
Senator JOHNSON. Do they import any automobiles into this coni-

trv?
Mr. BUDD. Very few, if any. The quantity is negligible.
Senator JOHNSON. That is the difference between your position

and Mr. Mollin's position. In Mr. Mollin's industry, they import
8.9 percent of our total consumption of beef-

Senator CLARK (interposing). There was some dispute about those
figures, Senator. That is based on the Federally inspected slaughter
and not on the total slaughter in the United States.

Senator JOHNSON. That is right.*
Senator CLIK. As Mr. Mollin admitted during his examination.
Senator JOHNSON. He did not pretend anything else, His testi-

mony did not show anything else. But in the automobile industry,
we receive no importations. Now, I am glad that you make refer-
ence in your testimony here showing your gratification at your home
market, but I wouldI like to give you this illustration. In my State
of Colorado, we find that in our sugar-producing section, that for
every 15 tons of sugar that we produce, our people in that section
buy one automobile, we find also that for every 415 tons of sugar
that Cuba sells on the American market, that Cuba buys one auto-
mobile. Now, you have 15 tons versus 415 tons. Do such statistics
mean anything to you?

Mr. BUDD. No; not a great deal.
Senator JOHNSON. Why?
Mr. BUDD. Well, I think you have got to look at it in a much

broader sense than that. This country absorbs some 41 or 5 million
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cons of sugar a year, doesn't it? We do not produce all of that sugar.
Now, it does not necessarily mean that if the State of Colorado pro-
duced 4,000,000 tons, that we would soil one car for every 15 tons in
that State.

,Senator JOHNSON. Yes; you would. We are curtailed in the pro-
duction of oui' sugar by the administration and by the Congress,
They do not let us produce sugar; they curtail us and stop us and
place an embargo on it and give our market to Cuba.

Mi. BUDD. Well, I don't know-
Senator JOHNSON (interposing). And the automobile industry

suffers.
Mr. BUDD. You are getting me into a business that I don't know

much about. I am not a sugar man.
Senator JOHNSON. It is your business to know and sell automobiles.
Mr. BUDD. That is true, but not sugar.
Senator JOHNSON. But sugar has a very definite bearing upon the

sale of automobiles?
Mr. BUDD. What I mean is, that I do not pretend to be an expert on

sugar, and I do not think 1 would argue that point.
Senator JOHNSON. You do not believe that you are losing the sale

of so many automobiles by having sugar purchased in Cuba as against
in Colorado and other domestic producing sections? I do not think
that you can laugh down that testimony.

Mr. BUDD. I do not think you zan balance one business against
another in that respect.

Senator CLARK. Senator, will you permit me to interrupt to ask
you a question on your statistics?

Senator JOHNsON. Yes.
Senator CLARK. How do you arrive at those statistics? It is nec:s-

sary to do that simply to take all of the figures for sugar production
in Colorado and all of the figures for automobiles purchasedd in
Colorado-

Senatoir JOHNSON (interposing). Not in all of Colorado. We only
produce sugar in certain sections.

Senator CLARK. You certainly make the assumption that every
dollar of revenue from sugar goes directly into the purchase of an
automobile, don't you?

Senator JOHNSON. No.
Senator CLARK. It is necessary to do that in setting up any such

formula without reference to the actual purchase or what actually
ha ens to the money.

senator JOHNSON. As a matter of fact, Senator, the producer of
sugar does not receive all of the revenue from that sugar.

Senator CLARK. I understand.
Senator JOHNSON. In our sugar-producing area, we have little cities

and towns where business flourishes and every one gets a portion of the
sugar dollar and, by the way, others get a larger portion than the actual
fariaer who produces it, but it is spread around among the lawyers and
the dentists and every one else.

Senator CLARK. That is usually true under the high protection tariff.
Senator JOHNSON. And the merchants everywhere receive a portion

of that sugar dollar, and naturally of course they buy automobiles,
too, but it is very much iu the interest of the automobile industry that
all of these professional men and business men and industry as a whole
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in this country have an opportunity to make these dollars and spend
them, because when they do make a dollar, they spend it for an
automobile.

Senator CLARK. [et me finish my question Senator. In arriving
at the number of sugar automobiles, let us say, in Cuba, what you do is
simply take the amount of sugar exported from Cuba--

Senator JOHNsoN (interposing). The importation.
Senator CLARK. I mean the importation of Cuban sugar into the

United States, and divide into it the number of automobiles sold in
Cuba?

Senator JOHNSON. 'From the United States.
Senator CLARK. From the United States.
Senator JOHNSON. That is exactly right.
Senator CLARK. In other words, you arbitrarily and violently as-

sume it seems to me, that there is a direct ratio between the auto-
mobile business and the sugar business which does not necessarily
hold good at all. In other, words, the revenue from sugar might go
into a great many other Ameriean commodities as well as automobiles,
and the revenue from sugar in Colorado might equally as well be
spread over several other different commodities, so that it seems to
me that by taking just two sets of figures without any apparent re-
lationship to each other, you present a false picture.

Senator JOHNSON. We give credit for all the autonmobiles they buy.
Senator CLARK, And you divide into it--
Senator JOHNSON (interposing). We give the Colorado sugar-beet

section credit for all of the automobiles they buy.
Senator CLARK. But you divide into that only the amount of sugar

imported into the United States.
Senator JOHNSON. That is right, and I think it makes a startling

and vivid concrete example.
Senator CLARK. I think startling is a very mild word. I think it

is a grotesque picture.
Senator JOHNSON. It shows the advantages to the automobile man-

ufacturer. Now, just one more question. You indicate that you
are very well satisfied with the conditions as they are under the
recrocal-trade agreements now existing?

Mr. BUDD. Yes.
Senator JoHNsoN, You are ircry well satisfied with your foreign

market?
Mr. BUDD. No. With the foreign market as a whole?
Senator JOHNSON. Yes. You are very well satisfied with your

export of automobiles, aren't you? You are very well satisfied witfh
that situation?

Mr. BUDD. I don't think I understand your question. Naturally
we are satisfied with the trade agreements that are signed; yes.
I Senator JOHNSON. Of course you are. But are you satisfied with
the automobiles which you are selling at the present time? Are you
satisfied with your present exports?

Mr. BUDD. No.
Senator JoHnrsoN. You are not satisfied?
Mr. BUnD. No.
Senator JOHNSON. How much do you want to increase them?
Mr. BUDD. All that we can increase teem. Isn't that natural?

We try to create aswide a market as we can,.
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* Senator JOHNSON.. Yes;'but what are your reasonable expectations
for increasing them? You work a-year ahead and you know about
what you are going to sell next year and the year after that.

Mr. BuDD. I don't think anybody could answer that question,
today, with existing conditions, because too much of it depends on
what is going to happen in Europe. We cannot anticipate today
more than 30 'r 60 days ahead. The world markets, the export
markets today, are too greatly affected by the European conditions
to forecast far in advatuce.

Senator JoHNsoN. Are you likely to sell more automobiles next year"
than you.,old last year abroad?

Mr. BunD. No; If con( * mean in 1940?
Senator JOHNSON. , your present expect, s.
Mt. Bunn. If y present conditions continue, d I mean condi-

tions as they arY iday, we will pr 3 ~ably sell less ctr 1940 tha4 we
didI in 1989.

Senator J NSON. Andl next euar probably will Istill less?
Mr. BUY) . Well, it e n(ls C happens. We -e under a

restricted market aw te in. nt.. , se itions c ge, we.
would go ack up t4 a 1ud ket.

SenaPt( JOHNSON. e n ket1 ting that u have-
to tic to hie thing thaty you de end io

Mr. lr). Yes; to tle eo t Q po r i;4V1 cc with tlt? and
I have id that I tesn 1 n wou' to inere o that
'15 perce tat the.. p the a What we.are at pting
to do is ePxpan our e ma r ,, oftprcent, and ve try
abroad t do that j5tt us o ti et. Pr tically
all of tle ompaniosin indu at, e t o division, one export
division, d in the port divisi we d not a gre deal of
attention the domestic ma. he do es iviso attempts
to got all of eo market it o Ibly la and ,try to go 11 that we
can. On top' that, you blight sV, at tile company s a whole is
trying to expan its total market, regardless of wherA may be ex-
panded in any pl where we can expand it.

Senator JOHNSON. entirely regardless 9bflat may happen t
the rest of th e co n try ?' d th at p

Mr. BmD. Oh, no, no. I 'fi1cThowvred that point, that we-
certainly are conscious of the relative importance of the 85 percentlof oir market and that we' woult not attempt, to increase our export
market at the expense of our domestic market.

Senator JOHNsON. You say you still want to go out and sell luore
and expand more, knowing that that means more imports into this
country of competitive commodities, and still you want 1,o sell more
automobiles abroad? o

Mr. BunD. We would not want to sell more if the imports jeopar-
dized the home market, We do not believe they do. They have not
to date, in our opinion.

Senator'J0HNsON'. That is your opinion only?
Mr. BUPO. That is all I stated it a s--as iky opinion.
Senator JOHNSON. That is alLI
The CHAIRMAN, Thank you very much, Mr. Budd.
Mr. R. W, Gifford, representing the Detroit Board of Commerce,

was scheduled to appear today, but sent a wire indicating that he
would not be present. The committee has received a statement
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from him approving the pending legislation, which I will insert inthe record at this point.
DETROIT, Mien., February 28, 1940.

To the Senate Finance Committee:

RECIPROCAL TRADE AGREEMENTS

You are now holding hearings ol extension of the act which authorizes the
negotiation of reciprocal trade agreements, The board of directors of the
Detroit Board of Commerce on recommendation of our foreign trade committee
has voted to give this foreign trade policy its wholehearted support,

We had reserved time with your committee for personal testimony but upon
receipt of a telegram from Mr. F. M. Johnston, clerk of the Committee on Finance,
stating the record of the House Ways and Means Committee is in the hands of( oit gentlemen and that there is a desire to avoid duplication and shorten the
rearing as much as possible, we have canceled that appointment.

At pages 1452 to 1483, you will find the formal statement presented in behalf
of this organization together with a rather extended discussion between the House
Committee numbers and myself.

We ask that you favorably report the joint resolution in question.
Yours very truly, R. W. CIFF'OaD,

Chairman, Foreign Trade Committee.

The CHAIRMAN. The next witness is John G. Lerdi, of Now York
City, representing the Wool Ihat Manufacturers' Association of
Anmerica, and other domestic interests.

STATEMENT OF JOHN G. LERCH, REPRESENTING WOOL HAT
MANUFACTURERS' ASSOCIATION, OF AMERICA, AND OTHER
DOMESTIC INTERESTS, NEW YORK CITY

Mr. LEcim. I have been advised by the clerk that you desired the
appearances to be as brief as possible. I have here, representing three
different groups, a statement of the Wool Hat Mfanufacturers of
America, which I would like to submit for the record without taking
the time to read it.

The CHAIRMAN. It will be placed in the record.
(Seime is as follows:)

Re extension of the Trade Agreements Act;
CHAIRMAN, 8ENATIn FiNANCE COMMITTEE,

United States Senate, Washington, D. 6.
Sin: The wool felt hat industry is oplosedI to the Doughton resolution to cort-

tinqe for 3 years the administration's reciprocal-trade-agrpepont program. It is
opposed generally as uneconomic, unconstitutional, and niprognated with
tendencies destructive of our objectives to remain at peace with foreign powers.

Specifically, we object ou the grounds following:
'I ie organic law (sec. 350 amending the Tariff Act of t930, approved June 12,

1934, H. It. 8687) by section 2 (a) thereof repeals section 516 of the Tariff Act of
1930. Section 516 provides the only remedy at law to which a domestic producer
can resort in matters affecting customs, Without it, the producer is at the
mercy of the Committee for Reciprocity Information and the other administra-
tive officials whose activities are secret and whose determinations are not subject
to judicial review. Nevertheless, they are exercising a power after proclamation
by the President directly affecting the general welfare and our economic and
social existence.

The act erects a plenary power divbrced from judicial review. Congress, by its
delegation of its power over taxation and foreign trade, divests itself of powers
granted exclusively to it by the Constitution and by the same token removes
from the exercise of the power all possibility of judicial revhw.

The above Is true as manifested by tihe fact that practically the last amendment
In the Senate when the bill was originally before that body for enactment was the
amendment sponsored by the chairman of the Finance Committee, who, upon
question, explained to the Senate that the purpose of the repeal of section 516
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in connection with this act was to Irevent interference by anybody ini the adnin-
istration of this law by the proper officials. We believe this act to be unique in
this respect, since we know of no other legislation where Congress has deliberately
deprived a citizen of his constitutional right of judicial review, thereby making
the action of a government official final and conclusive upon one who believes
he has been depriker of his rights.

It will also ire noted that this action was limited to section 516, which is the only
section under which one might ttst the validity of the adiniuitrative officials'
acts. Section 514, giving to tIre importer tire right to litigate, has not been
affected. Obviously, the only interest an importer would have would be to
further reduce the duty which lie believed the wording of the treaty imposed.
In this connection it is important to compare the language and the intent of

this act to tile language of the no-called Flexible Tariff Act (see. 336 of the Tariff
Act of 1930) wherei:l Congress prescribed a definite ru'e or yardstick within which
the administrative officials rnust act. The present law contains 10 sueh criterion,
merely establishing limits to which tie officials may go. Section 336 by tire sam1e
section 2 (a) was repealed insofar as this act is concerned.

We further belIeve that air extension of"the reclprocai rerre-agreement program
will perpetuate by congressional action a ldw brought into being under a state
of facts which have completely clanged and will nirLue the se nie law apply and
operate in a world situation which defies analysis, and in so doing sacrifice Coll-
stitrtional safeguards and relinquish powers attained by our founders only after
long and bitter sacrificial cost.
The administrative provisions of our tariff act have been carefully framed over

our entire national existence so as to supply safeguards )) 1d to prescribe remedies
arid define the rights of our citizens in their dealings with errstnm. The present
act not only permits tire administrative officials to change tariff rates established
by Congress but it also permits then to remove restrictions, modify or remove
cicise taxes, and by its broad language would permit thIn revival of restrictions
daccd upon niports by our Department of Agricriltore in all of its branches that

deal largely with tile health of aninal and vegetable life in the United States.
For the reasons above stated, we believe the Reciprocal Tariff Act should be

allowed to expire and tIe resolntib defeated. In tile event Congress takes a
different view, we believe the resolution should be amended so as to restore to the
citizen his right of judicial review and the rights heretofore guaranteed the citizen
by amending section 2 (a) of tie said act in order to eliminate therefroi the
language which repeals sections 336 and 516 (b) of the Tariff Act, of 1930,

Respectfully .srtbmitted.
WOOc, HAT MANUFA'UiR'R ys Assocu.rrioN or AMinRICA,

(Signed) W. G. EvrauicsEN, Secretary.

Mr. ]Lrc'r.e. I also want to offer for the record tile statement of the
to, eianruf.cturors of the Unitedi Strttos.

The CmnIIIMAN. That will bo plired in the record.
(Same is as follows:)

le extension of the Trade Agreements Act.
CHAIRMAN , SENAT FINANCE COMMITTEE ,

United Stal.:s Senate, 'ashirgton, D. C.
Si: The toy industry expresses its opposition to the J)ouglrton resolution to

continue tire administration's reciprocal trate-agreenint program for 3 years,
erl the foiowlg g rounds:

section 516 of tie Tariff Act of 1030 provides the only remedy at law to which a
domestic prodricer ean resort in matters affecting custoros. 'Without the pro-
tection of this section, the producer is at the mercy of tire Committee for Reel-
procity Information and tire other administrative officials whose activities are
secret and whose findings are rot subject to judicial review. Yet, this committee
and these administrative officials are exercising a power after proclamation by the
President which directly affects the general welfare and orrr entire economic and
social existence.

By delegating its power over taxation anrd foreign trade, Conrgresr divests Itself
of powers whici were granted exclusively to it by the Constitution arid removes
from the exercise of the power all possibility of jrudiial review.

It is our belief that if this reclproqa .trade-.agreoment program Is extended,
thpe,wtil be, po~ettrated by, oo.ogresshlal action a Law which was brought Into
bing by one set of condition and facts which conditions aid facts have com-
pletely changed and yet the saie law will apply slid eortimnie to operate In a world

21171--40-- 10 I , 1 1 1
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situation entirely different from that upon which tho original reciprocal-traeo-
agreement program was based.

Under the present act administrative officials are permitted not only to change
tariff rates tstablished by Congress but also to remove restrictions and to modify
or remove excise taxes, The administrative provisions of the Tariff Act lve
been carefully framed over a long period of years so its to provide safeguards,
prescribe remedies and define the rights of our citizens it dealings with customs,

For the reasons stated above, we believe that the resolution should be defeated
and the Reciprocal Tariff Act allowed to expire but if Congress takes a different
view, we believe that the resolution should be amended so that the right of

tdicial review and the rights heretofore guaranteed the citizen will be restored
)y nmendin section 2 (a) of the said act in order to elininate therefrom the

language which repeals sections 336 and 510 (b) of the Tariff Act of 1930,Ilespeetfuily subnittcd. ToY MANTIFACITaRmS Or Tm 1U). S. A., IN(.,
JAMus L. F11, Secretrry.

Mr. LUacii, I also want to place into the record the statement of a
group of woven-wire-netting manufacturers spread over the United
States.

The CHATUMAN. That will be placed in the record.
(Sonio is as follows:)

Re etenslom of the Trade Agreements Act.
CHAIRMAN, SENATE FINANCE COMNi1irTa,

United States Senate, Washington, D. C.
SIR: Take away any part of tile legitimate profit to which a blsiiit'sn is entitled

and you curtail the employment of labor to ati equal if not greater extent,
tirtail employment and you decrease the consumption of farm products to an

equal if not greater extent.
All of the getneralitief aid platitudes about peace and good-neighbor policies

that can be thought up by all of the toaster minds in this or any other country
cannot change tloe truisls.

This country has yet to see the nman who has the acumen to say that by taking
away volume trom one division of industry in order to make possible an increase in
some other direction, will ultimately redound to the benefit of the division of
industry which has been deprived of a part of its hard-won and expensively
develoed markets.

With a threat of having markets autocratically taken away as soon as it develops
them to the point where they are reasonably profitable, what incentive cai there
be for industry to invest its capital and devote its time to new enterprise?

The ioutdry-netting-uanufeturing industry is opposed to a oontinuacee of
the reeiprocu-trade.-treaty law, bcausu:

1. It is self-evidett that time operation of that law during the past 6 years
has not promoted peace.

2. The act denies to citizens the right to judicial review of grievances and
autocprmtic determitations which may be imposed 'upoi them by the Comnuittee
for Reciprocity Infornuatiot, thus creating a political situation rather than a
purely administrativ' responsibility.
3. Tihe Committee for Reciprocity Information now lias the power to ruin

any industry in this country without giving an injured party the right to judicial
determination of the justice or economic necessity for tfie curtailment of his
honest endeavors to hold domestic markets against foreign competition.
4. Whether that power has been or will ever be abused is beside the point:

the fact that such power exists is sufficient warrant for its withdrawal.
5. Failing outright repeal, this industry believes that the law should be amended

in such manner that--.
(a) No reciprocal-trade agreement could be consummated without ratification

by Congress; or--
(b) No commodity could bo placed on a list for negotiation until after a com-

petent Government agency such as the United States Tariff Commission has
actually and affirmatively determined beyond question of doubt that domestic
costs of production would justly permit the sacrflee of any part of the protection
nw afforded by existing tariff rates.
(e) The power to reduce tariff rates should be limited to one reduction of

not more that 50 percent of the rate in the Tariff Act of 1930 as amended under
section 386 by Presidential proclamation, without power to make' further to-
ductions in succeeding agreements.
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((I) It should restore the right to litigate by removing from section 2 (a) of the
Reciprocal Act the provisions of section 336 and 8ection 516 (b) of the Tariff
Act of 1930.

Rjempcctfully submitted by the following committee from the poultry-netting-
mal seatining industry. THE GILDsiT & Bnrwrcrr Mm Co.

INDIANA SrE, & Witti Co.
NORINIIWISTERN STEEL & WIRE Co.
JouN A. JloninINO's SoNw Co.
WwcKwntI liJo!' asTS INV,
WICKWIRE SPcNCSt ;ThFL Co.
G. F. WIoMoT STEEL & Wn1 CO.

Set a tor Wmw., 'Tlese industries w hose statements you have
jlaCeti in the iecorid te all against the resolution?

ih'. J-ncst. All of them are against the resolution,
Mr. (intirman, 1 was not here yesterday and hence I did not have

the privilege of listening to Senialtor O'Mahoney's alrgumenit against
the colstitutionality of this resolution and the bill.

The CHAIRMAN., YOU agree with it, don't you?
Mr. Ln.:ut. Most thoroltglly, inasmuch its I read the report of

his arguments in the New York Sun of yesterday, so that I won't
have to repeat the arguments here this morning.

Thie CnAIlMAN. You bad those views in 1934, didn't you?
Mr. Lfctic. And I have not chanVed a bit.
Tile CITAIRMAN, And you had them in 1937?
Mr. laciwt, Again; tind still I have them. I would like to repeat

what I said then and what tile Senator said yesterday.
I have just one snore thought, however, in cottneetion with this

bill, and that is that it seem)ns a little bit strange to is that this bill
hoid erect a different stttdard for a tariff rate more or less arbi-
trarily fixed by Government officials than it prescribes for its own
tariff rates adopted by Congress. I mean by that, that this committee,
or rather on bellf of this committee, in the closing hours of the debate
in the Senate wben this bill was originally up, it adopted an amend-
ment striking out the application of sections 336 and 516 (b) of the
Tariff Act of 1930. That is the so-called flexible-tariff provisions,
and the American producers' right to litigate. In other words, by
this bill it has placed in the htnds of administrative officials a more or
less arbitrary authority without permitting the citizen the right of
review which your own action would have if you adopted the same
rate.

We do not believe that that is in accordance with) the tenets of our
Federal Government.

We believe, Mr. Citairman, that this resolution should not be
adopted, but if it is adopted, we believe that at least the citizen should
be given the same right that he would have or does have if the Con-
gress adopted the same rate.
IMoreovor, the Reciprocal Trade Agreements Act goes a good deal

further, inasmuch as it permits the modification of import restrictions,
and as we read the definition' of those import restrictions, his
action is almost unlimited. Therefore, ive believe that it is of
great necessity and in order to bring back tariff legislation to what
our forefathers fought so hard for, we should have restored in any
resolution adopted by the Congress, those provisions.

'I think that is the only point I want to make in addition to those
made in the statements submitted.
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'11141 (1IIA IRMA N. TIliitk youl MV' 110-01.
'hiet witness is Witltr it. P;etihody, of' New Y'oik (iy.

STATEMENT OF WALTER R. PEABODY, SECRETARY, AMERICAN
TARIFF LEAGUE, NEW YORK CITY

Nrt?, 0 Yes, sir.

X 11. PMA 14 ionv. ii Iill hevre t) Ro1ppjleme m10I y 541toiitt01 t betfore4 theit
11V1sys 1111d NI eu 11 (011u11ittoe ill 01 pos1it)Itl it) all vtotkiiiolk of thet
'I'nt i' Agree ts ct.i ,~e mftttt orv~~ ~' h t~kWot1)tli1,14m) tis cippo.
itiou(14s!t.,ll )L tot loip~ ie mitloionJ or iv. jt viiy orf isoittiii till iIt(

oif 1t1141 old flexihiti1 pIroVisLol), or it rturni'i to congress'5ionl triff matking,
At. tim etulh1, iti of lity statemtent I slothl e lborto briefly oil tlet
et'oitiiit~eiitlititiii Nwitith l ii ado lit the time of our olirlier a ppearmuet'

Weo heliovo this l'eomllmend t tioll tot he voi itoeti vt miad vory lmull
ill the liaotiolial interest.

Thellre tire it. greit, 11111t1y pot it's wilwiel we believe silt L d 1)e brotight
ht'fore this 'oilliitt ee a l I si I u'eely regret the ht thlt th c 1u l(011
utittee deents it itetessa ry to restrict thle Itilm. 11t)J)I'Tlint1 thatt it is
jlilItee.SO r)' (A) rt'elt t the tvestimlooy give!) before the I itliso voitittee.
''ite wVei'e, howovtet, l pt VjoiI)t Is iiide be~tttfo Qat tonlit111 tecv whit'
til 1111d should heo onlsweret'. I shat i, however, respect't. thle v0111 ti itte's
request, andi will confinte mny stutetulint to it eciisidovattiolt of I,lirt't
1111till point's from ambong the nuoaly 0111C I sltotlt l ik 1 t) tdismtiss,

nis re tol)01t5 mlidet' thet programs -, tho Itiek of flo~ihil :ty and11 tig t
third point I s~holl totl(W it rtoiititeitltion foiyr c~l onsiderti on,

Senator WALSH, Pa idoitk 1110, 1 Willit. to I'lluqire Wl10et101' yotir
orgaimiato1 is Comtposted. soloiy of ll )1tt'wts 11ttI 014tfl'
t urors and1( eonttmers?

Mr. Pili uooy, NI it itifitcturel05 0in -l 5111 iniIvid tiths.
Se4'tlll10 WAm i M~I Iostly 11111 itifio'turi's?
N11% ll'mlA MtD' Mostly 'm1a111ufttethorers.
S,111111110 WAI 811, 1110es it to proelmt. 11 grlt at ieity of am m) fitetti vers?
Mr, PNHAJODY. A very~ wide) variety; inludltinl, I moly slly, 911101

who eIxport its well its 54)111 whko it11)011l'
S01ti1401' WALSH51. 14'(CUSCt 1 orte initerrup1tijon,
Mr. PSVABODY. '1110t firat of Ilieso points relates 1to the exlongiv

(lwisti5501 before 'te Ways 1111(d meaos conui ttee its to thle nollive'
iuent. o( tile tradte-aigretents program il thle wilY oIf reiliitalting
0111' export mart~tket. Appatrenitly I did h1ot 11111iko tayitoif Clotti ill my
(taritit, testitm~uty. 1~rou .the iecoiti it isi obvious' thatt HomelI ~on-~
CesK4siolts mus1t linve 1)oIIfittlt exports. From til ectordt, however,
it isi eqtually obvious that thetmst con1cssiOlo hveph I)tYO( 1iatlhl11
tively muior role in thle large oxpttitsioii wich hats titken1(l place iln 011'
export trade. it this Connuectiont, I would like to placo ill tilte 1vi't)0
it short table (0ntiti11il1 a1 summa~try of the figure,, which apjpear lit
detail.1 ill tile ilomuto hearings exhibiti. 1> Thie table was not Includled
with thle previous evidence, So that it ma~y b)e prop wily undterttod
without reference, to our previous tostiltiely, I would expltilii briefly
that we tuiciertook in analysis of the experts of out, principle agrm
cultural and- nonagriculturall products, Comparing 1934. with, 1, 8.
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Tlhe r'ecordi shIows thet 1iermISl 01r dIlMtIS0 to itoita1greetetII, 12011 0th,lg
to) Olgtt00ettit1tt cou~nitr'ies runting not ColIOOMi1ti oil the prmilcts in)

M111111 Lindt) to itgroettent tW2lotie riiilutcittg cotcioi502s. III
1istCahullstitu wi' inter-pretend EonviisiloIs to met01in Improvedi etist0111A

treattfleit. It, iH sigiifietit Cliat of or 27 TfiUJOI nioigriceolturai ex.
po0rLs (fild tl'i represents0- O.VIMt lildU Of nr otgrelrtleo t)
therev wtts oi) itlnenso in 1938 oiver 1034 to notngreement countriesl
of $2811,000,000). 'JutsN istn iniucase or 72 percent. TJhe1 increased it)
exports of these prouuts to agreement count-ries grit' ii 1 ~ tic) M'ii-

WIiO$$t125 Wts $106,')m(0000 tot increased of 613 poeent. Wii e thei in.
mv3115 to till ttRI'vi't t,~i ctiuiit'ies gritlititg ('olvessionsm, that is 1111
proved ciisttiiis tiresLiietit, wtvs but, $58,000,000, iud the rate of
ine(retise) Witsllmbt 5(0 poctiilt.

If tis i'ti go itti the revdi, .1 woulh be content not, tio elaborate

Tj'li ("tALIIMAN. It will hi jplttced in tilt rcoirtl.
(Stoneo is (1s follows8:

XXai IIITo' 1 COMPA'sUOes 0E0 I NIlI2AHNt EXI-114 OF MAJOR22 I'timmnit~r2 o Non-
AlI24INTiNI (XIUNTPtI HS I vo2 AiIt2.)OtNI' (OirnNTwsI (IAINs (10NU881051,
Amt) to C ninu Am ut !N22EX CotIN'RtNxt, 1932 to0 11938

* '211(202vt~ 27 mucjor IlomtigrimitIutraI exportN twotited for uboutt half at
2221)iI ttttalgt'1222a Itrici-1 iixpolrt0 Iti 1038, '1lho II nmajur agigtoititural ox iortM
ievoeutit'd (tir rtiigltIv, thirc-futt'li of our tolal 41 riusItida ioxp12)t, In 1038,
For thui dt'tal d figil r) nviIhI(oetoa 1IP ie 112 ties2(822
of lIvaigm hefore Choi Wityi ald M0111No Conn 4 OAt t 1021 112140 -1ufltt IRcsuhti L1

1. 27 major riw,,torlultti l 12r121222c2
To, 220221,2rivi22222t vicinirles.............1982,1A17,000 $0112 4122,02 $it 112, 2.2 00N 72
'in ,2rUwiitVqit CULtitku:

221)no n m(2011,02312 1M2,30AS,0( 273, 20, 2202 1(15,(02,00(0 N)3

2.22105 tnlstotliit?10.. .... .... 125I ,717,2110 175,8214, (0)i b8,007,000 620
'22, 222,gnnIc .c............. 401,10,000. 092, 401,221- 3,127,010 -21

ljrtbiiuntj: uno8s222......... ... 0,2127,2100 114,21M4, 00 215,27,220m 42
mil Rvno ln(1222w fiic,,riit~lo cirti'

lIuitio tr,21t122it)............ .. 22,003,000 020, 203, (aO *01 200,00m0 21

2 ItitW 22 (troll 22211147,81040tiO Ini "Mrit il 222 lto (31 t222 2222222152'022222,221t 222211201 1221 (0112212 adilt
Motuni froo 22 i2221y ,,2 isuloot to, 222222223 dtttlon o2il p.

2 (122r lint! of tails Ittonesan, $SNtY,2121 v ioutiec for by corn 812i21202t lto (idn2, it 22120 country
whl, ol ot 2,2251 tay02222 AmordIng to ills Iocirl2 Inicat of (J'oit iiiircv 22200 tof tbis von ill%22
P1,limbly 1c222s222e10e1l to other c222it22122.

Sentitor V.4NDOxNTUio Ill connection60 withl this table, have you

ay where identified what the major products fire to which the table
tem?
Mr. PIUA~iD. The Holume committees record contains the whole

table which supplements this ini detail. I included it, and1( I in-
tonted to put this in thetHouse committee hearing record. They arie
Ai listed in the detail, experts to agreement and nonagreement coun-
tries, arid concession countries, with the total fiFures.

I must also refer to'la statement in the majority report frem 1 le
House committee. The committee states that it was particularly
impressed by the testimony presented by Dr. Lubin, Commissioner oft
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Labor Statistics. So were we. Dr. Lubin's figures submitted to the
Ways and Means Committee support in a very emphatic way our con.
tention that the increase in exports resulting from trade-agreement
concessions have not amounted to much. In Dr. Lubin's testimony,
he submitted figures for employment for eight industries. These
eight industries represent one-half of our industrial exports to agree.
ment countries. Dr. Lubin's figures were introduced in the form of
percentage increases of total employment and of employment in manu-
facturing these goods for export to trade-agreement concession coun-
tries, and for export to all other countries. He called attention to the
fact that in the case of five of the eight products, employment engaged
in production for export to agreement-concession countries increased
at a greater rate than employment engaged in production for export
to other countries. In the case of the other three the reverse was
true.

I wish to submit for the record a table which I obtained from
Dr. Lubin showing the figures of the number of wage earners employed
in each of the categories (exhibit 2). These figures, which were not
introduced at the Ways and Means Committee hearings, are the
basic figures from which Dr. Lubin's percentages were derived. For
the five industries cited by Dr. Lubin, the increase in number of
workers employed in producing exports to concession countries be-
tween 1934 and 1938 was: Agricultural machinery, 2,743 workers;
office machinery, 627 workers; electrical machinery and apparatus,
1,906 workers; paper and manufactures, 166 workers; leather manu-
factures, 545 workers.

In the 8 industries combined, employment in production for exports
to trade agreement concession countries in 1934 totaled 17,882 indi-
viduals. In 1938 the total employment in these 8 industries for ex-
port to trade agreement concession countries had risen to 28,523
individuals. This is an increase of 10,641 jobs. In 1934 there were
employed in production for export to all other countries a total of
36,746 workers. In 1938 the number employed for export to all
other countries was 64,959. This is an increase in employment for
export to other countries of 28,213 workers. Stated in terms of
percentage increase, the increase in employment for agreement-con-
cession countries was 60 percent while the increase in employment for
export to all other countries amounted to 77 percent.

It would be easy to comment at length on the implications of these
revelations. It seems to me, however, that the record is so painfully
clear that it does not need further comment. Using eight major indus-
tries, which represent one-half our industrial exports to agreement
countries, we find a total increase in employment for exports in 4
years' time to agreement-concession countries of but 10,641 worker.
"Agreement-concession countries," as used in this tabulation, include
not only countries which improved customs treatment on sone
products, but also include countries which merely bound existing
customs treatment. For example, four of the seven concession
countries in the case of agricultural machinery did not grant any
im roved customs treatment.

Edo not wish to dwell at undue length on this point. But in view
of the fact that Dr. Lubin's testimony is already being cited by trade-
agreement spokesmen in public addresses, I believe the evidence
which I have offered here merits your most serious attention,
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I come now to the second point I want to discuss as briefly as pos-
sible. It is this. The trade-agreement program is not adequate for
post-war needs. As I have read the newspaper accounts of the ad-
ministration's testimony, during the early part of the week, it ap-
pears there has been a shift in emphasis and that you are being urged
to continue the Trade Agreements Act as a valuable foundation stone
for the reconstruction of world trade in the future. There has also
been some discussion as to the importance of the trade agreements
during the present upset conditions of the world, If I interpret the
newspaper reports correctly, the point has already been made and
demonstrated that the trade agreements are very impotent instru-
ments at the present time. The rigid control which has been im-
posed by various foreign governments on their exchange, together
with drastic regulations as to the type of commodities that may move
in trade between various countries is a matter of common knowledge.
Inevitably these controls and regulations will become more and more
drastic. No one is going to question seriously the necessity of these
various foreign governments exercising such rigid control over their
foreign exchange and foreign trade, but I have not seen any evidence
that, the trade argeements have been or can be made to function
successfully in the face of these controls.

I shall not repeat the testimony offered before the Ways and Means
Committee dealing with the inadequacy of the trade-agreement
program for post-war needs. I would, however, supplement these
observations with further comments on the lack of flexibility inherent
in the program. In the first place, despite much recent discussion of
the so-called escape clauses in the agreements, it must be borne in
mind that it is impossible to correct many situations even where
there might conceivably be agreement that the correction was in
order. There is no need to dwell on the fact which you all know that
no adjustments can be made because of differences in costs of pro-
duction and that no appeal may be taken under section 516 (b) to
correct apparent errors in classification. I wish time permitted to
undertake a rather careful and critical summary of the general pro-
visions of the various trade agreements so that you might see just how
many situations might arise in which it would be impossible to
correct a bad situation. Such a summary would be even more
enlighting in connection with those situations where an out apparently
exists through one of the so-called escape clauses. In connection with
the operation of these escape clauses, there are three points to be con-
sidered which tend to make them ineffective for the protection of
domestic industries which may stiffer as the result of a concession.
They are as follows:

In the first place, one has to appeal for relief to the individuals
who have made the concession. Inasmuch as the law has provided
no formula to determine the basis for the concession, it is extremely
difficult to argue one's case before the group which has already passed
judgment on the question. In the second place, there is a very under-
standable objection on tie part of the negotiators to reopen an agree-
ment. Once an agreement has become operative, it is easy to take
the position that the agreement as a whole is more important than
the fate of a single gl)up which may be effected by the agreement.
The argument will be made over and over again that even if injuries
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exist in one quarter it is more important to maintain tile status qt(10
of an agreement rather than to throw it open for renewed discussions.

This last observation explahis il part the third point which I wish
to make, It is this. The small industries ts a whole fool very helpless
in the face of the existing procedure. In addition to some of those
hidustries which testified before the Ways and Means Committee
and which may appear before your owil group, I know of other small
hidustries that feel it is utterly futile to go to the trouble and expellse
of appealing to the Committe for Reciprocity Information for relief
from concessions which they believe to be harmfll. The fact remains,
gentlemen, that there have been no adjustments to (late under the
escape clauses of any trade agreement. The recent action taken in
connection with ipllorts of fox furs from Canada was done in the form
of a slpplenmntaly agreement, Wleol; the present conflicts are over,
it is inevitable that there will be a nmd scramble on the part of warring
nations to find export outlets for their products. It is inevitable that
a wide variety of trade promotion devices will be resorted to. Ali
inflexible program is impotent even for bargaining purposes in the
face of conditions which lie ahead. An inflexible program carries
with it the most serious type of threat to our own economic stability
in the post-war period.

Much has been mande in recent testimony of the fact that Congress
is discharging its full obligations and responsibility by a periodic 3-
year review of th, trade-agreemcnt program. If you are prepared to
accept this position, I think you must then admlit that in the face of
the present world situation, with its uncertainties, fi( in the face of
the record, which has been made before your own committee and (11hat
in the House, that you would be remiss in endorsing a contilu tionl
of the program without more adequate information. Many important
questions have boon asked in tile course of th(se proceedings which
remain unanswered. I believe you ought to know to what extent
foreign exchange controls have upset advantages received in trade
agreements. You ought to know to what extent other forms of dis-
crimination have been exercised against the United States without
penalty. You ought to know to what extent differences in cost of
production have been put aside in making concessions by the United
States. You ought to know to what extent concessions have ben
made on noneconomic grounds.' You ought to know in far more
specific detail just what conditions would be necessary before escape
clauses would be exercised or agreements terminated." You ought to
know just how extreme a condition would have to exist before tny
recognition would be taken of the provisions for depreciation of
currency. You ought to know more of the nature of the bilateral
trade aid clearing agreements which have been in operation during
the pat few years.

I could add many more points to the above list, These certainly
are sufficient to explain the basis for the recommendation which I
made to the Ways and Means Committee and which I would like to
elaborate on for a moment. Briefly stated it is this. No trade agree-
ments should be negotiated in the face of present world conditions.
We do need to be prepared with a program that will be adaptable to
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conditions it, the post-war period. Therefore, we propose that Con-
gress create a commission of thoroughly qualified experts recruited
from within and without the Government to study the whole ques-
tion and to make recommendations to Congress for a permanent
tariff policy. This commission might be modeled something after tiO
manner of the advisory committee on economic security. As yo,
will recall, prior to the passage of the Social Security Act, a committee
was set up to studv the whole field of possible operation. In addition
to an advisory counsel, there was a technical board 11d several ad-
visory committees dealing with various fields of interest. The work
of these committees was supplemented by a small staff of competent
investigators. The work of such a commission as we propose should
be divided into two parts: First, there should be an objective review
f the operation of the various tiriff procedures which we have fol-
lowed in recent years, to prepare reports covering topics such as those
I outlined a moment ago, and many others. Second, on the basis of
these findings, to prepare a recommendation to Congress for a policy
that would be adaptable to the post-war conditions with which We will
be confronted. Obviously, the personnel of such a commission would
be a matter of utmost importance. We do not believe that any one
man or organization has the wisdom or experience to define a policy
such as is needed. We do believe that a properly constituted repre-
sentative committee of thoroughly competent people could prescribe a
policyy which would be both constructive and nonpartisan in character.

The CHAIIMAN. You think pretty well of the personnel invested
with the negotiation of these agreements, don't you?

Mr. PEABODY. That is a broad question, Se)ator, I have a great
respect for the work of certain individuals, as far as I know.

I am sorry that in the majority report they saw fit only to speak of
that and to neglect the point that I tried to emphasize that under the
J)resent procedure yuu have vrwy little relief.

The CHAIRMAN. But you do think pretty well of the personnel of
this committee?

Mr. PHAIIODY, I don't know the personnel of many of the commit-
tees, Senator. [ would not pass judgment. I think they have made
some serious mistakes.

We submit that it is particularly timely to undertake such a study,
(nd we make this reconimnendation in the sincere hope tiat you will

recognize its constructive and timely character.
I ask that my exhibit 2 be made a part of my testimony.
The CIAlIRNmN. That will be done.
Let me read to you and ask you if this is not what you said at that

titte:
I would pause to say that actually in observing the record of what has been

,lone, I frankly think that it is surprising that so few mistakes have been made in
the trade agrecients that have been concluded, I think on the whole that those
individuals who have had the first responstibility of iiaking conirnodity studies'
luid doing the detail work have (lone a pretty Food job, btlt mistakes exist. and
it is only becamise of the-you might say--devotion of a few Individuals conniected
vith th; program that it has not been a colossal tragedy.

Mr. PEAIBODY. I Sttand oni that.
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(Exhibit 2 is as follows:)

ExHnBsT. 2.-E Btnsatea of total employment and of employment in the manufacture
of exports to trade agreement concession countries and to all other countries itn
specified industries, 1934 to 1938 r

Number of wage earners
Ntlmber of man-hours

in production or o.
In production ports to-
of exports to--

Industry Year In total Trade
produo. agree- All Trade

tion ment other agreement All other
conce-

Son coo n- concessionl colnutros
Coln- trios countries
trios

Agricultural machinery (agricultural Implo-
ments, including tractors) ................ 1034 32, 118 1 25 0 2,20 19, 1000 5162, 000

1030 82,918 1,847 8,074 3,785,000 ,1428,000
1037 77,340 8,710 6,634 7,057,000 13 W3, 0001038 64,48 4,028 6,331 7,0600, 000 11,708,000

Offie machinery (eah rogIstar.s, oto., and typo-

writers and pars) ............................ 1034 20,368 2, 021 3,773 4,080 000 7,6S9,000
1035 81, 6J2 , 141 4,488 4,331, 000 0,073,000

. . , 1937 42,068 3,323 8,290 7,001,000 11,24,000
1938 3M 04 2 005 3,088 4,707, 000 7,071,000

Elootrficl maihluory and apparatus........... 1934 1, 20 4,180 8,239 7, 400,000 14,007,000
1035 170,420 4, 704 9420 , ,170, OW 0, 000,0
10,07 237,224 0,148 11,306 1.3,413,000 23, 10000
1038 18301 0,0085 10,102 13,037,000O 17,000,10OW

Paper and manufactures .................. I004 101,000 059 1 781 1,816,000 3,372,000
1035 1,344 1,073 1,008 2,171,000 3,8SK,050
1937 010,809 1,01 3I,203 2,774,000 4,088O,3
108 301,100 1,123 1872 3,220,000 3,708,000

Rubber manutaoturoa ...................... 1034 11981 1 423 2,268 2,433,000 3,803,000
1038 114.600 1,473 2,74 2, 05, 0 4,103,000
9137 1290800 1 838 3, 872 ,378,000 ",288,00

1038 100,447 1,522 2,406 2,004,000 4,210,000
Iron and steel advanced manufactures .... 2.... 1934 171,063 2,071 8308 3,70 0 , 021.000

1938 13,588 2,811 3,.736 4, 3,000 7,345,000
197 234,705 0,471 8,400 7,005,000 11,240,000
1938 173 272 2,820 4,63 a, 234, 000 8, 000

Industrial machinery ......... ............. 134 Z M7 18,802 10,3 ,000 2 ,353,000
1938 ( 6,0 17,98 12,210,000 30,127,000
1937 10,044 28,210 23, 078, 000 01, 172, 00
1038 (3 0,473 34,144 17,338,000D 02,48,00

Leather manufaetures (Inclading boots and
shoes)-................................... 1934 230,000 20 804 400,000 , 155,000

1933 259,878 834 00 017,000 1,783,000
10.37 281,208 07 1,480 1,004,0 278,00
13 20800 805 1,418 1,488,000 2,83,000

I These estimates are Intended to Indicate only the comparative trends of emnployment and as such were
used for oonstructilng the Indexes of the'table on p. IN2 of hearings before the HouM s Ways and Moans Com-
mittee 760th Cong., ad sos,, on U. . Res,. 407, Extension of Reciprocal trade e Agreements Act.

INot available.

Senator VANDENBERG, You are very familiar with tariff procedures.
Has the use of the so-called elastic tariff been practically abandoned
in the last 2 or 3 years?

Mr. PEABODY. Yes. I think the record is in the House hearings,
with the exception of perhaps only half a dozen cases chiefly of Japanese
competition no other action has been taken on that. There is a gentle-
4ian in the back of the'room who can give you exact information.

Senator VANDENBERG. In connection with these escape clauses,
which interest me very much, is there any limitation -upon our freedom
of action under them?

Mr. PEABODY. There is a very tremendouslimitation as I interpret the
record. Very seriously, I think here, not there, is a place where this whole
committee ought to preferably interrogate the members of the admin-
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istration who have written these thins to check them. I have seen
cases where in my judgment very serious injury has boon (lone, and
when the argument has been presented to the trade-agreement people,
their answer has been "In some instances"-of course, I have not been
resent, and I take it as I have gotten it, that their answer has been:
In this particular instance, you have to have substantial injury or

you had to show certain conditions which did not then exist."
I have a very sincere feeling that the loopholes, of which there has

been a great deal of discussion, just do not exist, in fact, and the
only way you could really get the whole story of that is to read some
of these administrative provisions and to ask the question: What do
you mean by some of these general statements? There is no formula.
The law prescribed no basis. I am speaking very candidly, an(l it is
one of the most serious criticisms I would make of the procedure as
it has gone to (late, that once a follow is hurt, if he is a small fellow,
he has not got a chance.

Senator VANDENDEMIIG. The difficulties you now define related to
the attitude of the State Department itself, I am inquiring whether
there is anything textually about the escape clauses which rob us of
freedom of action?

Mr. PEABODY. In a good many ways, yes. When I spoke of the
fact, I wish I could have given you an extended analysis of the so-
called escape provisions.

.Senator VANDENnERG. Can you give me one example which might
be typical?
. Mr. PEABODY. The use of expressions like substantial injury. It

reads well, but the burden of proof, as I see the thing, is 100 percent
on the industry, and they have not only to show substantial injury,
but continuing injury.

Senator VANDENBERG. What I want to know is-let us assume for
the sake of the argument that the employment of the term "sub-
stantial injury" is a barrier to the use of the escape clause. Do we
collide with tile requirement for substantial injury in the text of the
escape clause itself, or in the attitude of the State Department; which?
SMr,P oABoDY. Both. I have nothing but a summary of the general

provisions with me, and this summary relates more to bases for the
termination of agreements than the escape clause itself, but for
example, this would illustrate it although I think it is a comparatively
poor illustration, There are four agreements that you could not
even terminate on the basis of wide fluctuation in exchange.

Senator VANDENB.ERG What are those? Do you know what they
are?

Mr. PEABODY. Cuba, Brazil, Haiti, Colombia. That is a terribly
poor illustration, but it is the irst one that catches my eye.

Senator VANDENBERG. How about arbitrary depreciation of cur.
rencies?, Can we escape in the face of depreciated currency if we
want to under these agreements?

Mr. PVAnODY, Not under those four. And there are a larger
nuimiber where the agreement could not be terminated-I have a
tabular summary. The detail of the individual agreements would
necessarily vary, and in that sense this is approximate. There are
11 or 12 agreements which could not be terminated in the event of
failure to agree with the complaining country in respect of lie applica-
tion of the agreement provisions for exchange controls. This is one
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of those features which I am trying to cover by the statement that I
feel that your committee should investigate further.

Senator VANDENBERG. You mean that if we made a trade agree-
ment with a given country which was today entirely equitable and
tomorrow this country nullified our benefits through the arbitrary
exchange control, that we would still be tied to the agreement and the
escape clause would not allow us to get out?

Mr. PEA nODY. I think that would be true of about half of the
agreement8, The agreements cont'ain elaborate provisions about
what can be done in the case of the imposition of quotas and things
of that sort, but I think it would be extremely interesting to have a
record of some of the actions that have been taken by certain foreign
governments that apparently are quite compatible with the conditions
of the existing agreements.

Senator VANDENBERG. Are there any collateral powers which the
President has under the general tariff act which lie could invoke
by way of reprisal?"Mr. PEABODY. That is probably a matter of interpretation, and I
think that that is one of the things you ought to have an answer to,
What the interpretation would be of the binding character of the most-
favored-nation clause in the trade agreements, as to whether that
would take precedence over the other general provisions of the tariff
act, I don't know. I suspect as a matter of practice that the President
would not invoke any of those other powers, that the first stop would
be a putting of an offending country on the black list.

Senator VANDENBERG. I agree with you that it is theoretically
important to be sure that we are not in a straitjacket when we face
the post-war economic adjustment, and I think it would be interesting
to know precisely how much of a strait jacket it is. I have assumed
that the escape clause was a reasonably available antidote.

Mr. PEABODY. I will say in all sincerity that I think that this commit-
tee would be very remiss not to pursue this question a lot further than
we are in any position to. All we are able to do is to see what has hap-
pended and reading the general provisions of the act. I get the story
of the feeling of some of those who have talked and made an appeal
to the Committee for Reciprocity Information for relief. I feel as
though the thing is very very weak indeed.

The CHAIRMAN. Secretary of State Hull and Dr. Grady, who are
rather high authorities, stated to this committee that they are watch-
ing every move of these countries who have agreements with us in
order to protect the interests of this country and see that they live up
to the agreements.

Mr. PEABODY. I appreciate that, Senator, but-
The CHAIRMAN (interposing). You have no doubt of that, have

you?
Mr. PEABODY. I have very grave doubts as to whether there will

be agreement as to what constitutes living up to the agreement.
Again, to give you specific example, and I suspect it is not the best
one, we made an agreement with Brazil-one of the first ones. It is
common knowledge in general terms that for a long time after that
agreement went into effect, Brazil was exercising exchange controls
and diverting exchange, for the payment of German' merchandise amd
thus using up the exchange available, to theUnitedStates. I am very
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certain that that was in direct contravention of the implications of
that agreement. I suspect, but 1 don't know-the information has
never bevIi made public on a lot of these things-that the United
Kingdom, with which we made an agreement, as you know, which went
into effect last year, was at that time involved in certain clearing agree-
menlts with the other countries which, technically, were in violation of
their commitments to the United States.

Frankly, I think we have been too soft in our interpretation. I
am not suggesting and I do no, want my observations to be construed
to mean that I think that we should crack down at the first moment
for certain small technical offenses, because they are innumerable,
and just as we all probably are guilty every day of our lives of violating
some laws, but I do think that we have been very seriously remiss in
not setting some kind of a standard and maintaining it for action on the
part of certain other governments, some of which we have agreements
with and some with which we do not have agreements. I certainly
could not agree, as far as I am aware of conditions as they have gone
on, under the administration of the Trade Agreements Act that we
have taken the proper action in the case of certain countries that have
discriminated against the United States.

I might add there, for the first 2 or 3 years of the trade-agreements
program, the story used to come which seemed quite plausible, and
it was: "Well, you have got to wait until you get enough agreements
so that the countries will see some value in not being put on the
blacklist." That time has come, and we have had it for a long time
now, but we still have not added other countries to the blacklist.
They go on and capitalize on-the easy treatment we give them and
practice continuous discriminations against the United States.

The CHAIRMAN. We will take a recess until 2 o'clock and continue
with the witnesses who are on the calendar.

(Whereupon, at 12:15 p. m., a recess was taken until 2 p. in. of the
same day.)

AFTERNOON SESSION

(Hearing was resumed at 2 p. In.)
The CHAIRMAN. The committee will come to order. Mr. Hugo

N. Schloss, of New York City.

STATEMENT OFIHUQO. N. S CHLOS$, PIRZEIDENT, AMERICAN LACE
MANUFACTURERS' ASSOCIATION, NEW YORK CITY

The CHAIRMAN. You are the- president of the American Lace
Manufacturers' Association?

Mr. SCHLOSS, Yes.
The CHAIRMAN. Did you appear before the Watys and Means

Committee of the House?
Mr. SCHLOSS. Yes, sir.
The CHAIRMAN. Have you soine new material to present?
Mr. SCHLOSS. Yes; I would like to present some new facts.
The CHAIRMAN. You may proce6l, Mr. Sbhlbss.
Mr. SCiLoss. Mr. Chairman and gentlemen of the Committee on

Finance, what I have. to say to you today supplements the statement
which I made before the Ways and Means Committee on January 30,
when I expressed opposition to the extension of the Reciprocal Trade
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Agreement Act as it has been administered since its enactment in
1934 and its extension in 1937.

I appear in behalf of the American Lace Manufacturers Association.
The membership of this association consists of the domestic manufac.
turers of Levers laces and bobbinets.

The contention of the proponents for the extension of the Reciprocal
Trade Agreement Act is that tariff rates should not be made by,
Congress as provided in the Constitution. It is suggested that a
different method of establishing tariff rates is desirable. If this is so,
and if the method is to be that exemplified in the Reciprocal Trade
Agreement Act as it has been administered, I respectfully submit that
that method has proved itself to be imperfect, unjust and dangerous.

All changes in method and procedure are apt to be fraughi with
errors, and if the Reciprocal Trade Agreements Act is extended, an
atteil)t should be made to eliminate or correct errors as far as possible.
Errors have been made.

It is, therefore, my purpose in making this statement to point out
to you how an American industry has been seriously injured under
the administration of the act since it has been in effect and what
may happen to any other industries, if the existirng act is extended,
as Is.

Statistics have been furnished and are available to you from the
files. They clearly demonstrate how importations of laces and nottings
have increased tremendously under the reduced tariff rates provide
for in the French and United Kingdom agreements, to the serious
injury of the American laco manufacturing industry.

The CHAIRMAN. Is that hand-made lace?
Mr. SCHLOSS. No, sir; machine-made.
The CHAIRMAN. All of it?
Mr. ScHloss. Yes.
The CHAIRMAN. You can nake it lip much cheaper by machine

than you can by hand?
Mr. SCHLOSS. We can make it cheaper by machine than it can be

made by hand in the western European countries, but China makes
lace by hand---

The CHAIRMAN (interposing). I mean in the United States.
Mr. SCHLOSS. In the United States, definitely cheaper by machine

than by hand.
The CHAIRMAN. That is why you people went into the machine-

made laces?
Mr. SCHLOSS. Yes; but of course, they have machines also in Europe,

in France, and in England, and w, are in competition with them.
The CHAIRMAN, You have people in your organization who make

the same laces over there?
Mr. SCHLOSS. No; but they import some. Some of our domestic

manufacturers now have been compelled to go into the importing
business, because we cannot compete with importations coming in
from France and England.

The CHAIRMAN. Were you with your organization in 1922?
Mr. SCHLOSS, Yes, sir.
The CHAIRMAN. Did you appear before the Ways and Means Com-

mittee that year?
Mr, SCHLOSS. Yes 'ir
The CR mIMAN. Did they adopt the rates that you recommended?
Mr. SCHLOSS. Yes, sir.
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The CAIRMtN. What were they? They were very kind to you?
Mr. Scinloss. Well, they were very fair to us,
The CHAIrAN. Very fair. Then in 1930, did you appear before

tie Ways and Means (Committee?
Mr. ScLoss. Yes, sir.
The CIIAIRMAN. And they gave you what yOu wanted?
Mr. SCoss. They left the rate as it was established in 1922.
The C"HAIRMAN. What is that rate?
Mr. SCHLoss. Ninety percent ad valorem.
'he CHAIRMAN. flow many of the agreements now have changed

that rate en lace?
Mr. Scmoss. The Belgian agreement, the French agreement, and

the United Kingdom agreement. There are different changes in
each one of those treaties. The paragraph )as been split up into
various different rates.

'[lie CHAIRMAN. What was the importation from all countries under
these concessions?

Mr. Scnrioss. For the 11 montls--i have not. got the 12 months.
The CHAIRMAN. Let us take it in 1937.
Mr. Scmoss. I would have to refer to some memoranda.
'[iTe CHAIRMAN. Was it $36,000?
Mr. SCHLOSS. $36,000?
The CHAIRMAN. I am asidng you.
Mr. SCHLoss. In 1937, without referring to my figures, it would be,

in foreign value, $2,747,000.
The CHAIRMAN. So it would not be $36,000 in our own money?
Mr. SCHLOSS. I don't quite follow what you mean.
The CHAIRMAN. YOU mean from all the countries now, or just

froi the countries with which we have got trade agreements that the
importations came from.

Mr. Scmnoss. Those are trade-agreement countries. I do not
think China is included in that. T..

The CHAIRMAN. That is lace of all kinds that you are talking about?
Mr. SCLoss. Yes, sir.
The CHAIRMAN. Ilow much was the importation of hand-made lace?
Mr. ScilLoss. Ver small. I don't know what 'the, (hinese .im-

portations were. Tiat would be the hand-made. And some from
italy, but very small.

The CHAIRMAN. Do you think it has affected you any?
Mr. SCHLOSS. The Chinese importations certainly have affected us.
The CHAIRMAN. It amounted to $36,000 in 1937, and $29,000 in

1938, of hand-made laces valued over $50 pet' pouldr to which the
agreement rate applied. You say most of those crio from China?

Mr. SCLoss. Yes.
The CHAIRMAN. Any other country? Japan?
Mr. SCHLOSS. Italy, possibly; not Japan.
The CHAIRMAN. But they had their effect on the price of lace, im

this country?
Mr. SCHLOSS. Certain types of, laces.
The CHAIRMAN. If it had been $5,000 instead of $29,000, it would

hiave had an effect, to some extent. , , - , . I:
Mr. Scimoss. Well, I suppose, itmay have sok, e effort on'certain

classes of lace. Laces are of so many different varieties.,
Tie CHAIRaAN. Well,. as a matter.)of fact, 4he: lace-industry de-

pends a good deal on fashions, doesn't it?
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Mr. SCHLOSS. It does to a large extent.
The CHAIRMAN. If we could revert to the (lays of the Victorian

period, and so on?
Mr. SCHLOSS. Not quite.
The CHAIRMAN. You would not have to go that far back?
Mr. ScHLoss, No.
The CHAIRMAN. The more laces that we wear in this country or

that we use in this country, the more prosperous the lace business is?
Mr. SCHLOSS. That is self-evident, surely. But lace, since the

industry was established in this country in 1910, laces have been
popularized and have been put to a great many uses that they form.
erly had not been put to. Formerly, before the industry was estab-
lished here, they were all luxury articles. Today they have gotten
to a point where they are part of the textile industry. It is a fabric
today and used in a great many difflxent ways..The CHAIRMAN, But it depends largely on style?

Mr. SCHLOSS. It does to a large extent, as anything does.
The CHAIRMAN. I agree with you, but particularly lace? It is a

little more so than others, isn't it?
Mr. SCHLOSS. Possibly, yes.
The CHAIRMAN. Thank you very much.
Senator DAVIS. The lace industry in Scranton and Wilkes-Barre,

and as far as I know in Rhode Island, has been very successful in the
last few years, has it?

Mr. SCHLOSS. It has not been successful?
Senator DAVIS. Has it?
Mr. SCHLOSS. Definitely not, and as I would like to say, laces have

been very much in fashion for the last 3 or 4 years.
Senator DAVIS. I have had petitions coming to me from Pennsyl-

vania calling on us to get a little more protection for them, and they
also say in the letters that I received from them that the lace industry
in France and in England is seemingly working full time.

Mr. SCHLOSS. Of course, during the war things have changed soine-
what, but I have some French newspapers here showing that 95 per-
cent of the laces that are being manufactured in Calais, France, which
is the center of the lace industry, it shows that it is running at a 70
percent of normal in spite of the war, and it is sending its entire
production to 'this country.

Senator DAVIS. And our factories in Scranton are working at what
percentage of the time?

Mr. ScHioss. Thirty-five or forty percent in Rhode Island; and
then at starvation prices to meet the foreign competition. We have
been practically eliminated from the picture. We can only get a little
quick business occasionally, color and so forth, but 70 percent of the
business today in lace is foreign.

Senator DAVIS. Do you recall any statement from the govern-
mental officials saying that we ought to get out of the lace business
in America and let England and France make it, that we may be
able to export some of our farm products and other industrial products
to those countries in exchange for lace?,

Mr. Scm, oss. Yes, sir. -Secretary Wallace made that statement.
Senator, DAVIs. How many, employees in the United States in the

ace industry?
,Mr. S,14Loss, In, the lace industry itself, in normal times. between

9,000 and 10,000. " 1 , I
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Senator DAVIS. The service organizations to the lace factories,
how many of those are there?

Mr. ScHLOSS. I would not like to guess, but we use cotton, we use.
rayon, and we use dyeing and finishing chemicals and dyestuffs, and
our wage rates are practically the highest of tie textiles-for any
industry probably-in this country.

Senator DAVIS. What is the difference in the wage as between the
lowest worker in France and the lowest worker here, say in Scranton,,
Pa.?

Mr. SCHLOSS. III normal times, our lace weavers or twist hands
as we call them, earn on an average of $52 a week. That is an aver-
age. Some weeks they go higher and some weeks lower. In France,
we have letters in our file saying that if they earn $13 to $14 a week
they consider it a very good week.

Senator DAVIS. Is the freight transportation from Calais to New
York City, and the freight by train from Scranton to New York
City, do you know what that difference would be?

Mr. Scr, oss. I don't know; I could not answer that.
Senator )AvIs. Could you furnish us that for the record?
Mr. SCHLOSS. Yes; I 'would be glad to. Senator, Scranton is

really not lace; it is lace curtains. But F'hihldelphia is important
in lace.

(Information requested is as follows:)
Freight rates are as follows:
From alais to New York: 700 francs per cubic meter plus 50 percent or 1,050

francs. M ininum bill of lading 300 francs plus 50 percent-450 francs.
From Scranton to New York: 73 cents per 100 pounds from door to door, via

Erie Railroad.
Senator DAvis. But the foreign competition is practiceily destroy-

ing the lace industry in America?
Mr. SCoLoss. Definitely destroying it, sir. We are all running on

short time and very few machines, whereas the importations in spite
of the war, are t'enendous and at landed prices that are about half
the cost of what our manufacturing costs are.

The CHAIRMAN. How does it compare with the rates before the
Forduey Act?

Mr. ScHLoss. I believe before the Fordney Act, we had the Under-
wood tariff, and that was 60 percent and of course, there was not
any ffitler, at. that time, but, it was Raiser. Wilhelm that helped the
lace industry in this country, because they could not ship over here,
but in spite' of that lowering, we got along, but then when the 1922
tariff came along, we were given 90 percent, and the rate has been
at that since, until Mr. Bull's treaties.

Senator DAVIS. What is the difference between the Underwood
tariff for revenue and these reciprocal trade agreements?

Mr. SCHLOSS. In rates, you mean?
Senator DAVIS, Yes.
Mr. SCHLOSS. Well, the trade agreement with France has reduced

some articles from 90 to 50 percent; others from 90 to 60 percent, and
others from 90"to 65 percent, antd the' Uilited Kingdom treaty redced
the tariff from' 90 to 45 percent.

Senator DAVIS. I remember being in London when that treaty was
signed, and the newspapers were very very jubilant. over the fat that
they had this trade treaty-that it meant so much to I bent over there,

215171--40--..20
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Mr. ScHLoss. We have those papers from France.
Senator DAVIS. What I am trying to get at is, what was the rate in

the Underwood tariff that was known throughout the country as a kinid
of a free-trade bill?

Mr. ScHoss. Sixty percent.
The (HAIIMA. That was not free trade, was it; 60 percent?
Mr. Sc oss. Well, Senator, 60 percent ad valorem seems a

high rate--
The CHAIRMAN (interposing). I understand. but that is not free

trade.
Mr. ScHross, No; it is not.
Senator DAVIS. It is more or less free trade as far as competition is

concerned.
The CHAIRMAN. Why (10 you )o0p01 put out that kind of an

impression as an argument, that it is a free-trade bill when it carries a
60-percent rate?

Mr. Scim oss. I think it is worse than free trade, for this reason,
that it simply acts as a tax on the people, on the consumer. It does
not protect an American industry when the goods imported carry a
tariff of 60 percent and bringing lip the cost of the imported article
and not helping the American industries or American labor at all.

The CHAIRMAN. You think all around then it would be better to
let it come in free rather than 60 percent?

Mr. ScHLOSS. Well, don't ask me that question, because I don't
like to answer it. I would not like to take away what we have got.
We try to struggle along and hope for-I won't say a change of
administration~-but a change in the tariff.

The CHAIRMAN. What do you mean by a change in the adminis-
tration?

Mr. ScHLosS. Possibly a protection administration.
The CHAIRMAN. I think now I understand you. All right, proceed.
Mr. Scimoss. I am quite ready to concede that the lace lnanufac-

turing industry does not compare in size with some of the larger
industries of the country. However, it is a part of the textile industry
which is one of the largest industries of the country and if the various
branches of the textile industry are to be exterminated, the goal of
reestablishing employment and prosperity will certainly not be brought
nearer.

The procedure as you know, in writing trade agreements, is for
the Committee for Reciprocity Information to give a hearing to a
certain industry. After that' hearing, the industry has no further
opportunity to defend itself against the attacks by foreign negotiatots
and when the treaty is finally promulgated, the industry is handed
the treaty, resulting from the secret negotiations between the so-
called Government experts and the foreign negotiators.

When errors have developed, there has been no redress, although
the treaties do contain certain escape clauses, The State Department
has absolute power in the matter and an injured party can go no
further than to the State Department where the treaty was written
end where first and last decisions are made.

Senator DAVIS. Were you called in when the committee had up the
l a c e s c h e d u l e ? ' ' . . .' , .I , , '

Mr. ScILoss. We had a hear bfeore the treaty was written.'
Senator DA~VIf. Did the Seretary' of State give you a liearink?

Did you discuss this matter with him?
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Mr. SCHLOSS. No.
Senator L)AvIs. Whom (lid you discuss the matter with?
Mr. SCHLOSS. The Committee for Reciprocity Information,
Senator DAVIS. Who is tle Cormmittee for Reciprocity Informa-

tion?
Mr. SCHLOSS. At that time I think Mr. Fox was the chairman.
Senator DAVIS, Who is Mr. Fox?
Mr. SCHLOSS. He is a member of the Tariff Commission.
Senator DAvIs, Very well; proceed.
The CHAIRMAN. He treated you courteously, (lid lie not?
Mr. ScHLOSS. Oh, yes; certainly.
Upon publication of the treaty with France, there were pointed out

to the Committee for Reciprocity Information three flagrant errors
due to indefinite and misleading phraseology. These errors resulted
in reductions in tariff duties which the negotiators themselves did not
intend.

We called these errors to the attention of the Ways and Means
Committee and, therefore, I will not repeat them here, but 1 wish to
state that after the Committee for Reciprocity Information granted
our industry a hearing, on June 9, 1938, in order that we may point
out the errors referred to, it took more than I year from the time of
that hearing to receive the decision of the committee in a letter dated
June 23, 1939, from Dr. Grady, then chairman of the committee. In
that letter Dr. Grady wrote as follows:

The CHAIRMAN (interposing). That would indicate that they were
giving a long consideration to it?

Mr. SCHLOSS. Yes, indeed.
The CHAIRMAN. So it was careful.
Mr. Scuoss. I don't know how careful it was. It was long.
Senator DAVIS. In the end, it was not satisfactory to you?
Mi'. ScHLOSS. I am going to toll you what they told us. This is a

quotation from Dr. Grady's letter:
On the basii of these studies the committee on trade agreements has reached the

conclusion that it would not be appropriate to request a modification of the trade
agreement with France under article XI of that agreement. The committee was
of the opinion that such influence as the depreciation of the French franc has had
on imports by the United States of manufactures of lace benefiting from the pro-
visions of the trade agreement with France has been but one of various factors
which contributed to the difficulties experienced by the industry in 1938 and ha
not been of a character to warrant detion of the sort.requested. r

The facts developed during the course of this investigation include evidence of
shifts which have taken place in the character of our lace imports since 1936 and,
In particular, the significant change which has occurred in the nature of our im-
ports of silk levers lace from France. In the event the. agreement with France
should be subject to revision those concerned with the preparation for such negotia-
tions would of course have this data before them for consideration and will give it
their caref ul consideration.

In the meantime, the value of the French franc had depreciated
66% percent. from 6.65 to about 3 cents.

Senator DAVIS. With the. depreciation of the franc, it makes the
goods that much cheaper by this act, because you get'more francs for
our dollar than you get otherwise?

Mr. SCHLOSS. Surely.
Senator D,&vis. That means just like a lowering of the tariff, doesn't

it? -- I V I . II I I , in effect
Mr. SCHLOSS. Very much so. It is exactly that in effect



I2lCIPIOCAL TI1AD1,I AIIEMENTS ACT

At the hearing preceding the negotiations with the United Kingdom
we were asked to suggest to the Committee for Reciprocity Infornin-
tion what concessions could be made to the United Kingdom which
could do the least injury, if any at oil, to the American Lace Manu-
facturing Industry. We accordingly made the suggestion that a
reduction in the rate of duty on the better quality of cotton nets
would not be injurious to the American industry. When the United
Kingdom treaty was finally concluded, it contained a very serious
error inasmuch as the language of the treaty, instead of reducing the
duty on cotton nets, reduced tie rate of duty on nets wholly or in
chief value of cotton. The phraseology mado the reduction apply to
goods which were never intended. They were not the product of the
United Kingdom but were being, produced principally in France and
Switzerland. We immediately called this error to the attention of
the Committee for Reciprocity Information before tile effective date
of the treaty.

Under (late of January 6, 1939, tile committee wrote as follows:
This matter * * * had the Inmediate consideration of the committee,

and after careful examination the British were sounded out on the possibilities
of making a change p rior to January 1. This was found, however, to be linpos-
sible in that the British authorities required some Investigation to be necessary,
work which could not be completed in the tinm at their disposal. It was there-
fore found impracticable to carry the matter further at this time.

And again under date of January 9, the Committee for Reciprocity
Information wrote us as follows:

Following receipt of your letter of January 6, I have taken up with the Gov,-
ermnent departments concerned the question of providing special classifications
in 1939 for reporting the imports of nets and nettings made on the Bobbinet
machine, on which a concession was made in the trade agreement with the
United Kingdom.

Arrangements have been made to provide headings under this class to show
separately the imports of net,; and meetings containing rubber and not containing
rubber.

Accordingly, we have been watching the importations of these
goods during the year 1939 and these importations have been entirely
from France, with the exception of one importation from Switzer-
land. Not any from the United Kingdom.

The treaty provides that if the major benefits of concessions go to
other foreign countries, each high contracting party reserves tile right
to withdraw or to modify any concession grunted.

Accordingly on February 5 of this year, we took up the matter with
the Committee for Reciprocity Information and asked whether
anything could be done to alleviate the situation. In response to
this, we received a letter from thorn under date of February 9 in
which they state:

It should b appreciated that until some evidence can be given of substantial
damage to the domestic industry, the fact that a small amount of imports comes
from France and Switzerland, rather than from the United Kingdom, affords little
basis for revision of the United Kingdom agreement as affecting these products.

We concede that importations of the item referred to have been
small up to this time. This is 6ntirdy'due to the fact, however, that
the bobbinet machines in France have been fully occupied manu-
facturing other goods for the American market which goods were
formerly made in American factories and by American labor.
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This product has given full employment to the French manufactur-
ers and it has not, as yet, been necessary for them to develop other
articles for their machines.

However, this is only a temporary condition and it will not take
long before these im )orts will increase by leaps and bounds.

Senator CLARK. Your contention is, that while you have not been
hurt, that you may be hurt?

Mr. SCHLOSS. On this particular item, which was never intended to
be reduced in the treaty, and concededly so.

To continue: This will happen as soon as market conditions make
it desirable for the foreign manufacturers to use their machines for
the manufacture of other articles for which the American manu-
facturers, at great expense, have done the experimenting and have
created a market.

However, the statistics already show, that during the month of
December 1939 the importation of these goods from France rose tb
59 percent of the entire importations during the year, thus proving
that there is already evident a building up of importations of these
goods.

The letter from the Committee for Reciprocity Information also
mentions the fact that we have not given any idea of what domestic
prices or costs of this kind of material are. In the first place, they
hucve never asked for it and in the second place, why do they mention
this fact at all at this time, when Secretary Hull anid Dr. drady and
Mr. Noble insist that the differences in costs of production should not
form the basis for tariff rates.

The inference from this letter is clearly that until some evidence can
be given of substantial damage to the domestic industry, we are
helpless,

Senator CLARK. Where did you ever see a statement from Dr.
Grady or any of these other gentlemen that the cost of production
should not form the basis fo- tariff rates? Where they said that it
should not form the basis? They said, did they not, that it should
not form the sole basis for tariff rates, but I have never read or heard
that they said that it should not form a basis.

Mr. ScHLoss. One place where I heard it was at a debate in the
Town Hall in New York. I was present there, and I am very sure--

Senator CLARK (interposing). Who said that?
Mr. SCHLOSS. Dr. Grady. fie never used the word "sole". He

said they could not use that as a basis. Ile said that the cost of
productfin cannot be used as a basis.

Senator CLARK. Do you mean to say that lie said it was not one
of the elements that should be considered?

Mr. SCHLOSS. He (lid not.
Senator CLARK. Do you contend it should be the sole basis?
Mr. SCHLOSS. No; I do not.'
Senator CLARK, For instance, how would you go about finding

what the cost of production in a Japanose factory was in Japan?
Mr. ScHLoss. I don't know.
Senator CLARK. I was in Japan 3 or 4 years ago, and it took all of

the diplomatic powers of the United States Government to obtain a
Pass for Senator Robinson and Senatoi Byrnes out of the whole party
to go into the town of Osaka and go into one of their factories. How
would thn United States Government go about setting up a basis?
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Mr. SCHLOSS. I do not say it should be the sole basis. In their
letter they asked for costs, and why should they do that if it is not to
be used as a basis?

Senator CLARK. I was just trying to develop your position in the
matter.

The CHAIRMAN. Dr. Grady said the other day that it was one of
the factors.

Senator CLAuK. That is the statement I have always heard made
by all concerned.

Mr. SCLOSS. I am very positive, Senator, that at the Town Hall
debate, he did not make that statement. He said that the cost of
roduction cannot be used. There was nothing said about the sole
asis. And even Chairman Doughton of the Ways and Means

Committee made that statement. lie asked me about it.
The CHAIRMAN. There is handed to sue here a question which was

put to Dr. Grady when lie was on the stand, and we have to give some
effect to the statements here before this committee in consideration of
the fact rather than what may have happened at some town-hall
meeting. Senator Vandenberg asked Dr. Grady:
To what extent do you consult the difference in the cost of production?

And Dr. Gady answered:
It is one of the factors. We do not send people abroad, it would not be profitable
to send abroad to get all of these factors, but we get testimony at the hearings
from domestic industries which we tako into account.

Mr. SCHLoss. Well, Dr. Grady is wrong as far as the lace industry
is concerned, because the Tariff Commission had a man over there, I
think years ago, a few years ago, who spent, I think, 6 months going
into costs in France ana Belgium factories.

The CHAIRMAN. Might you not have been mistaken on what you
heard at the town hall in view of this statement?

Mr. SCHLOSS. No; I am very positive. Because I was very much
interested, and in fact I think there is another witness who is here to-
day who can back me up on that statement.

As to what I have said, I just want to say this:
In other words, we must be bankrupt before the State Department

finds it necessary to consider a revision.
Evidently, the State Department does not believe in the old adage:

An ounce of prevention is worth a pound of cure.
In the case of the French treaty, we have shown substantial damage

to the domestic industry but there is no evidence that we may hope
for any possible relief from the State Department. It is for this reason
that I suggest and hope that in any extension 'of the Reciprocal Trade
Treaty Act, provision be made:

First: That American citizens may have the right to a appeal to some
Government agency, other than the agency that actually negotiated
the treaty, and

Second: hiat sbme basis be prescribed foy the establishment of
rates of duty.

As an ordinary businessman and citizen, I cannot see the logie of
allowing the negotiators of the treaties to be the final judges a4 to
whether or not an injustice has been done by them,and whether'or not
a correction should be made by them. I ' ' ' I

If that method is to persist, it is pure dictatorship.
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The treaties, themselves, provide for corrections but the negotiators
up to now have made not one correction, although over 1,000 changes
have been made in the tariff rates,

The CHAIRMAN. Now, let ine ask you this. You say that there
was, in 1939, $2,376,000 of lace come in?

Mr. ScHLoss. In 1939, they were larger than that. In 1939, they
were nearly $4,000,000 of foreign value.

The CHAIRMAN. Of the machine made?
Mr. Scimoss. Yes. That would represent a donlestic value of

about $12,000,000.
The CHAIRMAN. Do you know what they were in 1926 under the

Fordney Act?
Mr. SCHLOSS. I have not those figures available.
The CHAIRMAN. The figures that I get from the experts of the

Tariff Commission were $6,146,000.
Mr. SCHLOss. What was the rate of exchange? Did they tell you

that?
The CHAIRMAN. I have not gone into that.
Mr. SCHLOSS. That makes a difference.
The CHAIRM AN. I will ask you, do you remember?
Mr. ScHLoss. What years?
The CHAIRMAN. 1926?
Mr. ScHi oss. I think they were around 7 cents; between 6 and 7

cents.
The CHAIRMAN. I am told it was 4 cents.
Mr. SCHLOSS. During the entire period?
The CHAIRMAN. Not during the entire period. But it is a little

surprising to you that under the JFordney-McCumber Act that you
have talked about and somewhat appraised, that the average imports
were 50 percent larger than they werb in 1929.

Mr. SCHLOSS. They were not larger, Senator, when you take the
exchange rate into consideration.

The UHAIRMAN. All right.
Are there any questions?
Senator DAVIS. During the Fordney-McCumber bill a dollar was

worth a dollar. Today it would be valued down to about 50 or 55
cents, isn't it?

Mr. SCHLOSS. Yes.
Senator DAvIS. That makes a great difference in the tariff, too,

doesn't it?
Mr. SCHLOSS. Certainly.
Senator DAVIS. What difference does it make? Could you put

into the record that differential?
Mr. Scioss. I suppose I could. How would you like that? Just

the difference in the totall value of imports based on the gold value of
the dollar and the present vulue of the dollar?

Senator DAVIS. That is right,
Mr. SCHLOSS. We could put that in for you.
Senator DAVIS. I would appreciate very much if you would put

it in.
(Mr. Schloss did not furnish the information requested above prior

to the time of the finai print.)
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The CHAIRMAN. I may say to you just for the record that Mr. Fox,
.one of the Commissioners for the Tariff Board, in reference to your
testimony says:

In arriving at these various factors, the cost of production and the competitive
factors such as methods of production, comparability as to quality, technological

,changes and other factors are considered by this Board.
That is all.
Mr. SCHLOSS. Thank you, gentlemen.
Senator DAVIS. As I see it, Mr. Chairman, about all that they did

,do was to consider it. They did not give any relief.
Mr. ScHmoss. No action whatsoever.
The ChAIRMAN. The next witness is Mr. C. B. J. Molitor.

;STATEMENT OF C. B. J. MOLITOR, REPRESENTING THE NORTH
AMERICAN LACE CO,, PHILADELPHIA, AND CHAIRMAN OF THE
TARIFF COMMITTEE OF THE AMERICAN LACE MANUFACTURERS
ASSOCIATION

Mr. MOiITOR Mr. Chairman and gentlemen, as chairman of the
tariff committee of the American Lace Manufacturers Association,
I wish to augment my few remarks made before the Commitiee on
Ways and Means in opposition to a continuance of the so-called
'Trade Agreements Act as at present administered.

The evidences presented by myself, as well as by many other
witnesses appearing before that committee, of damage done to estab-
lished industries, as well as evidence of the rigging of duties by foreign
governments prior to negotiating reciprocal trade agreements with
our Department of State, I believe couhl not have been possible
were ratification of the Treaties by the United States Senate carriedon as is required under our Constitution for ordinary commercial
treaties, and as was incumbent, similarly, on the negotiators of 19
'out of 22 countries with whom we have written trade treaties.

The CHAIRMAN. It is your opinion, as I understand, that if it had
been left for ratification by the Senate, that none of these agreements
would have been ratified?

Mr. MOLITOR. It is not my opinion. It is my opinion that none
of the treaties which were written under the skulduggery such a the
French agreement'was written undet, would be ratified.

The CHAIRMAN. You think they would not?
Mr. MOLITOR. There is no question about it. I think that is quite

,obvious.
The CHAIRMAN. Is the organization which you represent affiliated

with the Manufacturers Association of Pennsylvania?
Mr. MOLITO. I could not say, as a matter of fact; I am not sure--

I believe so. You mean the North American Lace Co., with which
I an associated?

The CHAIRMAN. Yes.
Mr. MOLIrOR. I believe they are.
Senator CLARK. Are they a member of the National Association of

Manufacturers?
Mr. MOLITOR. I believe so.
Senator DAVIS. You just believe so? You don't know?
Mr. MOLITOR. I know they are members of the National Manu-

facturers Association. As to whether they are members of the Penn-
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sylvania Manufacturers Association, I would not say, as a matter of
fact.

The CHAIRMAN. And Mr. Grundy?
Mr. MOLITOR. Mr. Grundy has nothing to (1o with our organization.
Tito CHAIRMAN. I did not'ask you in that vein.
Mr. MOL TOR. I happen to know Mr. Grundy, an(d I have the

greatest respect for him.
Senator CLARK. You have what?
Mr. MOLITOR. The greatest respect.
The CHAIRMAN. But lie is not a member aud has nothing to do

with your association?
Mr. MOLTOR. None whatsoever.
The CHAIRMAN. There is no connection between your company

and anything with which he is connected?
Mr. MOLITOR. I would not wtnvp, to say that as a matter of fact.

As a matter of fact, I am the sales manager of the North American
Lace Co. I have no ownership whatever in the organization. I am
an employee, a laceworker, if you will, appearing here in that capacity.

The CHAIRMAN. All right; proceed.
Mr. MOoOR. I am certain that given the opportunity for study

of the French agreement, for example, in 1936, the United States
Senate would never have acquiesced to such a document conceived
in the chicanery of foreign diplomacy. The jobs vold then have
been saved for some 5,000 Americani laceworkers, who have been
sacrificed at the altar of so-called reciprocal trading.

I ask that you study the facts presented before the Ways and Meims
Committee, relating to the French agreement and the American lace-
manufacturing industry. This will show what has been possible insider
this act.

Senator 1DAvIS. Where are those 5,000 men employed?
Mr. MOLITOR. I could not answer that. A good many of then are

on relief and getting jobs wherever they can.
Senator I)AVIS. Where were they employed?
Mr. MtoTOn. In lace manufacturing.
Senator I)AVIS. In the several States?
Mr. MOLITOR. The lace industry is situated in about five States.
It will show how imports of some laces, due to tariff reduction and

a subsequent currency (Iepreciation of 66% percent, had increased
over 6,000 percent, while American lace workers walked the streets
in search of jobs. It will show how the French Government raised
its duties for bargaining purposes immediately prior to the nego-
tiation of a trade a agreement with our Department of State.

While ours is, indeed, a very small industry, it has been, however,
a well-established one, giving employment under normal conditions
to about 10,000 skilled artisans, ;ho have spent many years in
apprenticeship in learning their intricate trade. Though small, I am
certain Congress never intended that any established industry, such
as ours, be ruined.

I realize thoroughly that because our industry was both numerically
and politically unimiortant it was singled out by both Mr. Hull and
Mr. Wallace in 1934 for annihilation for the ambitious purpose of
unproving our economy through the possible increase of exports to
France. Our exports to France have increased, it is true, but 1
subrhit these are principally exports of death, made expedient by
present hostilities in Europe, and in spite of the French agreement.

307



RECIPROCAL TRADE AGREEMENTS ACT

I do not believe that this august body, when delegating its powers
to the Executive for negotiating trade agreements in 1934, due to the
then-existing emergency, had in mind to delegate to the State Depart-
ment the unbelievable powers of life and death over American indus.
try. But that is exactly what has occurred. Both the Secretary of
State and the Secretary of Agriculture have publicly advocated sacri-
ficing our industry and its thousands of workers to promulgate their
untried scheme of world economics.

I believe there exists no group in this country, no matter what may
be their qualifications, that should be granted such authority without
the checks and balances that are tantamount to constitutional
government.

Those of us in industry, and no doubt the same is true of those in
agriculture, have lived in constant awe of being "snuffed out" through
the process of negotiating these treaties, while our Government has
been raising our costs of production. Unfortunately for those of us
employed in lace manufacturing, our fears have proved justifiable.

Incredible as it may seem, an industry which has been chosen for
economic death by our State Department-as ours has been-due to
the nullifying under this act of section 516 (b) of the act of 1930, has
even less legal right in defense of its existence than the most obnoxious
criminal in our midst. Such at, unfair, un-American condition
may have been justifiable under the guise of emergency, but I am
certain Congress never intended that such a situation should prevail
perpetually.

Leot us look for a moment at the procedure followed in writing a
trade agreement.

An American industry is advised that some foreign government
with whom a treaty is contemsplated requests a reduction in the
American rate of duty which has been its only protection from
competition of low-wage countries.

An industry, to protect itself, must appear before the so-called
Committee for Reciprocity Information with no knowledge whatsoever
of what specific change in its tariff schedule is contemplated. It
must present its case before that committee in only abstract generali-
ties. Surely that is not consistent with democratic procedure.

I am sure Congress never knowingly intended such a situation to
exist.

In 1934 we heard much from the lips of Mr. Hull and Mr. Wallace
about the great benefits that were to be derived from this program
for agriculture. Very little was said about the increaing of our
exports of our industrial products; for was not tbis a program to help
our depressed agricultural population? Our Secretary of Agriculture
thought so much of is possibilities as a means of increasing farm exports
thathe went about the country lobbying for tiiis legislation. Some
mention was made then, rather apologetically, to the effect that some
of our industrial exports would be improved. But this was essentially
a great farm program.

But whjt has actually happened?
Farm-pyoduct exports since 1934 have dropped by over $100,000,000

and still Mr. Wallace testified before this committee that the trade
elements had increased foreign markets for agriculture. Mr.
allace, in my opinion, has admitted the bankruptcy of reciprocal-

trade agreements as a means of increasing farm exports when le has
championmd the payment of export subsidies to producers of our
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principal farm products. Surely if reciprocal-trade agreements in
effect since 1934 were actually doing the job for which they were prin-
cipally advocated and which Mr. Wallace at times claims for them, it
would not be necessary to pay export bounties to accomplish the same
result, namely, that of increasing our farm-product exports.

Though Mr. Wallace las appeared before this committee ttdvocat-
ing the continuance of this act, it would be well to note that elsewhere
he has not appeared quite so enthusiastic about reciprocal trading as a
means of helping some of our farmers. He stated this spring before
one of our congressional committees:

The reciprocal-trade program has not brought back to the farmers of the United
States more than a small portion of their lost markets for wheat, and because of
world conditions cannot do so in the future.

Every means has been used by proponents of this program to con-
vince the farmer that it is his salvation. The chief proponent of this
act even has gone as far as quoting in a broadcast speech before the
American Farm Bureau Federation the fact that the trade agreements
have increased farm exports, comparing exports of the year 1935
(a year of drought, mind you) with those of 1938, when as a matter of
record exports of farm products have dropped by $104,000,000 since
the year this program was initiated. They are even below those of
the year 1932 by more than $60,000,000.

Frankly, our interest, as lace manufacturers, in the farm-product
exports as related to reciprocal-trade agreements, may be more readily
appreciated when one realizes that the State Department has told us
repeatedly in effect that our sacrifice as an industry could only be
considered in the light of the great gains to be brought to our depressed
farm areas.

This whole question of tariffs has been for American industry a
matter of perpetual "jitters." One political party advocates the pro-
tection through tariffs of our industries and agriculture, while the
other party at times believes in tariffs for revenue only. I believe
this to be too important a question to be made the political football
of any party or parties.

I believe this is the opportune time to streamline our whole tariff
structure by a truly scientific analysis by a committee of qualified,
impartial experts, who may make a very exhaustive study of this
important problem as related to our present economy and that of
our neighbors.

Senator CLARK. That is just exactly what we have under the
present law.
Mr, MOLITOR. I don't like to get into a debate on that question.
Senator CLARK. You are expressing your opinion and I am express-

in& mine.
mr, MOLITOR. That study should include a complete unbiased

analysis of very reciprocal-trade agreement written since the incep-
tion of this act. That study should take cognizance of legislative

actions of our Government to further enhance the living standards of
our workers by establishment of a shorter work week and a minimum
wage and its relationship to tariffs, Until such a scientific study has
been made and a full report made to the Congress, I earnestly suggest
that this act be not extended when it shall have expired on June 12
next, at least in its present form., - ' I I

However if it be deemed advisable to extend the Trade Agree-
ments Act further, it should be extended only with the constitutional
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provision of ratifieation in s1ome practical form to gilird against.
further errors of adilniiist ration such as hii ve occurred il the past.

The CHAIRMAN. May I ask you, what is the en pitilza i ion of the
North American Liace Co.?

Mr. Mov'ron. I could not tell you.
Te CHAIRMAN. You doii't iriow?
Mr. Moiron. I don't, know.
The CHAIRMAN. 1)o you know whether they have declared any

dividends lately?
Mr. M OaTOR. I don't know. As I told you before, I am only an

employee. And I don't know. I don't own a share of stock in any
lace company ill America.

,io C HAl-i1N. It iS rel)ilted to be a pretty l)rosperous concern?
Mr. MOirTO . I believe the Tariff Commission has it record of the

profits of the lace industry which they received iin an investigation
during the past year. I think they contld answer the question.

The CHAIRMAN. You are not close enough to tell?
Mr. MOLITOn. 1 am an employee of thw North American Lace Co.,

m(d I am not interested in the ownership of the company.
The CHAIRMAN. And you don't know whether they are paying

any dividends or not?
Mr. MOLiTOR. I could not tell you. As a matter of fact, there

are two branches to our company, one of which is the lace manufac-
turing and the other is the lace curtain manufacturing, and as I am
not interested in the lace curtain industry, I could not tell you jusl
what the circumstances arc.

The CHAIRMAN. How about the othtr branch of the industry?
Mr. MOLITOR. The Levers brunch, if you must know, has lost

money since the inception of the French agreement in 1936. The
records show, records which the United States Tariff Commission
have received, I believe they will substantiate our statement.

The CHAIRMIAN. How about the other lace companies?
Mr. MOiITOR. I cannot answer. I will only say this to you, sir,

that the production in American, despite tremendous increase ill the
consumption of laces in America, production in such mills in America
has dropped in 1938 to 40 percent below 1935, which was, after all, a
depression year, and in 1939 the production was 25 percent below
1935. The production of the Norih American Lace Co., I can only
estimate, has been, in the past 3 years, I should judge, not over 20
percent of capacity, and it may interest you to know that the North
American Lace Co. is now, through force of circumstances, importing"
laces from France, despite the fact that we are operating less than 20
percent of our capacity.

The CHAIRMAN. You are kind of addling to this situation that you
complain about?

Mr. MoLrrou. Well, of course, if our Government wants us to go
into the importing business, we have to do it as a means of self-
preservation.

The CH#IRMAN. You are an importer as well its a producer?
Mr. MOLITOR. Senator, I don't believe we could be accused of

doing that. I don't believe that I could be accused of doing it. I
don't believe anybody has been more active in attempting to save
the jobs of the men in our industry than I have.
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The ('IAIRMMN. You have impressed me very well as a fellow who
knlows, his bisihllss. You tiilk that way; I an just trying to got the
f lets,

Mr. MoIToR. I am glad to helJ) you as much as I can.
The CHAIRMAN. You haV not helped Very much about this profit

business.
Mr. MoIATolt. 1 have told you. I would like you to repeat the ques-

tion, if you will, and I will attempt to answer it if I can.
The CHAIRMAN. Well, one question I understood you to answer was

that you were not only producing laces in the United States, but you
are complaining about importations from France, and yet you are
indulging in importation.

Mr. MOLITOR. We lhve just recently started to import laces.
The CHAIRMAN. When was that?
Mr. MOLITOR. I should sa about 6 months.
The CHAIRMAN. That is al
Senator CLARK, It, is a fact, is it not, that the duty, not the 90 per-

cent duty on tie type of lace most directly competitive in the United
States, those were not reduced by the French agreement?

Mr. MOATOR. I won't agree with you, sir. That is not the fact.
Senator CLARK. How much were they redliced?
Mr. MOLITOR. That is tie contention of the experts for the Com-

niittee for Reciprocity Information.
Senator CLARK. That is the Tariff Commission.
Mr. MOTTOR. The United States Tariff Commission, or whoever

made that stattement, is not apprised of tie real trite facts. As a
matter of fact, we have a statement---Mr. Schloss, I believe, read a
letter from Mr. Grady acknowledging the fact that silk laces, for ex-
ample--one of the rltes of duty which were reduced, male it possible
for a shift to take place, that shift being a shift of the production from
America to 'France: If you would like to see it picture---

Senator CLARK (interposing). The total value of domestic lace pro-
ducion in 1937 was almost back to that of 1929, was it not?

Mr. Moron. I cannot answer offhand.
Senator CLARK. In 1937 it was $26,770,273 as against the peak in

1929 of $27,930,707.
Mr. MONITOR. Yes.
Senator CLARK. It declined back in 1937 to within hailing distance

of the 1929 figures.
Mr. MOLITOR. Tlhat really (lees not prove anything, Senator, be-

cause as the chairman pointed out a little while ago, lace is very much
dependent upon style factors, and while my memory does not serve me
exactly, it might be possible that in 1929 when everybody else was
enjoyilg the greatest prosperity, laces wore riot in style, with the
result that our production may not be as great.

Oin the other hand, if we were going to look into figures of produc-
tion, I believe you will find the figures of 1939, judging just on the
figures that we have within our association--

Senator CLARK (interposing). Those axe not available.
Mr. MOLITOR. Well, 1938--you will find the figures of 1938 approxi-

mately 5%, to 53 million dollars. And 1939, 6 million dollars.
Senator CLARK. Tile last figure of the Census of Manufactures is

for 1937, because they are only published in alternate years, and we
do not have the 1939 figures available, but in 1939 there were employed
in the American lace industry, 8,109 as against only 6,854 in 1929.
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That would not indicate that the employment situation had been
harmed.

Mr. M on, Let me say something further to you. The French
trade agreement was not really effective--did not really become effec-
tive as far as the damage to our industry is concerned, until 1938. I
do not contend that the reduction in rates by the State Department
in the Frenich agreement were by any means the most important factor.
As a matter of fact, just as important a factor was the reduction in
the French franc, which depreciated 66% percent and during that
period until the depreciation of the French franc had become really
effective, we did not begin to fool the real effects of the French agree-
mont.

Senator C',RK. Another witness appearing on the same side as
you was complaining about the depreciation of the American dollar.
The previous witness complained about the depreciation of the
American dollar, and you come in here and say that the injury was
done through the depreciation of the franc.

Mr. MOLITOR, I think the record will show that it was the depre-
ciation of the French franc.

Senator CLARK. No. Senator Davis asked him the question, and
he answered Senator Davis on that point of the depreciation of the
American dollar. I want to know if it was the depreciation of the
French franc or the depreciation of the American dollar? ,

Mr. MoLITon. I would just like to take a minute of time to explain
it. I want you to know that I am not here to make a noiso--

Senator DAVIS (interposing). We were discussing the difference in
the Underwood tariff and the valuation of our own currency. That
is what we were discussing. The Underwood tariff was in force during
the war. You go just so far back, that you don't got involved in the
real issue.

Mr. MOTATOR, I want to say to you that we are hurt; there is not
any question about that. You can trip me up on questions that I
cannot answer, but our industry is really seriously hurt. I mean, there
is not any question about that. All of the evidence is available. The
gentlemen here asked me about the profits of our organization. The
mere fact that our particular concern is involved with two industries
and the profits of one may have something to do with the losses of
the other, does not have anything tb do with the fact that our industry
is almost ruined and it is going to be completely ruined; there is not
any question about that.

I just want to cite a few figures for you.
Here are the imports in 1934 of silk laces, the duty of which was

reduced under the agreement-5,193 pounds; 1939, ior 12 months,
they were 299,000 pounds. Where do you think they caie from?
The production that would have gone to American workers--that is
the answer; there is not any question about that.

The CHAIRMAN. Yes; but you have stated that during at least 8
months of 1939 that your company, one of the big companies engaged
in this industry, was importing these laces.

Mr. MOLITOR. Of course, sir; and we are continuing if our Govern-
ment insists on pursuing this policy. To stay in business we will have
to continue to o so, and import more and more. I have bawled my
lungs out; J have appeared before every committee that I possibly
could, to fight for our workers, but if our Government don't want to
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save them, we are going into the importing business. What else can
we do? I ask you.

The CHAIRMAN. I know that you are going to handle it right, be-
cause you are smart and alert.

Mr. MOLITOR. No, I am not smart or I would not be in this busi-
ness I assure you.

The CHAIRMAN. Thank you very much. At this point I wish to
place in the record a statement submitted by the Anmigainated Lace,
Operatives of America.

AMALGAMATED LACE OPEIIATIVMR OF AMERICA,
Philadelphia, Pa., February 97, 1900,

Mr. Chairman and Htonorable Members of the Finance Committee:
Organized in 1892, the Amalgamated Lace Operatives of America is a labor

union that has within its membership 98 percent of the lacenmakers operating
levers lace machines in the American lace manufacturing industry.

It has consistently mlaintaied its position as the foremost textile union in the
country; providing for its znemibers wage rates thgt are not equaled by other
textile industries, a maximum workweek of 40 hours, provides a death benefit of
$750, sick benefits, and mininimun strike benefits of $12 per week.

There are 43 lace plants in the country confined to the following States: Rhode
Island, Pennsylvania, New Jersey, New York, Connecticut, Massachusetts, and
Ohio.

The purpose of this brief is to set forth the opinions of the wage workers of the
American lace industry with respect to the proposal to extend the life of the Trade
Agreements Act in its present form or to amend the act to provide for Senate
ratification of all future trade agreements,

Since the Finance Committee desires to assemble all material facts in connec-
tion with the matter under consideration, we direct the coinittee's attention to
the trade agreement with France that became effective June 15, 1936. In this
agreement, the duty rate was substantially reduced on practically every classifica-
tion of inachine-made lace, other than cotton laces of coarser gages. the follow-
hlg items were affected: Silk lacesi, cotton laces of 12 points or finer; silk veilings;
rayon veilings.

Since the agreement has now been in operation for more than 3%j years, we are
In a position to refer to statistics compiled by the United States Department ef
Commerce which so vividly portray the treme;dous increase of impor'.ed laces.

SILK LACES Pounds

1935, prior to agreement ------------------------------------------- 10, 938
1936 (53 months), prior to agreement ------------------------------ 5, 569
1936 (6)i months), agreement in effect ----------------------------- 41,072
1937, agreement in effect --------------------------------------- 151,642
1938, agreement in effect --------------------------------------- 247, 623
1939 (11 months), agreement in effect ----------------------------- 288, 8O

COTTON LACES (12 POINTS OR FINER)

1985, not segregated.
1936 (6/1 months), agreement in effect ---------------------------- 210, 052
1037, agreement in effect ------------- --------- ----------------- 431,111
1938, agreement in effect ---------------------------------------- 523, 523
1939 (11 months), agreement In effect ----------------------------- 947, 033

* SILK VEILINGS
1935,prior to agreement ...---------------------------------------- , 402
1938 (5){ months), prior to agreement ------------------------------ 4, 97
1936 (6Ml months), agreement in effect ----------------------- 8, 352
1937, agreement in effect- ........------------------------------ 3 38, 577
1938, agreement In effect --------- . ..----------.------------- 72, 674
1939 (11 months), agreement i effect -------------------------. - 34. 664
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RAYON VEILINOS
1935, not segregated.
1936 (6% months), agreement iii effect ----------------------------- 8,698
1037, agreement in effect ----------------.---------------------- 28,409
1938, agreement in effect ---------------------------------- 34, 763
1939 (11 months), agreement in effect ---- --------------------- 66, 729

According to a Department of Commerce release, dated November 10, 1939,
'Outside of the American market, sales of French laces have become practically
extinct and France's total lace production may be considered destined for the
United States."

As a matter of fact, France has been exporting nine-tenths of its lace production
to the United States, dispossessing the American product and creating unemiploy-
ment that in its severity has never before been known in the American industry.

Lace plants have been eiosed for periods extending into many months, others
have been operating on such a curtailed basis that only on rare occasions has
the industry exceeded 50 percent capacity. Several plants have been forced to
pennanently close' thelr'doors, ' and-to this, day manky of their formeremployees
are jobless and without means of self-sup port.

Prior to the ratification of the French trade agreement, the domestic lace in-
dustry was In a flourishing condition, providing steady employment to thousands of
American citizens; today, our right to work has been surrenderedto the lace-making
centers of France. We feel entirely justified therefore, to emphatically deny as
true, repeated statements made by the De)partment of State that the interests of
labor have been carefully safeguarded and no material injury has been inflicted
upon any industry by reason of the agreements now in effect.

We do not assume that the State Department would admit that the intent of the
trade agreements is to reduce the wage scales of American industries to the level
of foreign competition, but the tendency :in this direction becomes only too obvious,
when we quote in full the following letter received by our organization from the
American Lace Manufacturers Association under date of September 20, 1938:

"At a meeting of the American Lace Manufacturers Association held on
September 15, the following resolution was utnimously adopted: Owing to
the trade agreement which the United States established with France in 1936,
against the advice of the domestic lace manufacturers, the French importations
of cotton and silk laces are growing continuously.

"When the trade agreement was established, the French franc stood at 6.1
cents. Since then France has devalued her currency continuously and today's
mte-s' approximately, 9.7 centss, 'Ihts'brought the prices df French 'late of all
t'pes to such a low level that it is impossible for the domestic manufacturers
to compete and therefore, the imnportatio9ns during the last few months rose in
avalanche-like proportions.

"In the 35 years of my experience, I have never encountered any time where
prices of French merchandise were as ridiculously low as they are today.

"In several conferences at Washington, the domestic manufacturers exhausted
all channels In order to receive relief in the form of a revision of the trade agree-
ment, as the Government would have had the right to reopen the agreement on
account of the devaluation of the French franc.

"Most of the domestic machiuesare idle and the few which are working produce
merchandise which often has to be sold at less than production costs.

"In order to enable our mills to continue production and further to enable
them to keep their workers and employees at their jobs, it is necessary that we
receive a 33% reduction of the prevailing wage rates.

"Will you be, good eioug). to set a time when' your committee, will meet with
the Manufacturers' committee and advise me as soon as possible.

"AMERCAN LACE MANUFACT,URERs ASSOCIATION, INC."

In view of the gravity of the situation effecting the workers of the donmestic
lace industry, we again petitioned the State Department to afford our industry
some measure of relief so that our wage scales built up over a period of years
through peaceful negotiations with the manufacturers could be maintained intact,'
but our plhp for aid was In vain. Consequently, and dispito the popularity of our
product a wage reduction was accepted effective date February 6, 1939. , I

It is beyond the understanding of the members of this organization that we
should be compelled to relinquish the only market-the American market-that
exists for the product of our labor, and we cannot understand a condition which
forcs us ,to' beg reprilhtativea of our ofnt Oovernmedt 'for permisaiofi to earn,
our living at any time and particularly under the present distressed conditions of
our country.
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After all it is our likelihood we speak for, any policy, any social philosophy that
seems to Interfere with our opportunity to maintain ourselves aid those dependent
on us like reputable Americans, cannot in the very nature of things be accept.
able to us. F.. .n.. .. Dixore• . ' FnEDRIox Dixobr -

Secretary, Levers Section,
Amalgamated Lace Operatives of America.

The CHAIRMAN, The next witness is Mr. F. X. A. Eble of New
York City.

STATEMENT OF F. X. A. EBLE, NEW YORK CITY, N. Y., REPRE-
SENTING MADE IN AMERICA CLUB, INC.

The CHAIRMAN. Did you appear before the House committee?
Mr. ELE. Yes; but my testimony now is going to be entirely

different. I am not repeating anything.
Senator BRowN, You don't mean that, you have changed youxmim?

Senator CLARK. Before you start with your statement, will you
tell us who the Made in America Club is?

Mr. EM. The Made in America Club is an organization of manu-
facturers, farmers, workingmen and citizens that have organized
tinder the laws of the State of Illinois; they are a nonprofit and non-
partisan group to educate the public to give greater preference to the
things we make and grow in our own country.

Senator CLARK. How many members do you have?
Mr. Enr,. We represent about 65 different industries. I do not

mean that we have the entire membership of those respective indus-
tries. I will ientiqrt the ones that we have- the entire American
match industry; the entire china lottery, about 05 percent; a great
percentage of the glass industry; a great precentage of the lace.
industry. In your own city, we have quite a few members--the Cook
Imperial Champagne Co. is one of our members. In Rhode Island,

we have a great miany members in lace.
801114t1r CLARK. Do you have regular dues?SMr. EBL ,E. No, sir.
SeitatorCLAnK. JUSt What anybody chooses to send in? Who

finances you?
Mr. EBias. Our finmces are obtained through an assessment accord-

ink to the number of employees.. If Senator Harrison, we will assume
was a manufacturer and had a thousand emplo ees, we would assess
Wim on the basis of 20 cents per annum per employee, He would, pay
us $200. We would enroll his employees in the Made in America
Club free. They receive messages, instill patriotism in their hearts,
make them thilk in terns of America flint, with no distinction as to
race, creed, or color. We are not an isolationist group and we believe
in an expansion of our, foreign trade. , We must have it, because In
the first place there iro many things which we do not. make or grow
in this country-coffee, tea, tin, rubber, silk, and various other items.
We are the world's ' greatest customer, for those things, But tle
10,000 000 people out of oinplopynent axe not drinking their uR share
of fresh coffee, they are not having any bananas on their cereal for
breakfast, and, the'women outi of pr ork, p not. buying any'silk stok.
logs, nor are their husbands buyig anly rubber tires, because their
tars are on the used-car market. .
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We appreciate the endeavor of the trade-agreements program,
We think it has many good features, but I am going to make some
recommendations and show you just where we stand.

The Made in America organization primarily is distinctly non-
political.

Senator CLARK. What was your total budget for last year?
Mr. EBLE. Our entire budget last year was less than $30,000. We

get so much free service and free publicity. For instance, the con-
sumers enroll people in our organization without any charge, without
any services, and our officers serve without pay-they (o, not even
send in an expense account to me when they attend meetings. Tiey
donate.

We have one man who is a merchant and who owns 22 stores, who
is not even a manufacturer, who donated-I don't know whether he
would like this made public, but he wrote me a letter, and I am going
to read you a paragraph out of that letter. I did not intend to i)pt
it. in the record.

The CHAIRMAN. Read it all to us.
Mr. EBLE . We get free time on the air. I am going to enroll all of

you gentlemen in the Made in America Club before we get through
with this, because I am right in my own bailiwick.

We get free time on the air. The radio corporations recognize us as
a nonprofit organization and in that appeal ;n the iiit, We get much
support. I went on the air one day in Philadelphia and I read some
letters-mv secretary came in to me and said "Captain Eble, here is
a letter T think has some human interest". I looked at it andit said:
"Can us colored folks get in the Made in America Club and join
your organization?" I hesitated a moment and I wrote the lady and
Said: "I am going to answer your question over the air. Please have
all of youir colored friends listen in on Sunday at such and such a time
over WIP in Philadelphia".

I knew that a lot of white folks would be listening in too, but here
is what she heard. I said, "Bless your hearts, of course, you can
join the Made in America Club. We appeal to all citizens, irre-
spective of race, color, or creed. We want you to sign a pledge '1
hereby promise to buy as far as practicable products made or grown
in Anerica and thereby give employment to American citizens.'"

Now, our gospel has just as many sup porters in the Democratic
citizenry of our country as we have in the Republican; in fact I believe
we have more Democrats supporting the Made in America Club than
we have Republicans, because they like it, because they see the
American feature of standing-up for American industry without any
reference to tariff.

The C AIRMAN. And because, too, there are more Democrats in this
country than Republicans.

Mr. EBLE. That may be so, too. [Laughter.]
As a result of that radio talk, here is a gentleman that wrote a

letter just the day after the radio talk and he said, "Please send me
informaitin relative to your club." Ihis is the letter he received, a
rubber-stamped letter, because thousands of these letters'g6 out:

DICAR MR. STOUT: Thank you for your request of recent date asking for
information about the Made in America Club. We are pleased th enclose a copy
of our alms and purposes, and also a sample of our pledge card ahd button and
stickers which we distribute. Our principal mission Is to provide jobs for our
unemplo yed citizens by encouraging the American consumers to give. preferene
to the tfngs we make and grow right here in our own country instead of buying
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so many foreign products of foreign factories that compete with our own. There
are no dues and no financial assessments. Signing our pledge makes you a mem-
ber, However, since this is a patriotic welfare endeavor, we will be very grateful
to anyone volunteering donations anywhere from 10 cents upward. We ask that
you kindly sign the pledge.

The gentleman answered my letter, and here is the letter which the
Senator asked me to read:

DaoahsxR 9, 1936.

GBNTLEMEN: I am in receipt of your letter together with enclosed button and
stickers, and .an herewIth rtnr'ing to ye my membership ticleet signed-

and by the way, because our emblem is a star, a lot of our friends
accuse us of being a Democratic organization, but we are not.
This is a star taken from our flag.

Conthuing with the letter:
I am herewith returning my membership card signed, I am also sending my

check for $100 as a contribution to the cause. I wish you would send me about
50 blank pledges; also send me 50 buttons. I would suggest the advisability that
this sticker be made very large, and in addition to the "Buy America" slogan,
I would suggest "See America,' or "Travel America" or any other appropriate
slogan. Should any of your representatives be in Baltimore between now and
January 1, I will be pleased to have an interview with them with a possible larger
contribution to the cause. My office hours are from 10 to 12 in the morning.
[ suggest if anybody come, that they phone me in advance.

I wrote the gentleman a letter and thanked him. I am not going
to read that, because it is too long.

Senator CLARK. I would write and thank a man, too, if he sent me
$100.

Mr. EBLE. When I saw him, I got a check for $1,000.
Senator CLARK. You had better see him again. [Laughter.]
Mr. EBLE. That is a gentleman who is not a manufacturer. He has

22 stores. He has two stores right here in Washington. The reason
I mention that, 1 want you good people here in this committee to
realize that I am here for one definite purpose, to give you my obser-
vations on tariff, the administration of tariff-because I spent nearly
10 years in the Government service--8 years of them were spent in
Europe .as United States Treasury attach in the principal export
markets of the United States. I hate to tell you this, because I am
not telling it to you iii a braggadocio spirit, but I was a member of
the Financial Commission to Poland, the Kemmerer Commission.

The Government excused me at that time to go to Poland with
Professor Kemmerer. I learned an awful lot about tariff in connec-
tion with the currency situation in 1926.

Later I became United States Commissioner of Customs. I did not
join the Customs Service with any idea of staying in it for any length
of time. I thought I would stay in it long enough to get the top job.
It was a political job, and although I was a civi-service employee, I
had to go out, but through the generosity of several of my good friends
on the Senate Finance Committee, I went back to Germany when the
Roosevelt administration came in, and stayed there nearly a year,
when several industries tried to get me to come back-one of them the
silk industry, ard various others---well, some of them offered me twice
as much as the Government was paying. me, and I finally didquo-
cumb. I

I came back and became manager of the American Match Institute,
and it was there that I really learned something about the adminis-
tration of American tariffs, as it really affects indust ry. ' I then also
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got the idea that the entire administration of American tariffs was
cockeyed, for the simple reason-
, The CEAJUMAN (interposing). May I ask you in that connection,
you were here with the Finance Committee a while?

Mr. JBLE. I was here during the 1924 tax bill.
The CHAIRMAN' That is when 'you got the impression that the

writing of a tariff bill was cockeyed?
Mr. EnLtm. No; that was a tax bill, Senator.
The CftAiRMAN. I notice that, Senator Davis put into the record a

letter that he received from Mr. F. X. A. Eblo some weeks ago in
which it said, "Dear Senator"-I wish to know if these are still your
views:

I have your letter of the 7th and note what you say about having so many
applications for appeaances before the committee and that you have found Jt
necessary to ask those making such requests to file a statement. Having myself
been clerk of the Finance Committee of the Senate and knowing how much value
various Senators and their clerks attach to such briefs-they rarely ever read
them-1I cannot arouse sufficient enthusiasm to sit down and write one myself.

Now, I want to say that this committee is differently constituted
than it was then,.and that we read the briefs when they are filed.

Mr. EBiJ.. I believe that, Senator.
Now, I am going to proceed with my testimony. I think I have told

you enough about the Made in America organization, but I would
like to pay my respects to this gentleman. Senator Claik asked me,
"What was your budget last year?" and I told him, "Under $30,000."
Some of our members think that we are operating on $100,000 or
$200,000. They are amazed at how little we use, and this gentleman,
when he became a vice president saw our financial statement. ie
said at the time, "I am amazed; i had no idea that you could do so
much on so little money." Last year he sent us a letter tolling us he
would donate $5,000.

Now, let us get to the testimony.
Mr. Chairman and members of the Committee on Finance: The

conclusions which I have reached with reference to the present
reciprocal-treaty program are based on my experience as an official of
the United States Customs Service, both in this country and for more
than 7 years abroad, when I was stationed in Berlin, Germany, in the
capacity of United States Treasury. attach.

My work in Germany with a corps of assistants brought me into
intimate contact with various forces in Germany, Austria, Czecho-
slovakia. Norway, Denmark, Sweden, Rolland, Finiand, Poland, all of
which were in my territory. The most distressing experience to me in
all my years abroad was' the discovery of how little respect foreign
diplomats, businessmen, and especially ,he'averoge foreign citizens in,
these various countries have for our country., : , . ' '

The best tley said about us was tlit We were idealists, but tliat'our
idealisin was oncasod.irL the dollar mark., From there on, their slumO,
you miglg say, rpngeddownward froi. "gtjlibh Americans," "easy
n1rks,, todownright "suckers," as my ftied s in ngland usd to say.
Tt~took m re.ftan ordinary self-restraint to keepi me/'ilo having it out
with sonieofierp-qii othorword', in phain J nihtn "socking.' toi
on the jaw. 9 ,

The unfortunate part about the whole situation is that the diplonsats
and oi~i4 of, t e varioiis foreign. countries aro thciiiost outtspoken in
Yoicing their derogatorypinions about b-ou.outry, especially oUr
go9v'ernni*t. Now, no a ministration seems to have a monopoly on
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these slurs, but when'we examine the record of evontN since the World
War and upon sober analysis of all the facts, we sometimes wonder if
those foreigners are not right after all.

Look at the disarmament debacle, which left us sitting high and
dry after we destroyed our ships and then watched' the other nations
go full, steam ahead with their expansion of agrmament and military
forcos. Thei'thete Wa the fanioits KelloggPact tuiulv conceived and
brought forth as the quintessence of American international ideology
for world peace. Then there was the Hoover moratorium. But here
we have tle. new medium for world peace via world trade, when every
schoolboy in the grammar grades who knows his history will tell you
that every major war this world has seen during the past 2 000
years has been the result of greed for an expansion of trade. Yes;
trade follows the flag, but the flag always has had to be backed up
with cannon, battleships, force, and supported by taxpavers' money.

The secret rebates, government subsidies, international cartels, and
every known device in skullduggery and commercial trickery-and
by the way, control or confiscation of new territory, has happened in
Ethiopia, Czechoslovakia Poland, and is now going on in Finland,
and what happened in M'anchuktno and is now going on with Japan
in China-these have been the causes of more international jealotisies
and ill feeling than anything else. These combined with the battle
for control of now markets in world trade have been the cases of the
major wars of the world.

I do not think there is anyone more qualified to tell us about this
than our esteemed war President, Woodrow Wilson. Listen to what'
he said in St. Louis in a speech given September 5, 1919, less than a
year after the armistice:

The real reason that the war that we have Just finished took place was that
Germany was afraid her commercial rivals were going to get. the better of her, and
the reason why some nations went into the war against Germany was that they
thought Germany would get the commercial advantage of them.

Isn't this statement on all fours with what we learned in our school
days? Is there any difference in the American ideology of the present
Secretary of State and that of his predecessor, Mr. Kellogg, or Mr.
Stimson? All thinking and acting in terms of world peace-all
equally sincere. But, in the final analysis, if pit to a real test as to
the merits, wouldn't the Kellogg Pact stand out as supreiae to the
present wishful-thinking program?

If the Kellogg Pact- believe there were nine of them-solemnly
efttere into by the leading civilized nations of the world and carrying
the ratification of the United Stateg Senate, was looked upon as a
mere scral) of paper, how can we expect any nation to respect a simple
commercial agreement which is not even ratified by our Senate and
therefore claimed not even to be a treaty, and to consider it as any-
thing else but an agreement to be broken if and when expedient to
do so?

Just as the Kellogg Pact failed to insure world pdace, so will every
other endeavor of mankind fail in this direction. We thought the
League of Nations would stop future wars. It failed miserably.
Anyone who really and sincerely believes that this so-ealled reciprocal
treaty program will insure world peace is simply daydreaming. They
are more likely to cause future wars than prevent tlem. Don't forget
that-I am coming to that later. They will never stop the warring
proclivities of the nations of the world. To go before the American
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people and make the claims that are being made for this program as
a medium for world peace after the present war is over is an insult
to the intelligence of the American people. It is given to them like
an opiate to lull them to sleep because it sounds good and gives them
a seeing of false security.

Not until our esteemed Secretary of State has found some secret
and- powerful potion that he can administer to, the rulers and diplo-
mats of the world, which will inoculate them against the human pas-
sions of hate, greed, jealousy, envy, and revenge, can lie come any-
where near reaching the goal of world peace, for which lie so eloquently
energetically, and sincerely is striving. All of his predecessors in
office have sought the same goal and failed, except that he is trying
an untried medium filled with wishful thinking.

The whole program is based on a type of American ideology which
follows the doctrine that we must save the world first in order to save
America. In Heaven's name, why not think in terms of our own and
save America first?

Now I am going to come to an important part. I forgot to give you
the four parts of my talk when I started. Inam sorry that I will have
to take a few more minutes to tell you that first I am going to touch
upon the utter futility of these treaties as a medium for world peace;
second, I will get into the depreciated-currency situation; third, the
effect of the treaties; and fourth, my suggestion as a remedy.

Senator CLARK. How far have ynv gotten now?
Mr. EBLE. I have finished the fiist.
England and France are now using the greatest weapon to gain

advantage in foreign trade. All the benefits they have given us are
vitiated by their depreciation of their respective currencies. Yes;
and mind you, there is a provision in each of the treaties to take care
of that very point.

Professor Kemmerer, the Nation's greatest currency expert, hi a
letter to me several years ago while writing on currency depreciation,
stated:

I think that, for a short time, it strengthens the country's power to compete
with other countries for foreign markets. In thi& way it acts Iike a sort of export
bounty and, in its effects, is like dumping. It really is not a fair kind of competi-
tion. It is punching below the belt.

England and France have given us a lot of punches below the belt
during the past 6 months. Here is sonie evidence of the kind of
"blows" that have been dealt our American economy through these
trade treaties, and nothing is done about it to invoke thp provisions
of the respective treaties to correct the situation. Let me read to
you a letter which Mrs. Eble, my wife, recently received from a large
department store in New York City:

DEAR MRs. EnBrn: Our semiannual sale'of hand-run Alencon laces begins on
Wednesday, February 28. These laces will not be advertised and we are anxious
to have you see them before they go on sale to the general public. They will be
here for you to see on Tuesday, February 27. The laces range in width from 4 to
13 inches.,

There ard 150 yards usually $4.50, 150 yards usually $3.75, 150 yards usually
$2.08-98 cents a yrrd,

Our salespeople will be glad to serve you on presentation of this letter.
Very truly yours,

Here is a sample of tihe. laces [producing ] .
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The CHAIRMAN. Does the Lace Association belong to your organiza-
tion?

Mr. BhLE. Thcy do; yes, sir.
Far be it from me to criticize the New York department store for

olfering.ita customers such fine bargains. Indeed, it is clever mer-
chandising. But to me it reveals something that is sinister in the
present so-called reciprocal treaty program. The store is an innocent
party. Let us look at the record and see what we find.

For instance, we see that according to the records of the United
States Tariff Commission, the foreign value per pound for silk laces
imported from France was as follows:

Last 6 months, 1936, average, $5.21, 6.60 (average franc rate).
Twelve months, 1937 average, $3.56, 4.50 (average franc rate).
Twelve months, 1938 average, $2.32, 3.00 (average franc rate).
Depreciation about 60 percent.
Now here you have the secret as to why a piece of French lace that

iormerly sold for $4.50 a, yard, and which was subject to a duty of
90 percent ad valorom, is now offered at 98 cents a yard. The duty
has been reduced from 90 percent to 50 percent in the treaty with
France, but that is only a small part of it. The French manufacturer
is able to offer something else which is even greater than tariff reduc-
tion.

And that is a point I want to give you some information on, because
it was not explained to you perfectly this morning. I listened to the
testimony. A lot of you are still in the dark; you don't know what it
is all about. That is not a slur, Senator Harrison, because interna-
tional currency, you don't deal with it, you don't exchange it, but
you deal in dollars and cents, and therefore for that reason it is diffi-
cult, a difficult question for all Americans to understand unless they
have traveled abroad and they buy French francs or German marks
or Swedish kronen, or whatever you call it.

I shall quote from an article in America First under date of January
1940 on this very subject. It refers to a report on the French lace
industry made by John G. Carter stationed at Calais, France:

The Calais lace industry credits its current favorable position largely to Ameri-
can demand occasioned by benefits arising from the Franco-American trade agree-
nent, the relatively low value of the franc compared with the dollar, and a distinct
fashion trend In fa-'or of lace.

France, in addition to depreciating her currency to gain an advan-
tage over us in her treaty with the United States has embargoed certain
American products and required licenses for importations of others.
England, too, has made use of this same weapon to every single benefit
she gave us through the present treaty. By the way, I just want to
make a few references to another organization which belongs to our
club, and that is the American Champagne Guild. Champagne,
before the French treaty went into effect, sold for $3 to $6 a bottle-:-
that was the regular price. The present price of French champagne
is $1.85-just think of it, the price today is $1.85 a bottle, and $3 to
$6 was the price that we were all glad to pay for it. It is now away
under the price of American champagne. Why? Because of the
depression of the franc, and you have in the reciprocal treaty with
France a provision, a -,erogative of the State Department if it would
only act, to make 8FraLO stop depreciating currency on merchandise
involved in the treaty.
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-- During the period of negotations of our trade treaty with Great
Britain, the value of the pound sterling was $5.05; but four days after
signatures were affixed to the treaty, the pound was 'depreciated at
$4.03. It is today valued at about $3.95. Great Britain; as a war
measure, has embargoed many American products oil some of which
concessions were granted under the treaty.

In a moment, 1 am going to give you a lesson on that, and it will
be very simple, and you will never forget it. You will remember it
all your lives-how the foreign countries can give Uncle Sam a blow
below the belt through the depreciation of their currencies.

The CHAIRMAN. Did you favor the American valuation schene,
when it was offered?

Mr. Eui,F, Senator, I was not thoroughly impressed with that
American valuation scheme. I have a plan that I consider far superior
to any that has ever been offered, and I am going to give you that
before we close.

The CHAIRMAN. The committee of which you were clerk did favor
the American valuation plan.

Mr. EBLE. You remember, Senator, that was up in 1923. 1 was
clerk of the committee in 1924.

The CHAIRMAN. And again in 1930.
Mr. EBLE. I was not clerk of the committee then. I was the

United States Commissioner of Customs. I was giving my time
then to administrative problems and was not much interested in the
legal phases of the tariff or the legislative end of it.

Now, we sympathize with Great Britain and all the other countries
which are under the terrific pressure of the aggressor nations. today.
But she has invoked license provisions for all imports and has de-
stroyed every semblance of equal tariff treatment to our exports. All
of these actions are contrary to both the letter and sp hit of our treaty,
which was effective in January 1939. And still our State Department
does nothing to protect the economic interests of our country froze
the workings of an obviously very bad bargain.

Through our favored-nation provisions in administering these so-
called reciprocal trade treaties, all these countries that have con-
sunnated treaties with us and in addition thereto devalued their
respective currencies, have given UncleSan a lot of blows below the
belt.

Senator Clark, a moment before lie went out, asked Mr. Monitor
a question as to whether lie understood-and I don't think he under-
stood it-whether it was the depreciated currency or the reduction
in tariff or the reciprocal treaties which was injuring his industry, It
was a combination of both, and the depreciation of the currency in
many instances, where the depreciation is such as it is in France, is
even worse and more destructive than the reduction of the tariff, and
when we get to my simple result that I intend to give you, you will
get my point.

The CHAI MAN. As a member of your organization to buy American-
made prod~icts, the North American Lace Co. is not living up to its
obligation, is it?

Mr. EBLE. I was surprised when I heard that testimony this morn-
ing; it is news to me, But I will tell you; I fell right in with the idea.
It will be apparent to anyone that they are doing it as a matter of
self-preservation, Senator, because their competitors are doing it;
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and everybody is forced today to protect themselves and keep. their
eustomer9. They go to their customer and the customer says, "Uow
is it that I can buy the French laces so much more cheaply'than you
can sell them to me?" and the American manufacturer thinks, "I
am going to hold that customer, by Jove, if I have to go to import
French laces and sell them to him." And he does it, and then he
hm gone on a par with the other importers, and he does it as a matter
of self-preservation. It is really a sad commentary oin the reciprocal
trade-treaty program and its effectiveness for protecting Americen
industry and our American economy that the American lace manu.
facturers are forced to import French lace. That in itself to me is
the most damning evidence that the reciprocal trade-treaty program
is injuring that industry.

Why, Senator, if you people just had a little political acumen, you
would give that industry smeting to keep the people of the country
from hollering about it. Put them back where they belong and give
them some protection. Take the lace industry oit of tile treaties.
If you don't, you are going to hear from these people in the next
campaign, and you are going to hear it in a way that you won't like.

The CHAIRMAN. We will hear a lot of things in the next campaign.
Mr. EBLE. But I am not a politician.
The CHAIRMAN. How did you become clerk of the Finance Com-

mittee when Senator Smoot was chairman if you were not a politician?
Mr. EBLE. Senator, you and I are pretty good friends-
The CHAIRMAN (interposing). Yes; we are pretty good friends now.
Senator DAVIs. He was selected probably because of his very great

ability and his knowledge of these financial and tariff matters.
Mr. EBLE. Now this is one of the most outstanding reasons why

these treaties should be approved by the Senate. The State Depart-
ment doesn't want to invoke the prerogatives given for instance in
article 18 of the British Treaty or the similar provision contained in
the French Treaty. No; not any more than it wants to see the
Treasury Departnent apply the provisions of the Anti-Dumping Act.

I would like to ask this committee a question. Why d6es not the
State Department permit the Treasury Department to invoke the
provisions of the Anti-Dumping Act at the present time? And
another question you can ask the State Department--How many
dumping cases have been approved and dumping orders issued by the
Secretary o,( the Treasury upon release of the State Department in
the past 7 years? When I, as the Commissioner of Customs, in
I month had 67 cases of dumping before me, I know those .eases of
dumping still exist. Some of them are down Iu your own country,
Senator.

The CHAIRMAN. Did you make a report?
Mr. EBLE. To whom?
The CHAIRMAN. To ,the proper official who is the head of' the

Treasury Department.
Mr. IiaBLE. Oh, yes; they were taken care of at that time. That

was under Republican regime.. The cases were acted upon.
Senator DAVIS. Has the present Secretary of the Treasury been

notified that this dumping is going on?
Mr. EDLE. Senator, I have no .information; I am not in the Cus-

toms Service. They are mighty fine people down there and a lot
of them are my friends, but you "will hmve to make hat inquiry. . !
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The CHAIRMAN. Whathave you in mind particularly that has been
dumped now in violation of law?

Mr, EBLE. Particularly? Well, you have the depreciated-currency
dumping, That is one thing. You will see that when I give you my
lemon.I have read and heard a lot about the present reciprocal-treaty
program as being the most scientific method yet devised for tie
administration of tariff.

The CHAIRMAN. You think it is bettor to let the Finance Committee
fix the tiing as they want it?

Mr. EBLE. I do not want to go tliat far. I am going to give you
a suggestion at the end of my report. I do not say it is going to bring
you perfection, but it is based on my experience and I (1o think it
will take a lot of worrying off your shoulders and a lot of abuse off the
State Department's neck, and I think American industry will be
satisfied with it if that suggestion of mine is adopted.

The CHAIRMAN. You have my curiosity aroused now. Is it tihe
Vandenberg idea?

Mr. Enin,. No, sir. It is nobody's idea but my own. It has
never been offered.

Senator BROWN. Before we get away from the currency propositioni,
when England depreciates her currency, it means she has to pay more
for our goods than she did in Bristish pounds; isn't that a fact?

Mr. En.tE. Yes, sir. Would you like to have mc--
Senator BnowN (interposing). Just a moment. Then, by the

devaluation of the British pound, they are very mmuh the loser rather
than the gainer, because the total in:ports of the United States from
the United Kingdom were $1 18,000,000 in 1938,just for an illustra-
tion, while the exports from- United States to Great Britain were
$521,000,000, or almost four times as much. In 1939 we exported
$498,000,000, and we imported from Great Britain $151,000,000. It
seems to me the net result of the devaluation of the British pound
is a dead loss to. the British.

Mr. EBLE. Senator, I partially agree with you. The point is well
taken. But those imports that Britain buys from us are things she
sorely needs, and needs them badly and is willing to pay any addi-
tional price. The export bounty, as it were, on her exports through
the depreciation of the pound, I am going to give you later.

Senator BRoWN. If she did not depreciate the pound at all, and if
she kept to that same figure as it was at the beginning of the year,
over the entire range of imports and exports, she was a very heavy
gainer rather than a loser.

Mr. FBLE. Yes; but we must remember that England's trade is
not confined to the,United States.

Senator BROWN. I am talking about the injury to the United
States. I say that our consumers are gaining.

Mr. EBLE. Yes.
Senator BROWN. The consumer is not talked about very much in

these hearfigs-he is somewhat of a foreigner in that respect-but
the net result is a loss to England as a nation.

Mr. EBE. Right.
Senator BROWN. Rather than a gain.
Mr. EBLE. Well, I could not call it a loss exactly, because she is

still dealing in pounds. What she buys here costs her more.
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Senator BROWN. But she has to pay for American goods in Ameri-
can money, and, therefore, it costs her more pounds to get that
American money than it would if she had not depreciated it.

Mr. Enj.i. I -don't want to assume the role of a school teacher, but
I feel better standing up. Now, this is a little lesson I hope you are
going to carry home with you and paste it in your hats. Let us
assume that you and I are importers, that the English pound was $5,
and that we had $10,000 in our bag, and that we went to London.
I will give it, to you slowly so thatyou will all grasp it.

Senator BROWN. Don't forget that we export four times as much as
we import. Keep that in mind.

Mr. EDLE. We arrive in London, and we see a particular line of
merchandiue that attracts our eye and you say, "Eble, I think we
can sell that," and I say, "I believe we can, Senator." And we buy
$10,000 worth. The pound is $5, and that means 2,000 pounds.
But you sny to me, "My goodness, Eble, we have to pay 50-percent
duty on a pound on that stuff." And I say, "Oh, well, we will get
ril of it all right."

So when we get back to New York we enter on our books $10,000
worth of merchandise and $5,000 for duty, making the total cost
$15,000. Now, 10 and behold, a treaty is negotiated between England
and the United States-this is just a hypothetical case; don't pay any
attention to the values of the pound, because I am doing it for your
benefit so that you grasp the picture.

Now, if I put the pound at $3.95 or something like that, we would
have to do a lot of mental arithmetic and you could not follow it
perhaps as quickly as I could. [Laughter.)

TlI CHAIRMAN. All right; proceed.
Mr. EBLE, Now, remember we still have the $10,000 in our bag

because we sold our merchandise, and we go tf London again. And
we come back and you pat me on the back and you say, "By Jove,
we saved $2,500." I say, "How so?" And you say, "Why, you
have only got to pay 25 percent duty now." You see, the duty has
been reduced 50 percent, and we save 25 percent. I say, "Fine."
But we do not reduce our merchandise; we are going to make a little
profit. Sometimes it will sell for a little less and we figure to make a
profit.

Our second import costs us $12,500.
Now, we come to the third. All of a sudden the English pound

drops to $4, and you and I go to London again and we have our
$10,000 in our pocket and we go to the manufacturer and we want to
buy 2,000 pounds of this merchandise. Let us say it was laces. The
Englishman says, "You don't need your $10,000 any more, because
$8,000 will pay for 2,000 pounds." He says, "Put the other $2,000
in your pocket," and we do.

Senator DAvIs. An Englishman will tell you to do that?
Mr. EXLE. When he knows that we are buying. He did not raise

his prices-don't forget that,--because that is the point. I am just
playing on words there and making the calculation simple for the
benefit of the Senators.

We come back to America with our merchandise that cost us $8,000,
and we find that we are in clover. Why? Because 25 percent duty
on $8,000 is only $2,000. Sowhat we oiinally paid $15,000 for, and
gave the Government $5,000 duty, we are now bringing in for $10,000,
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the original investment, and we pocket $5,000. The Government
loses $3,000 on the duty.

That is what I mean, that that is the most serious point in thi
whole reciprocal treaty program, in that the State Department is not
exercising its prerogative to protect the American Government, to
protect American labor, or to protect the American manufacturers
and farmers, and that is the point that I am going to make my strong
one when I give you may recommendation.

These Senators should know something about those things. I will
bet you dollars to doughnuts that the men fi the State Department
don't know it, because a lot of them don't know a darned thing about
international currency or exchange values. They have never met a
pay roll, and they don't know what it means to sit behind the counter
and worry Jike the dickens how the pay roll is going to be met to pay
the men that are outside waiting at the window. You are earnedd
right they did not. They never have or they would not be sacrificing
an industry like the American lace industry today even though it is
only a small industry.

To me, 5,000 workers in America are worth more than 10,000,000
anywhere in the world, because those American workers, if they are
not properly taken care of, there is nothing that sows the seed of
communism as fast as unemployment. Give a man a job, give him
something to do and make hun happy, so that he can foed his family
and give.them the educational advantages, and he will never thilk of
communism.

Our unemployment situation today, with nine or ten million men, is
like a potential volcano of discontent that some day may erupt, but
the American people are patient and they are going to be patient be-
cause they have faith in the Government irrespective of what party
rony be in power.

Now I am coming to some other testimony in my paper.
How can we have anything approaching "scientific" tariff admil-

istration when we have to compete with various nations of the world
wherein the wage rates run all the way from one-half down to one-
tenth of the wage rates prevailing in our own country?

The League of Nations a few years ago made a study of the whole
world to find out just where the nations of the world--thoir economy
and their well being, the standard of wages, the standard of living-
how they stood, and you will be happy to know, as I am and as every-
body else here is, that the United States stands at the top. This
[ind icating] is my economic ladder. It is the League of Nations'
figures. The nations of the world have been striving to reach that
point acquired by the United States through initiative, ingenuity
the protection given American industries and agriculture. England
is given a rating of 52; Canada is our next competitor and has a
figure of 81. That 100 given to America does not mean only the
highest wages, but it means the number of automobiles in our country,
the number of telephones, bathrooms, electric lights, and many other
things the go to make up our standard of living In Canada, we
measured it by 81 That means that for every dollar we pay in the
United States to an average group of 65 or 100 different industries,
in Canada the same workman. would receive 81 cents. In Great
Tritain, he would receive 52 cents, but this, chart was made before
the depreciation of the, currency. Today, if we had that chart
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revised, you would put England down to a position at, a rating .of 38.
And then comes Spain in a position 6f 21, which means that for
every ' dollar we pay in America and for the standard of living in
America," Spain is one-fifth of our own. In Italy it is 20.52, and
now we come to the crux of the situation, and, that ig Japan, With' a
position of 10.10.

Now, this is the point. We have heard a lot about scientific tariff
administration. It is absolutely the "bunk," Senator. I hate to use
the word, but 1 don't know anything that is more expressive to you
than to tell you that scientific tariff administration in America during
the past 25 years is the "bunk". How in Heaven's name can we expect
scientific tariff administration when we give Japan, for instance, the
same rate of duty on bone china as we give England, when it costs
fohr times more to make that china in England than it does in Japan?
What we are doing through the present system of tariff administration
rid especially through these reciprocal treaties is subsidizing Japan,
the greatest competitor of the world today. And if you want my
private opinion as to what caused the great depression in 1930 and on,
it was the competition that Japan is giving the world in the price
structure. You eliminate profit from industry all over the world,
and you are bound to have a breaking down of the prices, of wages,
and everything else, and especially in View of tho fact, that our import
figures which we give to the public are based on value that is shown in
Japan. That is one thing I am in favor of the American valuation as
to imports. If we were to---and this committee ought to do it-
if we were to appoint a committee and ask that all of the imports of
the last year be appraised fairly and openly on the basis of American
value, why, you wonld not have any favorable balance. We have not
had a favorable balance in the last 25 years. We are simply kidding
ourselves when we say that we have a billion-dollar balance or it
$500,000,000 balance or $300,000,000 favorable-trade balance. It is
not a dollars and cents value of the foreign merchandise which We
bring in, and you know that, Senator, on the consular invoices w'Vlien
the merchandise goes to the appraiser stores, that the' a raiser there
has to take the values there to make the assessment. You' know that
those figures do not give a true picture.: ,...,

Let me give you one picture. You and' I can take another trip.'
This time we go to Japan and we go into a Japanese china factory.
It is 6 o'clock in the evening and we have just observed the workmen
taking off their aprons. We go over to a table and we see a lot of
pottery, dozens and dozens of cups and saucers. ' The 'man we go to
fortunately speaks a little English, and we say, "Is that your wOrk for
today?" He says, "Yes." We say, "You made all of it, all these
cups and saucers today?" "Yes." "How much did you. receive?
Wliat is your pay?" "Six cents an hour." '

We watch him-he goes to the window and in Japanese curre'ney
at 24 yen to the dollar, he draws 60 cents in pay for making all that;
pottery .. ... . . . "" " ' . " :  i,

It is brought over to, the United Statc, at a certain figure, 'Lot"us
forget th(i figure, but remenbor that thero Is 10 hoirs of labor in thkV
inerchandise. Wien we bring 'thatimnortliadihe intw 'th. United
States, we are bringing 10 hours of labor which under the immikratobn
law we prohibit tle individual from coining intb the shores of 6ur

,' I. I ' . ' ' i' i I' ' ' ' i ' ' , "
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country, but we say it is perfectly 0. K. to bring in the product of
that cheap Oriental labor--what a paradox!

Now, we come to an American factory in East Liverpool, Ohio.
The CHAIRMAN. Why don't you go just across the river where they

seem to be pretty prosperous and whore they have modern machinery?
Mr. EBLE. Yes; but let us go to some of the smaller plants that

haven't got so much modem machinery, because the are a lot of
people who only employ 60 or 70 or 100 employees.

The CHAIRMAN. Go to the plant, any plant you want to go to,
Do the pottery industry members subscribe to your organization?

Mr. 9BLE. The entire industry is a member of our group.
Senator DAvis. The center of the pottery industry is at East

Liverpool, Ohio?
Mr. EIDLE. Yes. We see the same number of cups and saucers

exactly, except that the American worker will probably make that
same quantity, Senator Davis, and Senator Clark and Senator
George, in 8 hours, which takes the Japanese about 10 to make.
Now, follow me. Sixty percent of the cost of production in the
Japanese pottery is labor. Why? Because it is mostly hand work.

Now we go to the American who has worked 8 hours, and say,
"Did you make all this pottery in doing your work to day, all of these
CuAps and saucers?" -"Yes." "How long did it take you?" "Eight
ourss" "What isyour pay?" hle goes tothe window and h receives
$480, because oe gets 60 cents an hour.

Now, when wo bring in that pottery from Japan, the some number
of cups and saucers, and put them in the 5-and-10-cent store or any
other store in America, you are displacing for every 60 cents, you are
displacing $4.80 in labor-and that is exactly what I mean on this so-
called favorable trade baitne. If you measure the man-hours
involved in the imports as compared to the man-hours involved in the
exports, why, you would have an unfavorable balance that would
shock the nation. It would for a fact, because those people that are
ballyhooing foreign trade and making it appear as the greatest
medium for the restoration of our prosperity, would not have a leg
to stand on, Senators..

Tie CHAIRMAN. Lt me ask you, what were the imports of bone
china- that was tI e one that was in the reciprocal-trade agreement?

Mr. EBLE. Senator, I am sorry to admit my ignorance, but I do not
bother myself about the statistics of imn~orts coming from those
countries. I could get the figures for you.

The CHAIRMAN. I can give it to you. On chins that is imported of
the character that is affected by these reciprocal-trade agreements
that you have spoken of, the importation for 1037 of bone china was
$408,000.

Mr. EBLE. That is fromt England?
The CHAIRMAN. That is from the United Kingdom. There was

none froin Japan.
Mr. EBkE. Oh, but she is going to start operations--
The C AIRMAN (interposing). Let us get the figure. In 1938 it is

$274,000 from the United Kingdom and from. Japan none. In 1939 it
was $389,000 from the United. Kingdom and from Japanese none.

Mr. EBLni. It is just beginning.
The CHAIRMAN. Just starting?
Mr. EBLE. We are subsidizing her. Letme toll you. Now we are

coming %. a point in the tariff administration in a recommendation
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which I am not going to wait for, but as long as we are on this point-,
I don't know whether it is constitutional, because I am not a lawyer
and therefore I would suggest if possible that this committee make a
study of the advisability at some future date of having a tariff levied
on the products of the world on a zoning system according to the
wage rates and the standard of living existing in the respective coun-
tries, and to make myself clear, let us say that we divide the world
into four zones, and let us take this little ladder and let us say that
tWle first zone is. to be Canada, and that we have a very moderate rate
on competitive products coming from Canada because she pays
almost the same wages as we do. That would create a very splendid
feeling for our country in treating her so equitably. It is unfair now
because she is closed from our markets. There are thousands and
thousands of items that she would like to export to the United States,
but she cannot do so because we subsidize the lower-wage countries.

Then we step down to England, Holland, and Germany. Let us
give them a rate in proportion, say that we give a 20-percent rate to
Canada and a 30-percent rate to Germany, Holland, and England.

To the other countries we give a 40-percent rate, and then we give
Japan the highest rate-all that the traffic will carry. I don't know
what it would be.

Now, you see my point there is by so doing we would not have the
criticism of the nations of the world. You remember and I
renomber---

The CHAIRMAN (interposing). That is not carrying out your idea
that you said that there ought to be an American valuation plan.
Mr. EBLE. That American valuation plan-
The CHAIRMAN (interposing). You are putting one in the one zone

and another in another on the cost of production.
Mr. EDLE. Senator, that American valuation was merely for statis-

tical purposes in reference to the imports. I don't want an American
valuation applied to duties; I want merely an American valuation
applied as a study on imports so that we get the true figures and value
of the imports,

I want it to apply where we can find the real value-displacement
value, if that is a better term for you.

Now, just look here [exhibiting]. These tables with $4.80 to Ameri-
can labor, and with Japan's imports that cost 60 cents in labor.
You see what I mean there, Senator Davis, by having some rate of
duty that would correct that situation?

Senator DAVIS. In other words, if all of the countries of the world
had the same wage rates that we have and the same standard of
living, then there would not be much need for a tariff.

Mr. EBLE. No. Now, Under the present system of constructing
tariffs based on the cost of production and equalizing the cost of
production in the past, we have always taken the principal exporting
country, as we might have taken dermany, for instance, on toy's.
Years ago, in 1922, you will remember that we put a real high duty
on German toys based on the cost of production here. But what
happened? Japan entered the toy business and in a very short time
German toys were off the market. Japan came in on the Ameri-
can market, and Germany was wiped out of the toy market. Of
course the buyer bad something to do with that, too. But
nevertheleea, a lot of the criticism on the American tariff is not
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becaise df the tariff rates, not b6eause it was ungeomly high rates or
anything of that Sort--no---bllt because they could not get in bere
and: ~i 1p with the other '6iiutties'thitt were getting in under the
Iiih rat6 tariff. That is the e'ritibism that the, made.

1 was abroad, and I knomw what th,6y stid'. They thought our
system was cockeyed; they thought it vas the most crazy system
that they had ever heard of, that we would have a rate for Enlgland of
70 percent on a certain sort of textlvs, and then give the same rate
to Ja:an: What did she, do on rayon? Years ago-not so many-
10 or 12-when rayon was invented, everybody said, "Now that
is fine; we are going to put the Japanese out of business. Rayon
is going to be a substitute for silk."

Did Japan take it laying down? She did not. She went in the
the rayon business, and today she leads the world in rayon production.
Thosm are not my figures; those are statistics of the Department
of Commerce. Japan today leads the world in rayon, and she leads
the, wbrld in many other things, and she 'is going to lead the world
in maly more things after the war iin China is over if we continue
this asinine reciprocal treaty program and give Japan the same
benefits of the rates as we give all the other countries that we make
treaties with.The CHAIRMAN. We find, Mr. Eble, that of the concessions that
inteitst Japan, for example the agreements going into effect in 1939
with the United Kingdom, Turkey, Venezuela, and the second agree-
ment with Canada, that out of $27,624,000 of imports, that only
$1,263,000 comes from Japan.

Mr. EBLE. Of the items that were, treated in the agreements?
The CHAIRMAN. Yes.
Mr. EILE. That is a good point to bring out.
The CHAIRMAN. But you are fearful of the future?
Mr. EBLE. Yes. Because she is now going into the bone-china busi-

ness just as she went into the rayon business, and just as she has gone
into plate glass. Today, I believe, and I would like to have you check
me on this, I believe that she is the second largest producer of plate
glass in the world; and very soon will outstrip us.

Senator DAVIS. She is making steel rails and teele8heets and many
other things in the steel industry where 10 or 16 years ago she was not
producing hardly anything,
Mr. EDLE, That is true.'
Senator DAvis. But now she has modem machines which have gone

across to Japan.
Mr. EBLE. We sell the machinery to, them, SenatoW.,
Senator DAVIS. I remember being in a pottery"works in England

where they had just as modern machinery as there is in East Liverpool,
Ohio..

Senator CLARK of Missouri. They buy the machinery from us.
Senator DAVks. Yes; they buy the machinery in America
Mr. EDLE. That is bought from us.
SenatA) via s. Ad not only that, but a new strip mill only about

i% miles from wheie I was born on the other side---thre is 4'strip ill
that there is n6o anything in Amnerica t equal it. ii other words, using
a common-sense p rase, t roli out sheets at 40 miles an hour.
*,rMr; EBLE I think this committee is going to be astonished wheii

I tell them-I was hi Phfladblphia 2 years ago and a manufacturer
there showed me a piece of gabardine cloth. He said "What do you

Sao
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think of this?" I don't know much about gabardine, but it felt
like a mighty fine piece of cloth, and lie said, "That is made in Japan."
He said, "I am amazed and ashamed to admit that it is bettor than
anything that we can make". And he was a high class woolen manu-
facturer. I said, "What is the price?" And the price was so far
below the American cost of production that it was really pitiful.

The CHAIRMAN. But they are not importing it.
Mr. EnLE. There is one thing that is stopping a lot of the goods from

Japan, and that is "Buy America". I am happy to tell you that. It
is more effective than the tariff in that regard. And I want to tell you
something. You heard this morning about the wool, how they braf-ged
about what they are raising, and I have forgotten how many million
more pounds than they wer--Mr. Marshall testified to that, We
have men in our organization who 2 years ago were importing Aus-
tralian wool who today are using American wool because they are
practicing what we preach, and I will name one of them, a'nd that
is the Botany Mills. They have gone all American. Here fiadicat-
ingl is a tie made by the American Botany Mills that has not got a
bit of silk in it, has American wool, and American cotton. That is
what we believe in; we believe in self-containment in America,

Senator DAvIS. What would happen to 1,hc cotton market here if
the mills that use cotton would close down and follow the advise of
Secretary Wallace and move to some other country and let some
other country take that business? What would happen to the other
50 percent that we are using?Mr. Ermin. I can answer that partially to some degree. You
eniemher that large mill in Massachusetts that employed so many

thousands of people?
Senator DAVIs. I was there some 1.8 months ago,
Mr. EBLE. It was the greatest mill in the world. Why (lid it go

ut of business? It was iot the foreign in)tjorts. It was' because In
the mills of the South, there was a differentlal of 15 percent and they
could not stand the gaff, they could not stand the competition, Now,
if one industry like that in Ameiea cannot stand a 15 percent differ-
Ontial in wages and cost, of production in our own country, how in
Ileavei's name is all of American in(lustrv going to stand wage dif-
ferentials and cost of production in the Aorld as exemplified in this
chart here? .. ....

The CHAIRMAN. YoU (10 not. agree with Senator Davis that Seero-
tary Wallace ever made that statement?

Mr.-EBLE. No; I do not agree with it.
Senator Davis. That is not my statement. It was given hero.
Mr. Em, . I cannot say-- i
Senator DAvIs (interposing). That was not my statement. That

was given here this afternoon by men from the lace industry. I
questioned it very much myself, but they were very emphatic and
stasd that Mr. Wallace did'say that.

Mr. EBLE. Well, that is too'bad.' -I am sorry to see that.
The CHAIRMAN. You were over in Europe when the Smoot-Hawley

law was passed?
Mr. EnErx. Yes, sir."
The CHAIRMAN. Yei were not over here as clerk of the committee

and you don't know what happened in the committee at that time
but you know it took a good while to pass that legislation?
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Mr. EBLE. It was terrible.
The CHAIRMAN., And you have no doubt---Senator CLARK (iterposing). There was even help by the Con.

mecticut Manufacturers Association.
The CHAIRMAN. They are not a member of your organization, are

:they?
Mr. EBLE. No.
The CHAIRMAN. Did you hear while you were over in Europe that

it was causing some American concerns and industries to move over
there in order to compete?

Mr. EBLE. Yes; I did, Senator.
The CHAIRMAN. There is no doubt about that.
Mr. EBLE. There is no doubt about it. That was a very sad

experience. It is too bad that it happened. But I sort of take the
middle of the road, and I think Senator Davis will agree with me.
I don't want to name them, but there are some ultra high protectionists
that perhaps-I say perhaps are just as great a menace to the Gov-
ernment's economic welfare-and the economic welfare of our country,
iis the ultra low, free traders. It is just like communism and nazi-isni.
It seems like a paradox to say that they are alike, and it seenis like

lparaox to say Chat the high-tariff man that wants to put a wall
against: all imports and live selfishly within himself, and a free-trade
man, are also the same, but when you want to analyze the situation
from the standpoint of economics of the country, neither one of them
are any credit to the country or the welfare of the country.

Let us take the middle of the road, and there is plenty of room right
in the middle to take care of everybody, and especially let us (1o that
with regard to everybody.

I don't want to take up any more of your time. But I want to
show you that little card that 1 gave you which shows how we are
boosting for the South. That is the first card of its kind that is made
from southern pine. Our former first vice president, Francis Garvan,
was the one that was instrumental for the establishment of the south-
era pine mills.

Senator DAvis. I think the "chairman of this committee had much
.to do with getting appropriations for its development.

Mr. EBLE. That is right. And we are going to be the first to
publish a magazine of southern pine made in the industry in the
Luskin Mills as soon as it comes out.

That is the kind of gospel we are preaching, an economic philosophy
which is the sanest, the safest, and the wisest for the country.

But let me get back to this statement, or I will never get through.
The CHAIRMAN. This. organization has done a good service to the

country.
Mr. EALE. Our organization?
The CHAIRMAN. Yes.
Mr. EBLE. I think we have done more than we have ever been

given credit for. I think we have done a whole lot, and I am glad
hear ymu say so.

The CHAIRMAN. All right, proceed.
Mr. EBLE. Now, let me make myself clear-
The CHAIRMAN (interposing). How much more time do you

require?
Mr, EBLE, Only about 10 minutes.
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Let me make myself clear. For instance, we place a rate of say
50 percent on a given commodity based on the cost of production
in England because England is the chief source of, supply of the
commodity in question. This same rate is given to all other coun-
tries. I am now speaking of the tariff law itself, and not the treaties.
Shortly after thme law is passed and the new rates are announced,
Japan, where the cost of producing the same commodity will be
about one-fourth the production costs in England, all of a sudden
begins producing this commodity and exports same to the United
States. By virtue of her lower production costs we are practically
subsidizing her because she is able to undersell the English exporter
who has enjoyed the fruits of our markets for years, all because of
the fact that the 50-percent rate, which may be moderatel , high for
the English manufacturer, is positively no hurdle at al Ifor the
Japanese manufacturer.

Gentlemen, this may sound like braggadocio, but I am going to
give it to you for all it is worth with all the force that it is worth.

I have seen world trade make a terrific switch in the past 15 years.
Japan, which before the World War was an agricultural nation,
today is the world's greatest competitor. Even with the present
war in China, which must have taken a lot of her manpower out of
the industrial centers, she is nevertheless sufficiently potent to shake
the price structure of the world. Since the element of profit rules
the entire economy of the world, we have here the real crux, or cause,
of the break-down in world price structure trade. Tariffs and
embargoes did not have anything to do with it. That is a pipe
dream.

The League of Nations published an interesting chart about the
recovery of the leading nations of the world a few years ago. Let
me read it to you. A copy of this chart is attached to my written
testimony. Note that Japan leads the world and Uncle Sam is at
the bottom of the list.

Now let us examine the wage rate, or buying power of the leading
nations of the world. Uncle Sam, as you will see according to the
following table, is at the top and Japani is at the bottom. Here you
have a picture that tells a greater story of the cause of the disruption
of world trade than anything else. It is more illuminating than all
the speeches, books and articles that have been written on this subject
in the past 10 years.
United States -------------- 100. 00 Jugoslavia ---------------- 23. 68
Canada --- ------ - 81. 57 Spain ----------------------- 21. 05
England ------------------ 52. 63 Italy_ _ . ---------------- 20. 52
Holland ------------------ 43. 15 Japan -----.---------------- 10. 10
Germany ------------------ 38, 42

The League of Nations published another chart about the recovery
of the leading nations of the world and let me read it to you. You
will recall that on this first chart, tile United States is at the top and
Japan is at the bottom. But on this second chart which the League
of Nations published, Japan is at the top and the United States is at
the bottom. Japan has been leading the nations of the world in a
recovery figure of 174. Then Finland with 151; Sweden, 146, and
8Q on down the line to England, 113; Italy, 99; The Netherlands, 75;
Ie ium, 66; and the United, States, 64.
.. The CHAIRMAN. When was that?
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Mr., EBLE. That was published in 1938.
The' CIAIRMAN: Did they take at that time the low figures df

1029,and 1932?
Mr. EBY,. Senator, they took the high figures of 1929, which may

be somewhat unfair and based that as 100. I
Now, what is the answer? First. cut out this silly nonsense about

thinking that we can raise our national economy through these
so-called reciprocal treaties. Pass this resolution if you want to,
but in Heaven's name, let there be some semblance of our American
independence left in your hearts and follow the Constitution of these
United States and require that these treaties be ratified in the Seate,

Which is the most important, to a)point a political executive of
the Government, which you jealously keep your fingers on by in-
sisting that all such appointments be passed on by you, or our whole
national economy? You want to have your fingers on everything
that goes on and nol)ody be appointed unless you approve, but
here you give your greatest prerogative over to the State Department.

I am going to give you an easy way out. Lot the ratification be
simple. Let this coninittce appoint a subcommittee, just as you
have your subcommittees to handle executive appointments under
the present practice to handle the matter. I am certain that if this
procedure were now in vogue you would not have England and France
and these other countries giving Uncle Sam blows below his economic
belt. American industry and agriculture would also be given an
opportunity to be heard. But, I'll bet you a dollar to a plugged
nickel that if this provision is put in this pending resolution and if it
becomes a law, the State Department and all those engaged in nego-
tiating these treaties will be on their toes aid you will have little
cause for long-drawn-out hearings before your subcommittee of the
Senate. And I bet they will be more careful of the Nation's industries
than' they have been in the past. That will be your greatest protec-
tion. It is going to make them more careful, and the foreigners that
come over here and sit behind closed doors in executive session won't
get what they want, because you are going to have a look-in, you are
going to say something about it. The Constitution requires that you
shld.

Then some day in the future, let the House Ways arl. Means Com-
mittee initiate a resolution for the President to call a conference of
agricultural, labor, industrial, and scientific leaders of our country
to study ways and means to solve our unemployment problem. That
is the big issue before this country today. It transcends all else.
Let this same conference study the question of tariffs. If and when
this conference takes place, rest assured that I will give them a plan
that will take care of our present stumbling block to a scientific ad-
m inistration of our tariff. . . .. ' I

The CiAkIxMAN. Would you then live up to that philosophy to buy
at home altogether?

Mi.. ENlE', I would so far as it is practicable, because if the foreign
manufactfirer makes something hotter than we can make for ou'
people we tell the American people to buy it. We will not end.orse
inferior goods even' though it be Anmerican merchandise. And what
is wrong about that? That is what has 'hurt us in the Democratic'
as well as in the Republicai Party bit we are iaae in our system
and doctrine of "Buy American." We won't wave the flag a;d ask

0
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Americans to buy American, because it is American, We ask them
,to buy American because 9 times out of 10 it is bettor than anything
else that is made anywhere else in the world, and if an American
manufacturer comes out with an inferior quality, complained of by
American consumers, we say "Skip it, and of course buy the foreign
article."

The CHAIRMAN. You got rid of him and ask him to get out of your
organization?

Mr. EBLE. Yes; or we may help him to nmake a bettor product.
If we are going to continue this so-called reciprocity program, let

it be done in the manner suggested by President Theodore Roosevelt
in his annual message to the Congress in 1901, which was a follows-
Senator Davis will like this:

Ieciprocity must be treated as the handmaiden of protection. Our first duty
Is to see tha the protection granted by the tariff in every case where it is needed
is maintained, and that reciprocity be sought for so far as it can safely be done
without injury to our home industries. Just how far this is must be determined
according to the individual case, remembering always that every application of
our tariff policy to meet our shifting national needs must be conditioned upon the
cardinal fact that the duties must never be reduced below the point that will
cover the difference between the labor cost here and abroad. The well-being of
the wage worker is a prime consideration of our of our entire policy of economic
legislation.

Why, they compare this with Mr. McKinley's reciprocity. Any-
body that quotes McKinley's reciprocity as comparable to this does
not know what he is talking about.

The safety and well-being of America, our country, lies in the de-
velopment and maintenance of American business and agriculture
in the greatest market in the world, which is right here at home. We
must have foreign trade, too, but let us not overestimate its real
importance to our national economy. We are the world's greatest
customer for many things which we do not produce or make ourselves.
Stimulate American business and American consumption and you
solve our unemployment problem.

Forget the manufacturer, forget the people that come down here
and ask you to do this and ask you to do that. Think of the wage
earner and of the men walking thi streets looking for jobs. If they
were to parade before you, if you were sentenced to stand and look
at them, you would starve before you could see the whole line,
10,000,000 people waldng in columns of 4, 160 steps to the minute,
it would take a year and 8 months to pass by this Senate building.
You do not realize the danger involved in that great unemployment
armny in our country. We have a certain percentage of the population
of the world, but we have the greatest percentage of the unemployed
of the world--a, sad commentary o1 our so-called high standard of
living.

Before I close, there was a statement made here this morning by,
one of the experts on the tariff, which was in error and I want to
correct it. i-e said that the President might exercise discretion
with relation to depreciated currency, but 1ie (lid not know for sure
whether lie had the power.

In the tariff law, Senator, under section 522, there is a provision
there that makes it mandatory for the appraiser to take the value of
the depreciated currency as fixed by the Federal Reserve. IHo has got
to take it; there is no way out of it. That is in the law.
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I But Io and behold, what happens in the treaties? There you have
something different. In the treaty it says, "If it wide variation
should occur in the rate of exchange between the currencies of tho
United States of Ammcica and the United Kingdoin, and if either hiigh
contracting p arty should consider the variation1 so SUbstatntiatl asR to
prejudice the ind(1ustries or commerce of the territories of that, high
contracting pakrty"- that is fromn the British treaty.

Now, what is a wide variation? Who is to decide the questionn of
what is a wide variation?

Senator CLAntK, Either high contracting party, It is set up in the
very terms of the article which you sto 1)pd reading when you got to
that, You asked "who is to (detOriame it,' and it, says, "if either high
contracting party shouldI consider the variation so substantial as to
prejudice the industries or coinerceo of the territories of that high
contracting party, sitichi high contracting party shall be fre tU) propose
negotiations for the modification of this agreement; and if 1greoment is
not reached within 30 days after the receipt of such proposed, the
high contractiiig party mak ing the proposal shall bo free to terminte
the agreement in its 'entirety on giving 30 days' notice in writing to
that effect."

S the answer to your tito10 as to Who is to (IOter111i(, that it is
a wide variation or not is, by the terms of the treaty, the high con-
t raetin, party.

Mr. EnLm, But, Senator, the question is who is the executive to
determine it? I understand the hnguage in the law, but I mean who
is the individual? Who is the executive? Is it the Secretary of State
or Mr. Fox or who is it? It is not designatedd in the law, and that is
the loophole, and it will go on indefinitely, and I challenge anyone in
this committee to tell me any different,

Senator CLARK, Why, Mr. Ebh, if you had taken the trouble to
inform yourself of the very rudiments of the international relationship,
you would know that the United States in its relationship with other
nations, where the United States is spoken of as the high contracting
party, always operates through the President of the Unit(l States
and only the Presi(lent of the United States'except in such very rare
cases when Congress has by law authorized the "Tostmaster G,nerl
or someone else to make it minor agreement of some kind.

Mr. EBE. Now, hero wi) have the crux of the situation. In the
Reciprocal Act itself, and I have taken the time to study this, because
this will answer Senator Clark, we find this language tat "I'roided
That the President may suspend the application to articles * * 4
from any country because of its discriminatorT treatment of American
commerce or because of other cause or policies which in his opinion
tend to defeat the l.urpos es of the law," and there is the biggest weak-
nes of all because it says that he may and it (1oes not say thuat he shall,
and I challenge you again, Senator Clark---

Senator CLARK (interposing). Nobody said he should. You simil
who is h enfo. e th,. law amd I said it was tho President.

Mr. Ximm. [ can go into court and force the appraisers to follow
the other law, but you cannot anl mobody in God's world can force
the President to follow the provisions of this law. That is what I
mean and that is my answer, and it will stand,

Senator DAvs, 'In some States, have not the courts hoh that "may"
is equivalent to "shall"?
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Mr. EiBn, I havo never oon it. It says that he may mlnpo(l it in
his opinion. That takes the meat out of the whole business tlat the
'Seator wils trying to toll me t~hit I was wrong on,

Sniator CLAttK. I did not say anything of the kind, Mr. Eblo, You
asked t question here its to who is to make the dotorminitdon, lt((
Hw you (1oi in luld siy that the law says that the President siall
the J)liin proviso of the iw.
Mr. ERIE. 'I beg your pardon, Senator; I was evitivizinig the point,

that. they had not d(oignatod ill the law.
Sontior C,ARK. You said there is nobody to dotOrlini it.
Mr. EmJ.., There is not.
Solitor (CLARUK. The l1,w Mys it iS the P]residnt.
Mr. Eus, , Yes; but, if the President wants to go fishing for it trip

of 2 or 3 weoks, we valn whistle, YoU bot your neck. And we are.
'rho (IAJRIMAN, 1)0oo that finish your Stt61eont?
Mr. Eirm,:. In just about 2 miutos0 more.
Eauly Ameriwnns fought and died to mako our country independent.

We Aminrivaiu of the present day id age must do all in our i)ow+ or to
keep it so. It is iiy firm conviction that it is the solemn (luty of the
Congr'S of these Inited Sttes to take Iaek the power it aiu.s given
the executive brhich of our Governmont with regard to ncgotiating
dimse treaties, The ratification by the Semte as suggested t moment
ago will be a step in the right direction,

I amn sorry I have taken so much of your valuable time and I want
to tlank you o11 behoalf of the varioiiw industries I repretont for tie
courtesy you havo extended me in allowing ile the privilege of testify-
ing before you.

SOnator CLAIMs Mr. Chiirnilt, in regard to tile matter that 0;are1
lp u(1ring the testinmony of Mr. Selolss as to the statement made by
Dr. Orady, I have hote this stenographic report of the Town Hall
meeting held in New York on January 15, 1940, and1(1 desire to rend
into the iCcord the stteionet of Mr. Grmly iii miepolnse to ia quio4n

Mr. GUARIY. One of the faet4)rs always taken into account In determininlg
whothor a tariff will be lowered In a trade a greemouit Is the factor of cost, a1 the
trade agrooments have niot lowered any tariffs that have resulted in products of
cheap Iabor from any oomtry,

Iii m pooch in New York on ,tJtry 26, 1040, Dr. Gradv said:
The fallacles of the alternative Iproposals..

iltorumitives to the trade agreernents--
Is OmphahIs Oil exclusive cost of production, which should ho ili fact only on1 of
the factors to be considered.

In a letter to Senator Vandenberg by Secretary HIll, dated Decoom-
ber 1r, 1939, the Secretary said:
In tho adjustment of tariff rates under the Trade Agreements Act, coat-of-produotionl data , whe...ever practicable ' are taken into full oonsidortation along,

with all other factors entering Into the competitive situiNtion. But they cannot
and should not be taken as the solo guido, Other factors must be considered;
the size of the Imports In relation to domotie production; comparability of the
Imported and doiestio proditets as to type an quality; eoasonvAl factors, atnl a
groat many others.

It, seems to mae that that stffciently clear ulp) the attitude of tile
responsible officials of the Department as to what the attitude of the
Department is.
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I ask, Mr. Chairman, to insert in the record an editorial from Bui.
ness Week of February 8, 1933, entitled "Sure, Buy American."

(Same is as follows:)

Sua, Buy AMERICANI

It was inevitable that the "Buy American" campaign should pick tip momen.
turn. Messrs. Cyrus H. K. Curtis and William Randolph Hearst-amazing part.
ners-can put drive behind any movement. Manufacturers and merchants alert
to its emotional sales appeal have jumped aboard. Hastily formed organizations
about which a sensitive nose will detect a faint odor of racket have grabbed the
opportunity. Against such an array, facts and logic will not mnjuke much head-
iway. So perhaps the politic thing to do is to join In the chorus.

Here goes, then "Buy Americanl"
The object of the "Buy American" campaign is to keep American dollars at

home, help the American farmer, make work for American labor. We are for
all this. We hereby promise not to send a dollar out of this country to pay for
foreign goods; we promise that every dollar we spend shall go to pay for American
products. And we confidently make the same pledge for you.

For no dollar spent for imports ever leaves this country. Every cent of It (and,
on the average 20 to 25 cents besides) is spent here by foreigners, for American
products they want.

Thus, one sure way to buy American Is to buy foreign. Even in 1932, it is the
way we bought half of our cotton, 27 percent of our tobacco, 15 percent of our
wheat, 24 percent of our lard, 30 percent of our lubricating oils, 11% percent of
our automobiles, 9 percent of our gasoline, and a sizeable fraction of our miscel.
laneous manufactures. It Is, Incidentally, how they buy American automobiles
radios, refrigerators, shoes, codfish, and whatnot in the cotton and tobacco and
hog and wheat States.

It is true that to accomplish this, we have to make things pretty tough for the
American farmers who raise silkworms, coffee, tea, rubber, bananas, and cocoa,
We buy sonic tin, antimony, vanadium, and nickel, too, as a cowardly concession
to a luxury.loving class that prefers automobiles, railroad trains, and airplanes
to oxcarts. Also some tungsten, for those who unaccountably don't want to go
back to kerosene lamps.

But all this sarcasm grows a little heavy. No doubt we could eke out some
kind of existence on a primitive level by cutting off imports entirely, but it would
involve a readjustment more violent than any people ever has endured. It is
conservative to assume that one-tenth of us live directly upon export trade, and
vastly more than that proportion make our living in industries-as steel--that
would collapse without imported crude commodities.

Our imports aro 31 percent raw ilaterials; 25 percet foodstuffs, mostly tropical;
18 percent seminmamfactured products, as wolodlimlp; 26 percent finished nmanu-
factures; largely thimigs we canimot or will not produce. Competition bet een
imnported and domestic nmrehandise is narrow in area. Where it occurs, it Is
legitinate for the American manmfacttrer io extoll the superiority of the domnestis
product. It is legitimate for him to protest against unfair competition created
by depreciated cirrencies--for wIlich, by the way, Congress could provide a
simple remedy.

But it is not legitimate for lim to stir tip inort hatreds and prejtmdices in a
world already plagited by too many such passons. It is not legitimate for him
to support a movement which, insofar a,; it has any practical effect, iS bonrd to
hurt not foreigners so much as our own farmers and workmen. .

Legitimate or uot, it is mnt going to get very far. In the present state of his
pocketbook the consumer Is going to bay whatever is cheapest. Poor devil, hic
)as to.

Senator CLx1iK. TLien, X r. Chairman, witli reference to time
repeated references to del)reciated currency and their effect on the
reciproctl trade agreements, I desire to insert in the record the whole
of a letter from Secretary Hull to Senator McNarv, which t desire to
read a portion of, because it certainly is very i'omielusive. on the point
raised as to the effect of tie depreci tion of currency:

My DEAR SENATO'R McNAnly: Thank you for sending no yonir statement to
the press, enclosed with your letter of December 12, 1930. 1 am glad to comply
with y ir request to give you my views on the subject matter of the statement
which deals with certain aspects'of the trade-agreements program.
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I find In your statement a number of categorical assertions. At least the more

important of these should certainly be examined in the light of actual facts.
'lie central point of your argument relates to the effects upon out foreign

trade of recent wartine currency depreciation in Canada, Great Britain, and
France, especially In connection with the adjustments of our tariff rates granted
to these countries in the trade agreements concluded with them. You claim
that our country has suffered so serious an injury as a result of the depreciation
of these currencies that we should Immediately Invoke the exchange rate provisions
in our trade agreements for the purposes of modifying or canceling the agreements
themselves,

Your sole evidence of injury is the citation of a theory-that when one country
depreciates its currency unit, another country, whose currency remains at the old
level, inevitably finds its exports to the depreciated-currency country retarded
and Its imports from that country stimulated. Without discussing the merits of
the theory, let us look at the facts.

An examination of what happened to our export and import trade with the
three countries you mention during the first two months of the war-namely,
September and October 1939 (the latest conplete figures available) as compared
with the corresponding period of 1938, reveals the following data:

In the case of Canada, our exports to that country rose, between the two
periods, by $35,989,000, while our imports from that country increased by only
$23,322,000.

In the case of Great Britain, our exports to that country rose by $8,121,000
while our imports from that country increased by only $1,320,000.

In the case of France, our exports to that country rose by $1,131,000 while our
sports from that country declined by $4,503,000.

Taking the three countries together, our exports to them showed an increase
of $45,241,000, while our imports from them rose by only $20,139,000.

Whatever may be the case in the future, the theory you cite, in its application
to the situation with which we are immediately concerned, fails completely to
square with the facts. Yet it is on the basis of this theory, which to date has
been entirely Ut variance with the facts, that you ask the nation to upset trade
apeemonts with three commercially important nations.

Experience shows clearly that variations In foreign exchange rates constitute
only one among many factors which Influence a country's export and lmpbrt
trade. Depending upon the operation of those other factors, a depreciation of
foreign currencies may or may not adversely affect a country's industries and
commerce. To protect ourselves against the possibility that'a depreciation of
foreign currencies may have such ain adverse effect upon our trade, we iave
written into our trade agreements a safeguarding provision, which, in the agree-
nent with Great Britain, for example, reads as follows:

"If a wide variation should occur in the rate of exhango between the currencies
of the United States of America and the United Kingdom, and if either High
Contracting Party should consider the variation so substantial as to prejudice the
Industries or commerce of the territories of that High Contracting Party, such High
Contracting Party shall be free to propose negotiations for the modification of this
agreement; and if agreement is not reached within thirty days after the receipt of
such proposal, the High Contracting Party making. the proposal shall be free to
terminate the agreement in its entirety on giving thirty days' notice in writing to
that effect."

We are prepared to give full effect to this safeguarding provision whenever
adequate evidence is developed to show that the depreciation of another country's
currency has, in fact, prejudiced the industries or commerce of this country.
Your statement contains no such evidence. Nor has evidence of this type, with
reference to any country with- which we have concluded a trade agreement, been
presented, to date, to the interdepartmental organization charged with the execou-
tiori of the trade agreements program,

The CHAIRMAN. The reporter will place the entire letter in the
record.

(Sallie is as follows:)
Ion. CHRAL1s L. MCNAH,

United , tates Senale.
MY DEAR SENATOR MCNAHY: Thank you for sending me your statement to

the press, enclosed with your letter of December 12, 1939. 1 am glad to comply
with your request to give you my views on the subject matter of the statement
whIch deals with certain aspects of the trade-agreements program.
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I find in your statement a number of eategorical assertions. Atleast the more
important of these should certainly be examined in the light of actual facts.
The central point of youg argument relatis to the effects upon our foreign

trade of recent' wartime currency depreciation in Canada, Great Britain, and
France, especially in connection with the adjustments of our tariff rates granted
to those countries in the traqe. Agreems concluded with thjem. You claim that
our country has suffered so serious, au injury as a'result of the depreciation of
these currencies that we should immediately invoke the exchange rate provisions
in our trade agreements for the purpose of modifying or canceling the agreements
themselves.

Your sole evidence of injury is the citation of a theory-thst when one country
depreciates Its currency unit, another country, whose currency remains at the
oldlevel, inevitably finds its exports to the depreciated-currency country retarded
and its imports from that country stimulated. Without discussing the merits of
the theory, let us look at the facts.

An examination of what happened to our export and import trade with tie
three countries you mention during the first 2 months of the war-namely
September and October 1939 (the latest couiplote figures available), as conipar.d
with the corresponding period of 1938, reveals the following data:

In the case of Canada, our exports to that country rose, between the two periods,
by $35 989,000, while our Imports from that country increased by only $23,322,000.

In the case of Great Britain, our exports to that country rose by $8,121,000,
wlilo.our Imports fromthat country increased by only $1,32Q,00().

In the case of Franco, our exports to that country rose by $1,131,000, while our
imports from that country declined by $4,503,000.
Taking the three countries together our exports to them showed an increase of

$45 241,'000, while our imports from them rose by only $20,139,000.
Whatever may be the case in the future, the theory you cite, in its application

to the situation with which we are Immediately concerned, fails completely to
square with the facts. Yet it is on the basis of this theory, which to date has been
entirely at varlam"g with the facts, that you ask the nation to upset trade agree.
ments with three commercially important nations.

Experience shows clearly that variations in foreign exchange rates constitute
only one among many factors which I influence a country's export and import trade.
Depending upon the operation of these other factors, a depreciation of foreign
currencies may or may not adversely affect a country's industries and commerce,
To protect ourselves against the possibility that a depreciation of foreign currencies
may have such an adverse effect upon our trade, we have written into our trade
agreements a safeguarding provision, which, in the agreement with Great Britain,
for amplee, reads as follows:
(If a wide variation should occur in the rate of excha;ige between the currencies

of the United States of America and the United Kingdom, and if either High
Contracting Party should consider iho variation so substantial as to prejudice the
industries or commerce of the territories of that High Contracting Party, such
High Contracting Party shall be free, to propose negotiations for the modification
of this Agreement; and if agreement is not reached within thirty lays after the
receipt of such proposal, the High Contracting Party making the proposal shal
be free to terminate the Agreement in Its entirety on giving thirty days' notice
in writing to that effect."

We are prepared to give full effect to this safeguarding provision whenever
adequate evidence Is developed to show that the depreciation of another country's
currency has, in fact, prejudiced he industries or commerce of this country.
Your statement contains no such evidence. Nor has evidence of this type, with
reference to any country with which we have concluded a trade agreement, been
presented, to date, to the Interdepartmental organization charged with the
execution of the trade agreements program.

Equally unsupported is your assertion to the effect that "even in normal times
these (reciprocal trade) agreements have proved a real hardship to many American
producers." To which producers do you refer?

Surely you do not mean those millions of producers in agriculture, forestry
mining, auld manufacturing industries -- including many in your own State ol
Oregon-who, in recent years, have been overwhelmed by lack of adequate foreign
markets for their surplus output- and to whom the reduction of trade barriers in
foreign countries secured through trade agreements, has given a new hope, a new
opportunity, and an actual expansion of sales at home and abroad. They could
not have been hurt by the trade agreements.

As for the branches of Wroduction immediately affected by the adjustments of
our tari rates embodied in the trade agreements, every possible care howa been
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exercised by the Interdepartmental trade agreements organization, comprising
five dlopArtments of the Government to make sure that the producers concerned
are amply safeguarded 'against injury. Expbrlence in connection with the
negotiation and operation of 22 agreements offers abundant proof of this. It also
affords full demonstration. of the fact that, here again, we are prepared to recon-
sider any-action taken whenever adequate evidence is developed,to indicate the
need for modiflication-whether such need arises out of the appearance of facts
previously unknown to the Government or out of changed conditions.

Let me cite two eases. In 1938, after the trade agreement with Czechoslovakia
was signed and its terms were made public, new information was presented to
the interdepartmental organization, which indicated the desirability of making
changes in the duty adjustments granted in connection with certain glass and
cork products. Accordingly, before the agreement was put into effect, we
negotiated an amendment, embodying the necessary changes, In recent weeks,
because of emergency conditions arising out of the European war, it has been
found desirable to alter the terms of our trade agreement with Canada as regards
the reduction of our import duty on fox furs and skins. Accordingly, on Novem-
ber 30, 1939, 1 issued formal notice of intention to negotiate with Canada a
supplemental trade agreement relating to these produce w n

"there Is In existence a convenient channel through which information and
views bearing on every feature of the trade-agreements program can be presented
by the interested parties, both before and after the negotiation of any agreement,
It is the Committee for Reciprocity Information. With that channel you are
well acquainted since you have availed yourself of its facilities on several occasions
to furnish the Interdepartmental tr'ade-agreements organization with valuable
data in behalf both of industries concerned with a possible adjustment of our
tariff duties and of industries seeking to secure a reductions of trade barriers
against their products in foreign countries. If you or any one else have evidence
pointing to the desirability of change in any phase of the trade-agreements
program or in any of the existing trade agreements, such evidence is thoroughly
welcome. But I am sure that you would neither expect nor desire the executive
branch of the Government, in performing a function with which it has been
charged by the Conges, to act on the basis of unsupported assertions.

Finally, I should like to refer to your statement that "Secretary of State Hull
has never discussed Reciprocal Trade Agreements in the light of changed con-
ditionrF made necessary by the conflict inEurope." More than 2 months ago, in
an address before the Natial Foreign trade Co lvention in New York on
Octebir 10, 1989, I gave special consideration to precisely this problem. I dealt
with it even more extensively in my address before the national annual meeting
of the American Farm Bureau Federation in Chicago on December 5, 1939. In
car these addresses have escaped your notice, I take pleasure in sending you
herewith copies of the full text.

I should like to call your attention particularly to my Chicago address. On
that occasion, I presented what I consider as conclusive evidence of the advan-
tages scored by the country as a whole, and more specifically by our farmers,
from the operation of the tradog reement program. I also Indicated some of
t, e urgent reasons why this Nation, in its own best interest and in the face of the
present grave emergency conditions, should continue to adhere to the policy
underlying that program.

Please let me assure you that the Department of State and the other appro-
priate agencies of the Government are studying with the utmost care every p ae

the possible effects of war in Europe upon the foreign trade of the United
States and upon the operation of the trade agreements now in effect. The step
we have taken with respect to the Canadian agreement, mentioned above, is an
example of our readiness to act whenever circumstances point to the need for
action.

Your entire statement, taken in conjunction with other utterances recently
made by you, clearly has for its purpose the discrediting and destruction of the
t -agreements program, which would mean a return to the embargo tariffs
of the Hawley-inoot regime or their equivalent, and to a process of iniquitous
logrolling In tariff adjustment. The "evidence" you now adduce in support of
your assertions that trade agreements have Imposed hardships on our domestic
producers is on a par with the "evidence" trumpeted throughout the country
40 years ago by the sponsors oP, the Hawley-Smoot tariff in support of their
reckless assertions that tariff embargoes would give our agriculture and industry
Permanent and resplendent prosperity.



I42 ItECIl'RlO1 AL TRADE ARltlIMJONTS ACT

We all know that the operation of the H1awley-Smoot tariff did not prevent,
but was largely responsible for, the worst economic disaster which has ever
struck our country. No one can disprove the fact that the trade-agreements
program has been an essential factor in bringing about the substantial economic
recovery from the heartbreaking conditions of the early thirties, which has occur.
red In this country during the last 6 years. During the present emergency no
greater misfortune could befall our Nation than a return to the evil policy of
tariff embargoes which would inevitably be thw,- case if the trade-agreements
prograin were abandoned. That would be tantamomt to leading the country

ack to the kind of economic prostration into which a policy of tariff embargoes
helped so greatly to plunge it only a few years ago.

Sincerely yours, (O DE LL hum,.

Senator CLARK. I desire to pa8(0 tie following stalistiil dta in
the record regarding the textile industry.

The CHAIRMAN. 'iat may be done.
(Same is as follows:)

United States Textile Industry

Decrease 199-33
Wage earners--- --------------------------------------- -233, 788
Wages paid to wage earners --------------------------------- $716, 125, 000
Value of production --------. ..---------------------------- $4, 437, 433, 000

Increase, 193J-372
Wage earners --------------------------------------------- 126, 650
Wages paid to wage earners ------------------------------- $178, 380, 000
Value of production ------------------------------------- $1, 000, 775, 000

Census of Msnufaeturrs data published every odd year only.
Latest available data.

Source: Data published by the Census of Manufactumrrs.

The CHAIRMAN. Is Mr. J. Howard Proper here?

(Mr. Proper presented the following memorandum prepared by him
on behalf of the American Champagne Guild, New York City, of
which organization he is general counsel.)

MEMORANDUM SOJIMITTED BY J. HOWARD PROPER ON hB;IIALF Or TaE AMEnRICAN

CIIAMPAGNE Oumi, NEw Yoex CITY, RELATIVE TO FXTNON OF lRECtPRoCAL
TRADF AGREEMENTS ACT

This memorandum is submitted bv the American Champamgne Guill, lie,, ini
opposition to the exten.vion of' the Reciprocal Trade Agreements Act.

Under paragraph 803 of the Tariff Act of 1930 champagne and other sparkling
wiines were dhttiable at $6 pet, gallon, The information contained herein strictly
pertains to the American champagne industry and the writer does not Intend to
make any comments upon the economic and international consequences of this
act. li a trade agreement with France effective June I5 1036 the Outy -n these

imports was reduced to $3 per gallon.
Since the effective date of tho trade agreement with France, the franc has been

devaluated to such an extent that cheap French imports are being dumped into the
American market resulting in ruinous competition to our American champagne
industry.

We ask, therefore, that the present act be allowed to expire so that at the ex-
piration of the present trade agreement the duties will return to the same level
of 1936.

HISTORY OF THE AMERICAN CHAMPAGNE GUILD, INC.

The American Champagne Guild, Inc,, is an association of domestic elmai-
pagne manufacturers, all of whom manufacture champagne by the original
French process, i. e., secondary fermentation in the bottle.

This is the most costly process of making champagne and is the only one
permittqd in the champagne district of France as well as in the United States,
There ale other cheaper methods, but the product cannot be labeled champagne.
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The members of the ge!ld produce approximately 65 percent of all tile chain-

pagne made in the United States. Hundreds of people are dependent upon this
Industry for livelihood, including grape growers, farmers, skilled workmen, and
laborers.

Two of the members of the guild were established before the Civil War. Cham-
1)g21)0 has lnen produced in this country for more than 80 years.

The members of the Guild are: American Wine Co., St. Louis, Mo estab-
lshed 1859, producers of Cook's Imperial; Pleasant Valley Wine Co., Rtheims,
N. Y., established 1860, producers of Great Western; toma Wine Co., Fresno,
Calif., producers of Roma American Champagne; Vineyardists, Inc., Penn Yan,
N. Y., proditers of Viutner's American Champagne; D. W. Putnam Co., Hain-
mondsport, N, Y., producers of Goldon Age; George F. Lon, Middle Bass,
Ohio, process of Tie de Fletur.

There are at least six other members of the industry, all of Ahom are vitally
Interested ii this application, although they are not niemtll bors of the guild.

TlE CONDITION OF' TilE AMERICAN INDUSTrRY

(a) 'he maniactiiiCr.- During the prohibition era the production and sale of
champagne caine practically to a standstill; hugo inventories were carried in time
wine cellars and no sales were permitted for the reason that champagne was not
used for sacramental and religious purposes, this beingg the only legal outlet for
wines. It became necessary for time producers to heavily mortgage their plants
and property. Some closed down completely.

With the adveit of repeal iii December 1933 complete rehabilitation bweame
necessary. Additional loans were negotiated for "the ptiurchase of grapes arid ma-
terials. Plants had to be repaired and new equipment installed. Invuntorics
had to be built up. Champagne must age at least 1 year in the bottle before
being sold.

The champagne manufacturers have accomplished all of these things alld are
placing upoui the American market a product which by comparison Is tile eqal in
equality of good French champagne and far superior to the cheap brands which
ore now being widely distributed throughout the United States.

With all of the handicaps above eimerated and with the high costs of grapes
and labor, the American consumer is paying an average of $2.49 per bottle for
American champagne.

On the other hand this same consumer caUl xww, purchase imported French
champagne for as little as 81.80 per bottle.

The difference in the cost of production in America and in France partly accounts
for the situation.

The cost, of champagne grapes grown in the United States east of the Rocky
iotalns during the past few vintage seasons ling averaged approximately

$135 per ton. While statistics are not available, reliable information indicates
that the cost of similar grapes in France is lower by at least 50 percent. Included
in this cost is the labor for maintaining the vineyards, picking the grapes and
delivering them to the winery In France many winters own their own vine-
yards, whereas in this country those vineyards are owned by h nlependent graplo
growers who depend upon the vineyards for a livelihood. Grape growers in
France get from 27 to 40 cents per dtay, this in comparison with our minimum
wage of $2.40 per clay. The disgorger, a skilled workman in the manufacture
(if cham))agne, receives in France approximately 20 francs per clay or 50 to 60
Cents. This same workman in this country receives approximately $3.60 per
day. In some sections of the United States where trade-union agreements are
In effect, unskilled labor starts with 50 cents per hour, and particularly in the State
of Missouri the disgorger is getting from 55 to 65 centq per hour.

The manufacture of chain )sagnie consists entirely of hand labor. Every bottle
In the process is han1lled at least 250 tini.s. The direct labor cost entering Iito
the manufaeture, ecl.eudiug the maintenance of the. vineyard. Pnd the picking
of the grapes, amounts to at least $1.80 per cae. This cost does not ninllued
Roses, bottles, labels, corks, packing, shipping, freight, sales expense, advertising
or taxes. It may fairly I)(. stated that the end to nianuifacture American eham-
pagno is at least four times greater than making Freich champag ie.

() Coasupier.--American amnfacturerns have sl)mt thousands of dollars to
educate the consumer along temperance and modification lines. Our price
range is such that the products are available to the American public generally
£m it is not in the ease of expensive French chalpagnes, available only to a sbHlectec
few. Even ,with all the advertising mid piblicity, thie American consumer is
rot yet, chamliagne or wine eonseious. 1)1irihg prohibition the prevalent drinks
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were whisky and gin, but with repeal, a new market had to be created, The
consumer, generally, appears to be label conscious rather than quality consciotr.
Many expected to purchase a fine French champagne offered by reputable con.
corns, only to be disappointed after purchasing cheap French wines offered under
various names. It has been said by one consumer that he would perfer to [ir.
chase American champagne with a French label than to purchase the best French
champagne with an American label.
. The industry is confronted with the situation of the consumer being offered
an Inferior French champagne at a far lower price than it is possible fdr him tor irehase a quality American product. Everywhere the retailer as well as the
obber is pushing the cheaper French product because of less sales resistance.

(c) Farmer and grape grotr.--Before prohibition in the Finger Lakes district
of New York State approximately 20,000 acres of vineyards were under cultlia-
tion. A survey made In 1927 indicates an acreage of about 11,307. Figures
alone do not indicate the real picture, The vineyards are in very bad condition
and the yield is 30 percent less in the same amount of acreage than before pro.
hibition.

At the present atve o oonmmumptioj of American eiampagne our present acreage
more than supplies the necessary champtage grapes. Similar conditions exist
in the other grape-growing sections of this country, with the possible exception
of California. tauralv, with increased use of American wines this acreage
would again increase and sections of the country formerly dependent upon thegrape-growing Iidustry will return to prosperity. Then too, with such an increase

in consumption, the price to the consumer would be reduce d additional labor
employed.

sTATISTICS

Attached hereto and marked "Exhibit I" are statistics showing the production
and tax-paid withdrawals of champagne, sparkling wine, and artificially carbonated
wine in gallons and eases from July 1, 1933, to December 31, 1938. An analysis
of these figures show:

Tax-paid withdrawals show a steady increase each fiscal year beginning July 1,
1933, up to and including June 30, 1937, except for a slight decrease In the fiscal
year 1934 and 1935. The fiscal year July 1, 1936, to June 30, 1937, showed sales
of 164,712 cases. It was about this time that the franc was being devaluated and
thereafter American sales decreased. For the 6-month period from June 30,
1938, to December 31, 1938 sales totaled 92,577 cases, amid considering this figure,
it must be borne in mind that the major part of champagne sales occur during
the months of October, November, and December, Comparative statistics for
January and February 1939 and January and February 1938 are as follows In
gallons and cases:

January 1939: 16,008 gallons, 9 670 cases. January 1938: 23,088 gallons,
9,620 cases. February 1939: 11,294 gallons, 4;706 cases. February 1938:
22 888 gallons, 9,537 eases.

Prom the foregoing figures it will be seen that there has been a tremendous
decrease in the sale of American champagne for the months indicated.

There is also attached hereto amid. marked exhibitit II" a comparison for the
fiscal years ending June 30, 1937, and June 30 1938, of tax-paid Withdrawals for
American champagne and sparkling wine, and the duty-paid imports of French
champagne only. An analysis of these figures Indicates the following:

Duty-paid imports of French champagne for the fiscal year ending June 30,
1938 show an increase of 223 cases ov3r the fiscal year ending June 30, 1937.
On the other hand, tax-paid withdrawals of American champagne for the same
period showed a decrease of 14 224 cases. While actual figures are not available
to the present date, we are reliably informed that there has been very little change
except in a further devaluation of the franc.

THE DUMPINO OF CHEAP FRENCH CHAMPAGNES HAS DEMORALIZED THE AMERICAN
MARKET

Duriungpreprohibition and up until the last year our domestic champagnes sold
in competition with imports and brought about one-half the price of the imported
[product. Today we are confronted with an imported product being dumped on
the American market and retailing as low as $1.89 per bottle. b

There are innumerable brands upon the market, all of which no 6 ne has ever
heard of.

On March 9 1939 and numerous other times, R. H. Macy Co. advertised their
ttoie Rouge champagne at $1.98 and this advertiser states as follows: "Available

a
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lt this absurd price only because world conditions have destroyed the growers'
markets in vast sections of the globe."

There are two main reasons for this dumping. First, France has lost the
markets of Russia, Germany, and Italy, and has an overproduction of champagne.
Secondly, the devaluation of the franc is the main factor in this dumping.

When the trade treaty agreement was entered into the State Departwent
advised that the tariff had been reduced from $6 to $3 per gallon and that this
reduction amounted to about 61 cents per bottle on a bottle which retailed at that
time from $5 to $7. Evidence had been introduced showing that this would not
be ruinots competition for American champagne and the reduction of 61 cents per
bottle would not bring imported champagne into the piuce range of the domestic.

On June 15 1936, the effective date of the trade agreement, the rate of exchange
was 6.586 dollars per hundred French francs. In itte of 1937, the rate of ex-
change dropped to 4.440 dollars per hundred French francs. The average rate of
exchange during 1938 amounted to 2.880 and today it is approximately 2,25.

In view of this devaluation it is now possible for importers, department stores,
and retailers to purchase in France champagnes for as iow as $3.50 per ease and
lay it down in Now York at a lower price th~lu the Ainorivan manufacturer can
afford to sell it to the jobber. French champagne, including all duties, taxes,
and transportation, cost the importer about $13 per case, while the actual cost
to the American manufacturer including taxes is a minimum of $13.50, not
including any profit or selling expense.

Our market, therefore, is flooded from coast to coast with these French chan-
1)agries underselling our American products and creating a condition which may
possibly result in the bankruptcy of our American firms.

it was only on February 23 that the New York Times carried a release in which
Senator Georges Portmann pressed the Commerce Minister of France to obtain
concessions from the United States in compensation for the war expenditures
France is making in America, In part lie stated as follows:

"There has been some agitation (United States) for breaking the trade aigree-
ment with France. ' Certainly we know that constitutional rules exist forbidding
a reduction of more than 50 percent below the tariffs of 1930 but the, war has
created entirely new conditions. In view of our large war purchases in that
country can we not find means to send a larger amount of our wines there? May
I ask that the Commerce Minister use his utmost efforts to obtain from the
Washington Government a lowering of tariff duties and taxes on our wines which
could stimulate the consumption of them over there by making prices lower for
the consumer?"

Suh a program, if adopted, would complete the ruination of the American
champagne industry.

Frmn the foregoing facts it is therefore evident that this industry has been a
victim of the Reciprocal Trade Agreements Act, and we respectfully urge that the
act should not be renewed.

J. HOWARD PROPER,
General Counsel, American Champagne Guild, Inc., New York, N. Y.

Exminn' I.--Statistics showing the production and tax-paid withdrawals for cham-
:agne, sparkling wine and artificial carbontated wine from July 1, 1938, to Dec.SI, t98

Tax-paild withdrawals
Produ- ..

tlon
Oallons Cases

0oalons
July 1,193. to June 30, 14................ ......... .. 532,874 254,421 | 115, 0
July i, I 4, to June 30, 35 ............ ............... - --- 310 060 263,772 | 109,90S
illy , IMS, to June 30,193M......... . ............. ..... 41, 848 289,970 120,821
July I, 130, to June 30, 1937 .............................- ... --- 481, 23 394.18 164,71i2
July 1, 1937, to June 3 ,1938 ................-....................... 489,012 381,171 19W, 488
J..e 30, i938, to De,. 31,198 ............. . ........ ....... 112,297 222,184 92,77

Total ......... ........................... ...... 2,359,814 1 1,816.826 757,012

These figures ore compiled from the annual reports issued by tho Alcohol Tax Unit of th Bureau of
Iternl Revenue,
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ExinalT I l.-CoMparsoe of .r-paid withtdeawels of .A merican chantiflnme anej
sparkling vine for the /iec ra ec lin g Jce. 10, ]O, tnIl ,Jne 30, 19,118, cith
del-iacd imilcorls of I rear/c champagne for the s(me periodeso

Taon -paid iieiiy-eaicd

wiithirAeli,4 liiporis
American Fronech

Fiscl year e1ntg Auo Q, 11:47e(JR110o 13 ...... ... .. ... ....... .. ....... . .... . . . . . ... '| ,,3r' 1
(aIses ... 1 712 217.32oy

Flticl yoar ondnit tee3I, 10138:
i'e lons ................. ........ . . .. ................. . 361, 17t1 22, 104

The Committee will recess until 10 o'clock tomorrow l1Olrie ing.
(Whereupon at 4:45 p. m. recess wits taken mitil the following day,

Friday, March 1, 1940, at 10 a. Il.)



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

FRIDAY, MARCH 1, 1940

UNITED STATES SENATE,',
COMMITTEE ON FINANCE,

WashI/ng/tor, D. C.
The',oiumitteo met, lirstimit to recess, in the Fimance Committee

Room at 10 a. in., Senator Pot garrison (chairman) presiding.
Thle CHAIRMAN. The committee will come to order.
Tile first witness this morning is Mr. W. L. Clayton, of lhouston,

Tex. Mr. Clayton is representing the Atnerican'('otton Shippers'
Association.

STATEMENT OF W. L. CLAYTON, HOUSTON, TEX., REPRESENTING
AMERICAN COTTON SHIPPERS' ASSOCIATION

The CHA jitM. N. Tell about your concern and the nature of your
business, who ar you, and your reaction to the reciprocal trade
agreements.

Mr. CL\YTON. My firm is Anderson, Clayton & Co., cotton iner-
chants. I appear here, Mr. Chairman and gentlemen, as pre-
sentative of the American Cottonl Shippers' Association, with general
offices at Memphis, Temi., and Itlso oil liy own account ax a cotton
mtrchant and a eitizeu.

Practically all the cotton merchants in the South belong to the
American Cotton Shippers Association through its affiliated State
associations. This association at its last four a1utial meetings has
endorsed tile reciprocal trade-agreement ,prograin.

I wish now to strongly urge the extension of the Trade Agreeinents
Act. Cotton is peculiarly an article of world commerce. Thie coin-
mercial production of cotton is limited to a comparatively small part
of the earth's surface. It is consumed throughout tie world.

In the United States, more than 50 percent of our cotton production
is .normally exported in competition with the production of numerous
other cotton-exporting countries. Obviously, if tariffs on goods in-
ported into the United States are raised so high is to substantially
reduce the volume and value of such imports, foreigners have fewer
dollars with which to buy our cotton and other commodities and rnust
turn to other sources of sup ply. This is what happened following the
enactment of the Smo.at-Lawley tariff bill marking tile third substan-
tial increase in tariffs since tile World War. World buying power in
the United States was thereby substantially destroyed. Agriculture
was bound to be the chief sufferer in this situation.

In 1930, the year the Smoot-ilawley bill was passed ithe rest of the
world, through its merchandise exports to the Unite(d States, had a

347
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little over three billions to spend in this country. They actually
spent in that year nearly half of that sum, or nearly one and a half
billion dollars for our farm products alone. By 1932 there had been
such a drastic shrinkage in our imports that the foreigners spent in
this country only three quarters of a billion dollars for our farm com-
mnditie3, or just about half of what they spent in 1930.

You cannot shut out imports without also shutting in exports.
In 1932 we bought from the outside world just 30 percent as much

merchandise as we had bought in 1929. The shrinkage in our outlay
for foreign goods of $3,000,000,000-

Senator VANDENnERG (interposing). What year was that?
Mr. CLAYTON. In 1932.
Senator VANDENBERG. Everythirg shrunk in proportion, (lid it not,

all around the world?
Mr. CLAYTON. Everything shrank; yes, sir. Surely the advocates

of economic self-sufficiency as the road to prosperity in this country
could hardly ask for a closer approach than this to their coveted goal.
But the other side of the picture is that in 1932 we sold to the outside
world just 30 percent as much merchandise as we exported in 1929,
a shrinkage in foreign purchases of our goods of three and a half
billion dollars. Indeed, 1932 witnessed the lowest point for many
years in our foreign trade. It is no more coincidence that 1932 also
established other records in this country not pleasant to contemplate,
such as the lowest prices for all time for our farm products, the highest
point for all time in unemploy mont, and the lowest point for half a
century in our economic well-being. Incidentally, 1932 was the year
in which farmers were losing their homes and farms at so rapid a rate
that economic and social disintegration threatened.

The only sound and permanent solution of the farm problem is
the reopening of the channels of international trade. Only in this
way can purchasing power be restored to our agricultural surpluses.
The reciprocal trade agreement program is a modest step in that
direction. It approaches the subject from the point of view of the
best interests of all the people instead of the special interests of
groups. Since the passage of the reciprocal trade agreements, our
annual volume of foreign commerce has increased in value by 2% to
3 billion dollars, divided about equally between exports and imports.

Senator VANDENBERG. What do you base those figures on? HaTve
you the actual figures by years?

Mr. CLAYTON. Yes, sir; I can give them to you.
Senator VANDENBERG. I wish you would.
Mr. CLAYTON. In 1934, the total exports of United States mner-

chandise were $2,100,000,000, and th! total imports were $1,636,000,-
000, making a total of $3,736,000,000, In 1937, the exports Were
$3,298,000,000, and the imports were $3,000,000,000, making a total
of $6,300,000,000. It shows an increase of nearly $3,000,000,000.

Senator VANDENnERG. Yes; but the Trade Agreements Act did not
generally becaimn effective until along in 1936, while you compare
with 1934 anfl then give all the credit to the Trade Agreements Act.

Mr. CLAYTON. I don't intend, Senator Vandenborg, to give all the
credit to the Trade Agreements Act, but if you take even 1936, 2
years after the Trade Agreements Act was passed, the expoi'ts and
the imports totaled $4,800,000,000.

Senator TOWNSEND. What was each?
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Mr. CLAYTON. $2,400,000,000 ot exports, and $2,400,000,000 of im-
ports. It just about balanced. That was in 1936. In 1937 they
had jumped to $6,300,000 000.

Senator VANDENBERG. What were they in 1938?
Mr. CLAYTON. $5,200,000,000.
Senator VANDENBERG. In 1938 they were $5,000,000,000, and in

1936 they were $4,800,000,000. They are practically the same as
they were in 1936 when the trade agreements really became effective.

Mr. CLAYTON. The act was passed in 1934, I don't know how soon
the, agreements became effective. At various times, I presume.

Senator VANDENBEBRO. There were one or two in 1934 and three or
four in 1935. They really were not swinging until 1936.

The CHAIRMAN. Have you 1939?
Mr. CLAYTON. I have the totals for 1939; yes, sir. They are

$5,400,000,000 in 1939.
Senator VANDENBERG. How was that divided?
Mr. CLAYTON. $3,123,000,000 for exports and $2,276,000,000 for

imports.
Senator VANDENBERG. I make no point of the questions I asked you.

I have just come to the conclusion that I can take the available figures
on this subject and make a swell speech on any one of four sides.

Mr. CLAYTON. You can usually do that, I believe, with any set of
figures.

The CHAIRMAN. You can do that on anything. [Laughter.
Mr. CLAYTON. Surely this additional trade has been reflected

in promoting recovery from the depths to which our economy sank in
1932.

The present war is creating some grave new problems for
American agriculture, especially cotton. Practically all of our cotton
exports go to Europe and Asia. The nations of these continents are
either at war or preparing for war. In these circumstances, they are
living off of their capital, especially as regards purchases in the
United States. They are sending us their gold and liquidating their
securities. What will they do for dollars when these things run out,
as they must sooner or later?

Already there are signs that such precious dollars as thnse na-
tions can command will be husbanded for the purchase of essential
war materials which only the United States can furnish. Tobacco, cot-
ton, and other farm products will more and more be bought in those
countries willing to accept goods in payment, thus not only effecting
an exchange of goods but also providing cargoes for the ships both
ways. Today most of the ships coming to our Gulf ports for cotton
come in ballast. Ships are worth at charter $1,000 a day and up-
waros. Is there any wonder that the foreign buyers of American
cotton are turning more and more to other growths?

When this war ends, America will find itself in the position of,
Kin Midas and finally when we shall have acquired all of the gold in
the world, we will be compelled to face the immutable law of inter-
national trade, "He who would sell lust also buy."

Senator VANDENBERG. Meanwhile, what will we do with the gold?
Mr. CLAY'rON. It cannot answer that. In the end, we must bow

tq this law or reconstruct our domestic economy in an effort to find
othef jobs for some twelve to fourteen million persons bilmally
employed in connection with our report 811(d iml)ort trades, and
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to find other uses for some seventy-five to one hundred million acres
of agricultural land normally employed in producing for export,

For a century prior to the outbreak of the World War, the principle
of international division of labor made tremendous strides throughout
the world. , The last quarter of a century hais unfortmately-witeswed
a reversion in the directions of economic nationalism. This has
notably resulted in a world-wide revolt against tie free market.
Much of the world's economic and political ills are traceable to this
development. Responsible opinion appears to be crystallizing on
the view that the next pence, if it is to have any hope o? permanence,
must be based upon the principle of the division of labor on a world-
wide basis. The trade-agreement program is a modest effort to keep
alive that principle. Its abandomnent at this time could only be
intqrprped as a step backward toward economic self-suffieioncy.
Believing that such action would constitute a grave national erroro,
I earnestly recommend that the Trade Agreements Act be extended.

Senator VANDENBERG. Mr. Clayton, you (1o not think that we
can combat external self-sufficiency, solely through these trade agree-
reents, do you? Haven't we got to have a lot of other weapons, too?
Mr, CLAYTON. I don't know about the weapons, Senator Vanden-

berg, and I do not contend that we can combat it solely with the trade-
agreement program. I am merely saying that I think that the
trade-agreement program helps to keep alive a principle which we
should not see die if we can help it.

Senator VANDENBERG. The thing that challenges my fears is that
we may 'keep this principle alive through an agreement,'which'' we
faithfully execute and the other fellow does not, because the moment
lie has made an agreement with respect to tariffs with us, then he
discovers some devices by which lie cbeckmates every adventago
that we were supposed to get. For instance, in one instance I think
we made a trade agreement with a major country, and within 6 days
afterward they depreciated their currency. We made an agreement
with another, and within 2 weeks, I tbink, they installed blocked
exchange which practically nullified every advantage wewere supposed
to have gotten. I want to be an idealist and keep a lot of'fin6'pltift-
eiples alive, but I do not want to be a sticker about it, and it seems
to me that in a world at war and in the post-war period of adjustment,
the self-sufficiency is found to reassert itself viciously everywhere
and that you just eannot deal with that condition on the unconditional
most-favoi'ed-nation theory. When you get through, all you will have
lefv is your ideals, and tho rest of the world will have everything else.

Mr. CLAYTON. Senator, I appreciate that, but when this war ends,
it will be either a totalitarian world or more or less a democratic world.
If it is a totalitarian world, foreign trade will be conducted on that
principle, which will be a barter principle, such as Germany employed
.prior to the beginning of this war. If it is a democratic world, I think
It means going back to a fairly free exchange of world goods such as
we had prior to the beginning of the last war.

Senator VANDENBERG. Already we have found it advantageous to
barter a little rubber for cotton as we (lid, (lid we not, with Englaud?

Mr. CLAYTON. I question the advantage of it. We have done it.
Senator VANDENBERG. I think you are consistent in that statement.

Have the trade agreements helped cotton?
Mr. CLAYTON- .Yes, sir.
Senator VANDENBERG. How?
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Mr. CAYTON. By increasing world trade or trade beteet the
United States and the rest of. tile world, and anything that permits
the rest of the world to increase their shipment of goods to this coun-
try is bound to help cotton, because some of the money, some of the
dollars thus created, will be used to buy our cotton andhave been' so

Senator VANDENBmERG. Don't you think the major portion of our
export trade is duo to a recuperation in the world buying and con-
sumning power?

Mr. (LAY'roN. I do not think it would have been possible for us
to make use of that recuperation if we had not reduced somewhat
our tariffs on foreign goods so that those goods could come into this
country.

Thle .CIAuIMAN. Are ther?
(No response.)
The CHAIRMAN. 1 i you very much, M Cay'

The next witne~fs Mr. Oscar Jo ston of Mississtio, president
of the National tton Council of A ' ,Tha"

STATEMENT F OSCAR TO SC0 , MISS., PRE DENT,
NATIONA0COTTOI4  OUNC OF A CA, PHIS, T N.

9 t .jm I . .

The CITAIMAN. Mr. t ills rota-, I si a very, ood
State. Hiejs president of tllq' tio 1a1 tto t Council of Am iea
and he is ivry familiar with tiel otttm indu r We ill be gl to
hear you, ir Johns h

Mr. JoJksOX. I anl n1. My f nle as tle
Senator 1i~li 0. ar o A11ton.* Y ai1Is is Scott, Hvfs I
appear 'ep cning te oe rfvlco'toni 4usyt' wfikhi organize us
at general iv fare co rp$6 iir rtjfne I th~Ionl toCouncil1of A' eric~ Til council, f% teboft of to coin ittee,
is composed cotton growers t , g ers,lie rehousecii by
whom it is stol'l and coip'Med, the0 otton"4mrcfants o dealers,
and the first pro ssors of coNtonsedq l oil In"l Is. The /nil ema-
braces the entire (tton Belt. '

There are 19 of odr4,8 States that produce cottol..j 0 of them in
which it is produced as K b,~4or crop, 3 of them iytlich it is a vitally
important crop, and the otl Ms -a ; bo important but still
is a fairly heavy crop. In thosM eaci of the five interests I
have named and to which I shall refer hereafter as the raw-cotton
interests, have organizations, as, forl example, the Farm Bureau or
Grange, the Ginners Association, the Warehousemen. Each of these
organizations in each of the cotton-producing groups selects a desig-
nated equal number, three each, of representatives who serve oil t he
council. So that the council is composed---its voting power is lodged
in 215 delegate membe s selected by the organized groups within,
each interest, and in that way it is representative of the 2% million
farm families representing 0 to 11 million farm people who actually
work in the fields and produce cotton, of some 12,500 operators of
cotton giiis, some 5,000 operators of cotton warehouses, some 4,500
cotton merchants or shippers, and som 550 cottonseed crushers.

The shippers have their major organization in the American Cotton
Shippers Association which was represented a moniont ago by Mr. W.
L. Clayton, who appeared. I am appearing on behalf of the industry
as a whole.
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At all annual meeting of the delegate members of our council's
convention heild ol the 14th of February in New Orleans, a resolution
was adopted, Omitting the preamble, the resolution is:

Whereas tho tariff policy--

et cetera--
Now, therefore, be it resolved, That the National Cotton Council of America urge

the Congress to approve House Joint Resolution 407 providing for authority for
the Executive branch of the Govermuent to conclude without further legislative
notion reciprocal trade agreements with foreign governments; and be itfurther

Resolved, That the officers of the National Cotton Council of America he
instructed to transmit coty of this resolution to the Senators and Congressmen
from the cotton-growing States.

Following the authorization given in that resolution, further action
was taken by the officers, and in this connection let me point to this
fact. The organization, as 1 have stated, is composed of five groups,
but may not take a position with respect to any matter of general
policy except upon the affirmative vote of two-thirds of the delegate
mew bets representing each of the five interests, the interests voting
separately; so that when a resolution such as this was proposed-as a
matter of fact, this resolution was unanimously adopted-but when
any resolution is adopted by the council, it must be representative of
the expressed views of two-thirds of the total representation of each
of the five interests.

Following that action, the officers of the council sent out to the
county committees and to representatives of the council in the
various counties producing cotton, requests that they poll and get
the sentiment expressed by petitions of the leaders of the cotton
industry in their respective counties. There are approximately 900
counties in the 19 States producing cotton. No effort has been made
to organize in the States of Kansas, Illinois, Kentucky, and Florida,
because in the 4 combined, only about thirty or forty thousand bales
of cotton are produced, but omitting those States, there are some
800 counties producing cotton. The council has organized committees
ill each of those counties made up of the leaders within the cotton
industry in those respective counties.

We also communicated with various civic bodies, chambers of coni-
merce, Kiwanis Clubs, Rotarians, and others, and we present here for
the record resolutions from the States of Texas, Louisiana, Arkansas,
Tennessee, Mississippi, Alabama, Missouri, and quite a number of
resolutions from various communities and towns, wiuch I propose to
put in the record. The resolutions are all endorsing the House
Joint Resolution 407 and urging the Congress to enact that measure
as it caie from the House.

The CHAMIMAN. They will be inserted in the record.
(The same are as follows:)

SUMMABIY OF IIESOLUTIONS PASREI) BY CHAMBERS OF CONmIISc AND (ViC
OBGANIZATION14 AND FILED WITi THE NATIONAL COTTON COUNCIL, HEAD-
QI1ARTERS IN MEMPiIiS, TENN.

Name of organization and location.-Bonlham Rotary Clb, Bonham, '1'ex.;
Rayville Kiwanis Club, Rayville La ; Chamber of Commerce, Joiesboro, Ark,;
Hope Chamber of Commerce, JIope, Ark.: Hoppe Kiwanis Club, 1lopo, Ark.;
Dover Stewart Comity Chamber of Connnece, Dover, Tenn.; Chamber of Com-
merce, Vicksburg, Miss.; Farm Bureau Association, Athens, Ala.; Hlayti Lioes
Club.; Hayti, Mo. ; Caruthersville Rotary ClIb, Caruthersville Mo. ; Stecelo Rotary
Club, Steee, Mo.; Now Orleans Board of Trade, Ltd., New 6 rleans, La.; Shelby
Chamber of Commerce, Shelby, Miss.
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The above mentioned resolutions endorsed the Reciprocal Trade Agreements

Program and favored extension by passage of House Joint Resolution 407.

BONHAM ROTARY CLUB,
Bonham, Tex., February 7, 1940.

Whereas a motion was duly made and adopted by the Bonham Rotary Club
in support of House Joint Resolution 407 now pending before Congress.

Witness our hands this the 7th day of February 1940.
BoNIIAMN ROTARY CLUB,
C. It. JONES, President.
W. P. DucKzr, Secretary.

RESOLUTION OF THE RAYVILLE KIWANIS CLUn, RAYVILLS, LA.

le it resolved by the Rayville Kiwanis Club, Rayville, Richland Parish, La., as
follows:

That the development and maintenance of export markets for American cotton
and cottonseed products is a vital necessity to the people of the Cotton Belt, and

We believe that this can best be accomplished through the instrumentality of
the reciprocal trade agreements program. This program will expire on June 12,
1940, unless Congress authorizes its continuance.

That there is pending before the Congress House Joint Resolution 407, time
purpose and effect of which is to extend for a period of 3 years the authority now
vested in the Executive Branch of our Government to negotiate reciprocal trade
agreements with the nations of the world.

That the Rayville Kiwanis Club by this resolution, respectfully urge upon
Congress the speedy enactment of douse Joint Resolution 407, Be it further

Resolved, That copies of this resolution be forwarded to Ilo. Allen J. Ellender,
Hon. John H. Overton United States Senators, lon. Newt V, Mills, Member of
Congress from Fifth Coogressional District, all of Louisiana, and to National
Cotton Council, Memphis, Tenn., and that all of the above are respectfully urged
to put forth their best effort for and on behalf of the farmers in the Cotton Belt.

RAYVILLE KIWANIS CLUB.
H. C. CAnBERS, President.

Attest:
W. A. Cooln, Secretary,

I, W. A. Cooper, secretary of the Rayville Kiwanis Club, do hereby certify that
the above and foregoing is a true and correct copy of the resolution adopted by
the Rayville Kiwanis Club on Jan. 31, 1940, at Rayville, La.

W. A. Cooan,, Secretary.

RESOLUTION

Whereas the South with sound economic reasons has always fought for the
enlargement of our foreign trade and because the necessity of a world market for
cotton and the other products of the South is vital to our very existence; and

Whereas the reciprocal trade agreements are the best inimmdiate means of
obtaining this all-important trade and if tile reciprocal trade agreements are not
authorized the South will be plunged into economic woes of such intensity that
no prograni could bring about any measure of prosperity: It is therefore

Resolved By tim Jonesboro, Ark., Chamber of Commerce that our r(presenta-
tive's in the Congress of the United States be urged to enact House loint Resolution
407 to extend for a period of 3 years the authority to negotiate reciprocal trade
agreements with the nations of the world.

Passed and adopted this February 5, 194t0. 1). B. AYCOOK, Pr'esident.
S. W. BOwKER, Secretary.

Whereas the reciprocal trade agreements have been of inestimable benefit to
agriculture as a whole and the Cotton Belt in particular in finding a foreign market
for surplus cotton, and
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Whereas otur production of cotton mutst be materially reduced unless this
foreign market can be maintained or even enlarged, which meal)s t 'urtailment
of cotton acreage, it lismltrous tisiliitetimlent of ltbor and a serious disturmice
Of our nat io1a agricultural eCOlO11y.'

Therefore, we, the members of the llope Chamber of Commerce, do herobv
urge mr Representatives and Senators from Arkansas to use every effort possible
in support of Iluome Joint Iefsolution No. 407, now 1iending before Congress,
which wilt extend for a period of 3 years, the authority now vested ill the ExOeutivU
iraneh of the Federal Goverinent to negotiate reciprocal trade agreements with

the nations of the world.
HOVm Careamll OP 'uComhlxtca,
GUY E. JIATZ,, Presiden ,
It. A. BoWprN, Necrelary.

Tis resolition was unanimously adopted at a regular meeting of the llope
Chamber of Commerce, 'l'hursday, February 8. It. A. lowa,: Secretary.

Whereas the reciprocal trade agreements have been of inesthable benefit to
agriculture asi a wholo and the Cotton lielt in particular in tindiog a foreign market
for surplus cotton, and

Whereas our production of cotton must l)e materially reduced less this foreign
market can hie maintained or even enlar-ged, which ,ocaus a curt ailnent of cotton
acreage, a disastrous displacemont of labor and a serious disturbance of our na-
titonal agricultural economy: Therefore

We, tile inembers of tle Elope Kiwanis Cu1), (to herchy urge or ]leiiresentati 1cs
and Senators from Ark.nsiis to lit' ('Irv '11-ort lihis ill Sililpport of iouso Joint
IResolution No. '107, now iclii: RI)vfort' (ongress, which will extend for a period
of 3 years, the authority now v'estcd iii the E',cutivi branch of the Federal
(Noverunment to iiegotiiot reciprocal tratld' agri eilents with th nations of the world.

Iho',: KIw\.iS r.ea,

C. 1'. 'i'A.,rsoN, President,

A. W. STITIINEMAN, SicerclaryI.
Tis resoluitioii was iinaniiiiotlsiy adlopted at a rewgullar tmeeting of the hlop,

iwanis Chili, Tuesday, February i.
A. W. S'rrorEIIAN, tS'creta'ry.

Whereas it huinthO il' it ant liorposle of the Dover-Stewart Comity Chaiher
of Connrce in its (delierations tnd enileAtirs to 1rtle11 tool ttd will to sLcht
oiji'e t.ives M I ih might mke for tilt, bettermient of tho town of 1)over, the conLty
uif Ste,\\:rt, t, State of 'leowssce, 111l the ITed Stalt-s uf America, and lti-
mately for hl evlt ire world; nid

Whereas there is soon to he iiresvnted t(o thne congrims of the liited Statys
macati.res to he enacted or rejected providing fir t, colitiotomee of th presel
rciiroctl tratih-Ireaty programiii, io l

Whercias believing that, iii his wisdom and long oxerieic(, ihat tht, ilhtstriitus
Secretary of Sititt,, Cordell Hull, truly, since roy h'livees thid flii continuance of
suich a 1icasire will titinitely go falr toward hit' stalbilization <if world markets,
towardI a future better iit'ace uiiderstaidijig; and

Whereas ihnt, I(, l)over-Stewart Cootty Clari)er of Comol(Te did, iii regular
msitiit 'll isselli.he ], M i tay, I 'ti rtii rv 5, vl ih ti;, ltititalluts vi ' approve i he
muin(i1eie its it is to be presented to tlie Cotigress: 'I'hercfor be it

Ituc'olhrd, Thtil it cov of tl'se rsolut ions k, stnt tii etch of the Soators of
Tmt issue, Sit, ers'. I).'1. McKeIllar al Lom Ste'vart aitit copy' to Clongress-
mini111 Joseph W. Byrns, Jr., and thIlt a 'opnt be spretiad oin tti iuuiiintes of tire
Chamber of Commerce of l)ovt'r-Stewart Counties tid that a copy be furnished
to the Sttwart County Times, and that a copy hre sent tti the Chmber of Com-
rcree of Memphis, Tennessee.

1)OV na-STEWART COUNTY CHAMBER OF COMEmsmtt',
J.. 1, ttDixos,
'J, It. IRammus, Chairman, Comminihee.
J. L. MAJOR.
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RESOLUTION

Recognizing the nwed for increasing exports of cotton, and believing that
through the instrumentality of reciprocal trade ligreements, it is possible to
develop and maintain export markets for suriiils cotton and cottonseed products
without serious domestic economic disturbance: Be It

Resolved by the Board oif Directors of the Vicksburg Chamber of Commerce, That
ithority OW V ted ill the Executive branch o(, the Federal Government to
negotiate recilroeal trade agreements with the nations of the world should be
eomtiued for a period of 3 years from .Juuue 12, 140, the date present authority

rhis Is to certify that the above is a true aitl correct copy of resolution adopted
by the board of directors of the Chamberof Commerce of Vieks,rg, Miss., in a
regular oeetiug helh February 2, 1940.

W. N. MIN l, Secrefary-I'anaeu.

11 E IOUTION

Realizing that the authority of our Government to negotiate reciprocal trado
agreements with other countries, expires June 12, next; and

Whereas the trade treaties already made with foreign countries have enabled us
tou regain much of our foreign trade; have brought untold beiifits to the Nation
at large and especially to the Southern cotton producers; and

Whereas there is now pending ii the Con;ress House Joint Resolution 407,
extending the authority of the Executive branch of Government to continue to
make such reciprical trade treaties: 'l'herefore be it

Resolved, That we urgently request our Represeiitatives in Coiugress to (to all
iu their power to secure the enactinenit of said House *loint Resolution 407 be-
lieving that this reciprocal program is the oldy available i neaus to escape from
the injustice douc this section by the high protective tariff. We also believe that
this program promuiotcs peace and Irings about a better undclrstmiuig between.
peoples of other nations.

Resolved, That a copy of this resolution be sent to eich of our IUnited States
Sen ators and the I lonoratle Sam Rayburn, and the National Cotton Council,
Memphis, 'Ten.
The above resolution was offered by Commissioner C. F. Stevenson; sef;onded

by Commissioner E. C. F'ogg, and uimanmously adopted.
J. A. HARlPER, Mayor.

To the Congress of the united Stales, no' assembled in the Sevenl q-sixcth Session:
Whereas the cotton farmer, onl account of high tariffs and loss of foreign

markets, for many years has not received Iarity price for his product, and
Whereas under high tariffs his price is governed and established by the world

market, and his pirelhase prices are boosted by a tariff wall, and
Whereas nonparity prices have caiscd and will contimi to cause a greatly

lowered standard of living among cotton farmers, and
Whereas we believe reciprocal trade treaties will tend to lessen the present great

disparagement in the cotton farmer's selliuig and purchasing riccs.
Therefore, we, the directors of the Limestone County (Ala.), Farm Bureau

Association, assemble at Athens, Ala., in regular session ol this the 24th (lay of
February, 1940, do resjue tfi lly request that the United States Senate adopt
and enact House Join t resolution No. 107; and request and authorize Director
W. G. Peebles to ,end a copy of this petition to the National Cotton Council of
America for presentation to the Senate committee considering said resolution.

NATIONAL CoTToN CouNCIma OF AMERICA,
ATINs, ALA.,

February 2, 19/,0.
Find above as directed aud authorized,

Yours truly,
W. G. PcumNs.
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RESOLUTION

Be it resolved by the Hayti Lions Club of ilayti Mo., at ies meeting held on the
5th day of February, 1940, That the passage of House Joint Resolution No. 407,
now pending before the Nattonal Congress ia of vital interest to this section of
the country; therefore, this civic body realizing the effect that, would be occasioned
should this Joint Resolution fail to pass, petitions the National Congress as
follows:

The reciprocal trade agreements as supported by the joint resolution has been
of Inestimable value to the cotton-growing sections, and that the abandonment
of it would, in our judgment, be the equivalent of saying to the nations of the
world that the United States is unwilling to negotiate with them further for the
restoration of normal trade--our export markets.

Therefore we ask and urge upon Senators Bennett, Chain Clark, H1arry S.
Truman, and Representative Orville Zimmermann, other Congressmen from
Missouri and Members of the National Congress, to give their utmost efforts in
support for passage of House Joint Resolution No. 407.

Respectfully submitted.
IIAYTI LIONS CLUB,

By FRED GLASSCOCK, President,
0. POPHAM, Secretary.

RESOLUTION

Whereas there is now pending before Congress House Joint Resolution 407,
which will extend for a period of 3 years the authority now vested in the Executive
branch of the Federal Government to negotiate reciprocal trade agreements with
the nations of the world; and,

Whereas said reciprocal trade agreements have been of inestimable value to
cotton; and,

Wheieas the continuance of the reciprocal trade agreements is the greatest
Immediate hope for solving the all-important foreign trade problem; and,

Whereas the Cotton Belt is very dependent upon foreign trade and our economic
life depends, upon the development and maintenance of export markets for cotton
and cottonseed products: Be it therefore

Resolved, That the Caruthersville Rotary Club go on record as endorsing IHouse
Joint Reolution 407 and urging that our Congressmen and the Senators from our
State be urged to sup port said resolution, and that a copy of this resolution be
forwarded to each of these gentlemen. 0. W. LINCOLN, President.

HIAROLD DoNER, Secretary.

RESOLUTION

Whereas there is now pending before Congress House Joint Resolution 407,
which will extend for a period of 3 years the authority now vested in the Executive
Branch of the Federal Government to negotiate reoiprocal trade agreements with
the nations of the world; and,

Whereas 3ald reciprocal-trade agreements have been of inestimable value to
cotton; and

Whereas the continuance of the reciprocal-trade agreements is the greatest
immediate 1o)e for solving the all-important foreign-trade lroblen; and

Whereas the Cotton Belt is very dependent upon foreign trado and our coo-
nomnie life depends u1)on the development and maintenance of export market, for
cotton and cottonseed products: Be it therefore

Resolved, That the Steele Rotary Club go on record as endorsing Htouse Joint
Resolution 407 and urging that our Congressmen and the Senators from our State
be urged to support said resolution, and that a copy of this resolution be forwarded
to each of these gentlemen.

y Rusm, FRAKES, 1'reident.
LEl YEAGER, Secretory.

RESOmUTION UNANIMOUSLY ADOPTED AT THE IEOULAR MONTHLY METIN OF
ThE BOARD OF 1)mirCTOnS OF TIlE NEw ORILEANS BOARD OF TR DE, LTD.,
ON FFrnlYAR 14, 1940 '

As one of the great ports of the Nation, New Orleans is acutely sensitive to
those changes In the affairs of nations which serve to expand or contract the free
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exchange of commodities in international trade. The compiled statistics of the
export and import traffic of the port are an open book which any intelligent
citizen may read and understand.

For over a decade we pursued a tariff policy which almost completely isolated
this Nation, making it virtually impossible for other nations to supply us with
any commodity which could conceivably be produced at honm under the most
artificial conditions, Our restricted exports brought us only gold which we did
not need.

Our isolationist attitude was infectious. Other nations built tip barriers directed
particularly against our trade. Even free-trade nations adopted a nationalistic
policy. We sold less and less abroad because we would not buy abroad. We
sacrificed friendly cooperation and gained only dislike and distrust abroad. Foreign
enmity replaced this Nation's former great influence in world affairs.

In 1934 Conress gave to the President limited and qualified authority to
attempt to retrieve a part of the influence and the commerce this Nation had
deliberately sacrificed. lie was authorized to negotiate reciprocal trade agree-
mnents. Under the wise management of our eminent Secretary of State many
such treaties have been consummated and the walls of partition are gradually
being broken down. Our Nation has renewed and strengthened many old
international friendships and our foreign trade is reviving noticeably even during
the dislocation of a European war.

Much remains to be done and the President's powers will lapse with the end
of June unless renewed.

Resolved, By the New Orleans Board of Trade, Ltd., that we heartily endorse
Joint Resolution 407, vow before the Congress, designed to extend for a period
of 3 years the power now vested in the Executive to negotiate reciprocal trade
agreements with the nations of the world.

Resolved, also, That copies of this resolution be sent to the Honorable Cordell
Hull, Secretary of State; to the Louisiana Senators and Congressmen; to the New
Orleans commercial agent in Washington, and to the press.

F. T, HwciK~soN, Jr.,
President.

J. H. RICAN,
Secretary,

Whereas House Joint Resolution 407 is now pending in the Congress of th
United States of America; and

Whereas the aforesaid resolution is intended to give a 3.year extension of an-
thority to the executive branch of the Federal Government to negotiate reciprocal
trade agreements; and

Whereas being a business group economically dependent on the cotton farming
industry; and

Whereas the above resolution and the future fostering of reciprocal trade agree-
mnents will promote the economic welfare of thoecotton farming industry: Now,
therefore, be it

Resolved, By the Shelby Chamber of Commerce, of Shelby, Miss., st the regular
meeting of its board of directors assembled this the bth day of February, 1940, as
follows:

(1) That the Shelby Chamber of Coninerce is unanimously in favor of [louso
Joint Resolution 407, and is in hearty accord with its context, the purpose of
which is to promote reciprocal trade agreements ir, the future.

(2) That a copy of this resolution be sent to the National Cotton Council of
America with the authority for them to use the same to foster the pa.sago of the
aforesaid House Joint ResoIution 4107.

(3) That the secretary be, and he is, authorized jmd instructedI to send a copy
of this resolution to the Representative of this congressional district, and a copy,
to the two Senators from Mississippi.

(4) That the secretary be, and lie is authordcd in this discretion to submit a
copby of this resolution to the press for publication.

fhe above resolution was passed by unanimous vote at the meeting o. the late
first above mentioned after motion duly made and seconded, and question called.

SHIEtmiY CHAMDER OF Cou MEcE V,
Gto. A. JomNsoN, President.

Attest:
JEWETT .J. BUasoN Secretary.
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Mr. JOHINSTON. At, the haiv 1 timii, them r lo'0hd 0e wi te oni
a111d are oil file W itih t,10 811.1110-1 - tinri I o iteOf ti 1 ii il bo, Severtal
thioutsand, titld the voliiii, 1 Slilill not, putt themil ill tho i'roird , bit,
these tire aviilibklo for iinspec tion lit, lillt tilU potitils of IlotweelI
22)0 ,ttill([d 2t,000 of thio fiarmt 11ottidors aiiItliistt'y louti ets a1n1i e t-t-omi
loadt er's titron liiiit, t k tio(ottotl BoleIt, 'thloseo peti tiny lsaire froml t, he

I 4liionalml, Nliss;issippi, 'Nis55011 i, Not C111(allil, Neow NI oxieo,
Okhlm ioula, Souith (Carolina, 'Fen liessov, Toxaiiq, 111 oii 10 I tterod,
1 will ititrod 1iie t a 111 iii tioti of them, ti1l1d 11'4 1 411y , the Ito peitionys with
tile oli)gifil siglinli tir oi 1 01ide ill the ollice oif the mucl f(1it Neripitis,
Tetii., anid will lie tr11110011itltid lloro at th I i(llo4t (if the ciiiiitloo
lit, tiny t1ult), or thotio from a ily 1111 'tie Ie i' St ato wvill Ieo so tralelit(
if de sired.

1111d1 l'('otllilllds t lilt, thle t itliori Iv of 1.1 ti execiltive b)10110 i of the
(10vor'limliit bie 01 lit'itled It5 it lies'existed for tile palst 0' yeats, for it
1111 iiihi't of leals0, 1111 t it, lit11 eildot5'o it, 11111dliillioli~ly.

I will ;Iay filrt her inht ill illyt i'1vols a libont tiltoligli tie Co'ttonl
Bolt lutld 0;o volilts I Illi VI' Ilielt I iltivo found I thlink, to tiato 110
1111111 cnigged to tiny ima .Or extent- as i1., illttet' of ftact, 1 retail (if
110~ 0110 illheC t tt( -i iiiitrt1y tit till, fr'omi the pi'oillti' throitgh to
the erriish'l of the sol fild 01(thaI mer.1111htlit t. Wholil11 ikots is Cottonl,
Whio takes t cooI t rary view. l'le re is lea'llfy uu11iti us ats I hilve
Ver known ill recolIitnenld ing t0a14 it, be coutninled,

We feol thtt tile trade logl'eellieits ill thm pli5t (1 years have hiucti of
matepriel bepolit. to c'ottonl, pijmirlily ill thle niener sttited by Mr.
(laytonl a few n1iollelits; ago, ill thatt it NiIS tolidiei to promoted till
inlcrease of foreign trade, lend ailythillg, thatt creates (do1lar oxohitinf e
tabroald, lillytitnilg thatt 1 )r(iotes'foreignl trade flhlltlt of niecesqsity go
ibeiieficitil to6 iltliodit.,v of whlich fromu 3) to 8 mnillionl bles tid
from $hf1,0,000 to as5 ligh its 600 till([ 700) iili dolhlrs ainnuali~ly

aoexported. It is bound to 1)e botiehited by that kind of ia pregrilni.
Agatn it lies been protetedC~ ili that ill the 011se of It inmer' of theO

coutitries, notably G reat 11ritain, Canada, the Netherlands, 11elgiluml,
I believe, amid Jiroh)tl)ly ono or two others widi whom we have imi etl-
ated r'eciprocal tradec agretments, the terms of the agrcalnit-4 lave
bomnd cotton into those coolitries onl the free list. There was IL Wild-
ency developing to tatx imports of American cottoi- Italy, for ox-
tl1iilt, ttxes the importattionl of Our1 cot ton inl lira that will amlloumit to
app~hroximiately G Cents a pot Ilidt, not pariliitting cottonl to comlo freely
into Itally. il the tigrVeliineit meintione~d, cotton has been bund oil
the free fist. We feel that, a (laigerolis situation ies been develop ing,
not only since the Sinoot-Ilawley Tariff Act--Il think the Ford ney-
NicCuniber Act did more (Itnage indirectly than did l te Hafwley-
Smnoot Tariff Act, but the application a1n( the effect of the Fordiucy-
McCumber Act wasi lessened tid the damagee (lone by it was lessened
b~y t'Cll$ol oP our1 policy of investing ill foreign securities) and giving
theiu (1011lar exchange for at period of time after that. It was onily. t
the (ilitctiilt of tlie sinoot-Llawley Titriff Act in, 1929 and following
thalt that wo virtully discontinued our1 purchase of foreign securities,
111"d 11R4 already (iSCOlltiliueed leliding, so thalt the atpplicationi of the
tariff ('oineihillg with the disconitinualnce of the crediit. policy, or tile
extendIing of credit or buying of securities, made the blow appear to
fall inunediately following, and( gave all of the bltame for it, or the
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credit for it to the I hiwley-Sinoot, Tariff Act, while, as a matter of fact
is !. say, Y think lie tarir vrovisions theintelves of the Fordiney-
McCirlbor Act were ilOle siolotis aind of nllre serioll offet.

I think you will find this truel, gentlemen, that since 1914, the
imports of America lhave been under the exports by all aggregate of
31 billion (oll rsh. 'Vluit 31 billion dollars )has bv;0 paid pOssibly as
nalich as Nix or sovon billion by credit fild bolla fide paper that has

0i0)1 given. A vory large part of it, fourteen to sixteen billion dollarss
of it, has been paid by oblgations that are in default or havo been
repudiated, and1(i the bil 1e1 of it luils beei paid ill gold, which, as Mr.
(cllytln lis sFi i(l, is of rllther (1llestiolutde value in) the long iln wholl
we get it all,

Now, when you tlink th.at in a period of 26 years we have shipped
abroad approxinI tily (wenty-h cc lo twenty-five billion dollars worth
of good wilres alld ini'vl lla isd for Which We have i'w(iVd either bad
paper or gold, you must 1 think, concur that we are runin g into
very serious siifitioli. We feel that the negotill.tion of the reciprocal
trdte10 agreients has been) helpful in getting rid of that particular
sit. ation in that it l11s tended to increase world trade.

We fool further, in addition to tile direct henet that has been
received, that there is a very strong psychological reason for con-
tinuing the treaty power at this time in the executive branch of the
Government, anl by tiat I have reference to this fact, that with the
enactnient of the Pordney-McCumber Act with the Johunson Act,
with th'.e VriUS provisions foe' contervailing duties, and finally the
Smoot-Ihiwley Tariff Act, we have rapidly built u1) a fooling of
i'tetaliation and resentment abroad, and our example was being fol-
lowed very rapidly abroad by retaliatory treasures, wIld we were to a
a certain extent-well, I do not say primarily responsible but I
thhik we had a serious shre in thle responsibility for the develop-
mont of the spirit of nationalism throughout the world.

With tw enactiment of the final act, the Hawley-Smoot Act, the
wvorlt was of the opinion, the psychology abroad was, that the back
oftlte bAnd of the United States was turned, that we were developing
self..suhi1cieney, and would only come into the nmrket for those things
that we cold not produce, sh as tin, rubberr, nmaganese, tea, Spices,
and coffe-things that we must, import.

With the enactnient of the Reciprocal Trade Act, a ray of hope
watlld out to the world that we were willing to negotiate. The 22
agreenicvts were ierotiated, 21 of them 1 believe being extant and in
i'xistence today. Under( thlii, we think there very definitely has
boen a stimulius to trade that has been interrupted of course with
the development of the war, and today we find this difficult situation:
Japan is trading on totalitarian state capitalism; Italy is doing the
sai ihino ; (iermnany is doing the saic thing; Russia is doing the
same , hin; Fraice and England jointly are doing the same thing.
And 'there is a strong indication that very shortly the Scandinmavian'
Pbnlnsula will be doing the same thing, 'combining together in am
effort to protect themselves. There 11.1, no major countries today
trading on a democratic basis with the possible exception off lHolland
or thi' Netherlamds as a major nation.

.When this war ends, they may continue to so trade or they may not.
It \'6uld be serious for us ifhey do because there is a serious question,

UtE4,I'ItOCAL rtRA1)E, A010I3iMIONTS ACT



3ECIPIIOCAI THAI )E AGIltEI,1MENTS ACT

I think, ill the minds of every conioiuist ',kld ev('ry student of iiter-
natioid and national econoily as to tile ability of independent imor.
clmndising, of the indeplenenllt merchant, ill tie liandling of demo-
cratic trading with a totalitarian state cap)itttism.

I think it would be ext.rem(,ly difficult for us now to discontin ne
this act, this power, and tiliat such action will in mny judgillllt )e
interpreted abroad ats a iet'ur to it systo which had boon unfortuiate
ill its psychological effect, if no othor way, abroad, anud will I. think
rather seriously injure our ability 11ld our position in the economic
conferences which multst be held wheln this war is over and il which
I think it is vitally important that this Nation have a art.

By naintainil g tile authority il existence--whether trado agree-
mnltis will be or will not be negotiated during the existence of the
war, I of course have no idea. I fulm rather. skeptical as to whether
there will be any or any major treaties enacted during this time, but
whether thero are or are not, the power is there Fad the authority is
there, and we have not locked the door and thrown the Iey away and
said to the world that we have gone back behind our wall 'of national-
isii with all of its barriers to international trading.

So I think there would be a very unfortunate psychology resulting
from a termination of the act at this time rather than leaving it in
for another 3 years with the hope that during that period of time the
war will end and negotiations will be had.

I have noted sein suggestions that the bill be modified so as to
require approval of the agreements by various Cabinet members,
It has seemed to have been understood by those urging that course that
the agreement was simply negotiated with the Secretary of State. Tile
power is conferred on tile Executive and his whole Cabinet, and it is
for the President to determine and allocate this authorityt, and it is
my undestanding tihat actually tile I)partments of Commerce andAgriculture and thle State Doe rtient-

Senator CLAIRK (interposing). And the Treasury.
Mr. JORNBTONE. Yes; and the Treasury; thank you. That

they have jointly negotiated thee agreements, and then they go to
theCabinet, and" it is inconceivable that the President would set up a
Cabinet 11(d not colifer and discuss with the Cabinet the matter of
approving so important a matter as a trade agreement of any kind
witli a nation.

So our own group, the cotton industry, sees no reason to make pny
modification or amnendment. We feel that it would be definitely
unfortunate to require the approval of these treaties; by congressional
action, not because of lack of confidence at all in the Congress or in its
ability, but because of a realization born of year of watching the
situation, knowing how difficult it is for a legislative body with repre-
sentatives in all the various areas reaching a, general agreement
regarding a matter that is of general welfare without being influenced
by the specific application to some isolated area or sone very small
minority of tile people. For that reason we have felt that the power
should be c6ntinued just as it has been vested in the past and as it
has been we think rather wisely handled.

We have wanted to see more agreements with the industrial nations
to whom we sell our agricultural commodities. I might say without
attempting facetiousfiess that for the last 7 years the farmer' has
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had faith, hope, and parity. There are some little indications now
that lie might lose parity, and if lie does, he will darn sure lose faith,
and lie will have nothing loft but hope, but maybe when this war
is over---

Senator CLARK (interposing), lie has very little of that.
Mr. JOHNSTON. Yes. That is what ho got out of the Pandora box,

and he is using that and living out of it, ie hopes when this war is
over that this Nation will sit in the conference and that more agree-
ients will be negotiated, aid that there will be some form of indi-

vidual trade throughout the world and not a resort to state capitalism
throughout the whole world, including our own Nation.

1 think you for this opportunity of presenting the cotton people's
views, and my own personal views on the subject. I am a cotton
farmer, incidentally, producing cotton, engaged in no other business,
and draw no revenue from any other source except cotton farming.
I have no compensation for my position with the National Cotton
Council, of course.

We urge that House Joint Resolution 407 be extended for another
3-year period.

The CHAIRMAN. How much cotton do you produce a year?
Mr. JOHNSTON. I produced this last year about 18,000 bales. I

say "I produced," I do not, of course. Thie tenants operating the
I)roperty produced about 18,000 bales. That means some 1,400
families or about 4,000 human beings.

The C1AIRMAN. Are there any questions?
Senator VANDENDEUO. Is that a personal ownership or a corporate

ownership?
Mr. JonNsroN. Corporate.
Senator VANDENBERO. What is the name of the company?

* Mr. Jo0iNsTON. The Delta & Pine Land Co., the charter issued by
the State of Mississsippi in 1886. It has been operating these par-
ticular properties since 1912. It operated other properties prior to
that time. I have been connected with it as president since 1926.

Senator VANDENBERG. Is the corporation American-owned?
Mr. JOHNSTON. No; the corporation-there are two corporations.

They are both partly American-owned, The bonds of one of them
are American-owned. The bonds of the other are British-owned,
and a major part of the stock is British owned, but the corporation
officer, the board of directors, and all the tenants are native Mis-
sissippians, and the corporation markets its cotton through a cooper...
ative marketing association and sells it all in this country.

Senator VANDENmERi. The general corporation control is British?
Mr. JOHNSTON. If they cared to exercise it, yes; in that they are

the major creditor, holding the bonds, and have trusted with them
the voting power of the stock, but they have exercised no control of
that kind in the 14 years that I have been with it. It is operated en-
tirely by our own management and our own board of directors, aid
when we can, with the aid of parity, we send them some interest on
their bonds.

The CHAIRMAN. Are there any other questions?
(No response.)
The CHAIRMAN. Thank you very much.
Mr. JOHNSTON. Thank you, Senator.
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(Mr. ,olnston submitted the following tabulattion by States of
signed petitions to Congress urging enactment of 11. . Res. 407,
which was ordered inserted at this point:)

NATIONAL COTTON COUNCLr OF AMtRICA,
Memphis, Tenn., February 27, 1,940.

Tabulation by States of signed petitions to Congress received to date urging enactment
of House Joint. 1Resolution 407 to extend for a period of .5 years the authority no
vested in the Executiva Branch of our Government to negotiate reciprocal trade
Agreements with nations of the world

Nrtn'bor of Ntunber of Numberof Nuhr or
State in which titpeo- petitions signatures State in which the pe- petitions signature.

lions were signed reo ved to on petitions titions were signed renteived to olt petitions
dote received date received

Alabama . 88 2 28 Misoui ........ 18 362

Arkausa-- ........... 114 2, O0 North Carolina ....... 3 723
Arizona 2 15 New Mexico ....... 021
Cualifornia. 134 Oklahozna ...... . 31 g0
Florida- - - -.. ......... 4 "5 South Carolina ...... 30 640
Oeorgila ......... 77 I, 70 Tennessee ........... 108 2,404
l oit1s- .................... ...... -" Tex a _- -- - 18 4,141

Kanss ........................------ ----- - Vir ia........... ..... ...........
Kentucky-------- .......--- ....... All others. 9 153
Lnuisiali-----------o 1,422

Misis.ippi------........ 230 4,866 Total .......... --- 1018 21,059

The CHAIRMAN. The next witness is Mr. John Lee Coulter, repre-
senting the National Association of Manufacturers.

STATEMENT OF JOHN LEE COULTER, WASHINGTON, P. C , REPRE-
SENTING NATIONAL ASSOCIATION OF MANUFACTURERS

The CHAItMAN Mr. Coulter, you are not now, of course, a member
of the Tariff Commission, but you were.

Mr. CollTER. I am entirely engaged in private consulting work for
al'who may wish to make analyses or economic studies.SI havie had my brief statement mime6graphed, because there are
two or three pages largely of tabular matter. Of course, I won't read
those, tables, I will read it merely as a basis for possible subsequentquestiohing. ..

'The CHAIRMAN. You did appear before the Jlouse Ways and M~ans
Committee?

Mr. CouLTR. Yes, sir. -

(At the request of Mr, Coulter and by direction of the chairman,
the 'statement of Mr. Coulter as submitted to the committee, will be
found at the conclusion of his testimony.)

The CHAIRMAN. You may proceed. '
'Mr. COULTE. Parties represented: A list, of organizations. in the

vipper Mississippi and Missouri River Valleys in addition to the Titriff
Committee of the National Assoeiatiohi of Manufacturers, who invited
me to make a detailed objective study of the reciprocal trade-agree-
ments program and' to represent' them before the Congress 'of the
United Stites, willbo found in the proceedings before the Ways and
Means Comoiittee of the House of Representatives and need not be
repeated here unless desired by the committ6ii. The desire her6is to
avoid repetition.

Position taken: I shll not i' 1 i'eat in detail the defihite position
taken by the National Associttioh of'Manftieturers or the many
other organizations represented by me, nor restate tile many reasoins
presented fore the Ways and Means Committee why the reciprocal
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trade-agreements program should not be continued; or if continued,
why agreements entered into should either (a) be approved by the
Senate as treaties, or (b) by both Houses of Congress as legislation
intended to produce revenue or to regulate commerce. Those are
the two important conclusions reached,

Statistical and economic studies: All of the statistical (ata and
economic studies bearing upon these different aspects of the subject
are now readily available in the printed hearings before the Ways and
Means Committee and need not be repeated here unless desired by
the Finance Committee or developed for discussion in response to
questions which nay be raised.

That statement is'because the House proceedings carried something
over a hundred pages, I think, of my testimony under questioning,
and it did not seem justified to ask to reproduce any of that tubular
material.

Specifically then, I come before you today on account of four or
five aspects of the subject which are developed.

1. GENERAL DOWNWARD TARIFF ul"VISION INCONSISTENT WITH ENTIRE
SERIES OF PROGRAMS TO ADVANCE DOMESTIC COSTS, PRICES, NA-
TIONAL INCOME AND REVENUE FOR THE NATIONAL GOVERNMENT

Perhaps the most outstanding characteristic of national legislation
and administration for several years has been the tendency to develop
policies, each and every one of which has pointed in the direction of
higber wages, shorter hours, higher taxes, and a multitude of other
charges, all pointing in the direction of higher cost of production,
higher prices, and recovery of national income to the levels of the
post-war decade, 1921-30. It has been generally argued that when
this board program has been largely accomplished, revenue, for the
National Government will be ample without any new and additional
taxes to balance the Budget and begin a liquidation of the national
debt. Efforts have been made to harmonize money, banking, cur-
rency, and credit policies with those charges indicated. But when it
comes to treatment of foreign trade, the whole program has been
reversed, and instead of selective adjustment of so-called barriers to
international trade carefully balancing each concession made by the
United States against some concession made by a foreign country, the
policy adopted seems clearly to indicate a broad general downward
revision of the tariff in direct conflict with efforts to Improve the wage-
hour structure for labor and the price structure for agriculture.

II,. DnTOR-CREDITOR STATUS OF THE UNITED STATES, AND RELATION-
SHIP TO TRADE-AGREEMENTS PROGRAM

Proponelients of the reciprocal trade-agreements program continue
persistently to point to the shift from debtor to creditor status of the
United, States between the pro-war period' 1010-14 and Che post-war
period, 1020-29. Thi one change in international economic status is
cpntsty cited as suflitent .justification for a complete unilateral
(lbwnwtugrevisign of the tariff in order to stimulate a very larg9
increase fii volume of imports due, it is said, to the new creditor
qsatu .g4he United States. In this connection, two tremendously
ipoi ofr t factors sedm to be constantly kept, out of the pictu'e.'

21517 --- 4 ... . 2
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These two factors are: (1) Leaving aside the ton or twelve billion-
dollar item of debt between European governments and the Govern-
ment of the United States, statistics published by the United States
Treasury and Department of Commerce would indicate that there is a
great question of doubt whether the United States is now a net creditor
Nation. In other words, investments of American nationals in for-
eign areas have been tremendously reduced during the last 10 years
whereas investments of foreign nationals in the United States have
tremendously increased, so that our investments abroad and foreign
investments in this country may at the present time be not far from
baliatrccd. In other words, the arguments constantly presented some
years ago for a general downward revision of the tariff because of the
shift from debtor to creditor status for this country no longer have
such merit as they seemed to have at that time.

Senator VANDENBER . May I ask you, I)r. Coulter, whether there
is any clearing house of authentic, dependable information on the
relative ownership of foreign securities here and our negotiable securi-
ties abroad?

Mr. CoUL.rmi. The data on that subject have been improved
steadily for a period of about 18 years. It was started in 1922 or
1923 by the Foreign Investment and Finance Division of the Bureau
of Foreign and i)omestic Commerce. Those data have been improved
consistently and steadily since 1923.

I received a report on my return to the office this morning-I
had been out of town--bringing the datt fairly well down to the
year 1939. 1 doubt if these data have yet appeared in the hearings
before either the House or the Senate. If they have, I have not
noted them, but even during the last calendar year, apparently the
net, imports of capital, that is, the net increase of foreign investments
in this country over our investments abroad, changed to the tune of
nearly 2% billion dollars, largely, of course, on account of the im-
portation of 3% billion dollars of gold.

Senator VANDENBERG. I do not want to interrupt the continuity
of your statement, but I would like to know at that point if there is a
reasonably dependable figure measuring the total foreign investment
in the United States and the total United States investment abroad
in securities.

Mr. COULTER. I think the two sides of the picture, the best pres-
entation, is in the form of two bulletins issued by the Department
of Commerce-one on cur investments abroad and the other the
investments of foreigners in this country, which bring it up to within
the last 2 years, being a fairly adequate analysis of that subject.
That, supplemented with the movements of gold and services during
the last 2 years, lead to the conclusion which I have here presented,
that leaving aside the intergovernmental debt of ten or twelve billion
dollars-war debt- our investments abroad and foreign investments
in this country, including, of course, foreign credit balances in our
Federal Reserve banks and earmarked gold which they have lying
here, now are n substantial balance; in, other words, that argument
that we had become a vast creditor nation at some place between
ten and twenty billion dollars has completely disappeared during this
recent period.

Senator VANDENBERO, Can you assign a figure to that investnent
here and the investment abroad which you now say balances?
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Mr. COULTER. The statement here of the foreign investments in the

United States, published by the Department of Commerce, brings us
to tile year 1937. Foreign investments in the United States are given
at that time as of J1an11ry 1, 1937, at $7,638,000,000.

Senator VANDENBEAW. Ilow would you readjust that over the inter-
vening 3 years?

Mr. COULTm. The best judgment 1 have, including this figure,
which I just got this morning, would bring that total of foreign
investments in this country substantially up to $11,000,000,000.

Senator VANDEN111RO(. tow much of that 11 billion would be listed
securities?

Mr, COULT'En. The sununary table here gives this figure. The
foreign investments in the United States held as American securities
and other foreign lonq-tinie investments in the United States is
$6,t08,000,000, within a footnote which states that it should be noted
that changes in the average annual market prices on common stocks
may exert an important influence on the annual changes in this item.

'tlhe CHAIRMAN. Your idea is that under the present method that is
so reasonably accurate that there is no need for a new bureau to be
established to add to the expense of the Government and to save time
to get more accurate information?

Mr. COULTER. I think that they have reached as near accuracy
on the grand total by cooperation with the Treasury and the Commerce
Departments and all other agencies that currently, and only a few
months late, it approaches a useful figure. I think the great need is
for a board or commission which has these data currently, country by
country, because though we are actually substantially in balance, as
a creditor and debtor nation, with the world, we may be tremendously
out of balance with Europe, we will say, or with Latin America or
with Asiatic areas or with Canada, and our trade relations might be
vitally affected. It might easily be possible to say to Great Britain
or to European countries,

We buy from your colonies $3,000,000,000 worth of coffee, tea uoco.% rubber
oil seeds, tin, and so forth, and we have got $3,000,000,000 worth of cotton dnA
tobacco and we want to sell It, and we do not propose to go ahead on the basis
that we have been going.

I would not personally want to say offhand that we should threaten
blocked exchange or that we are going to insist upon their using the
exchange to stimulate in turn our exports, but we may have to come
to that if the rest of the world (toes. We literally do want to sell
2 or 3 billion dollars' worth at least of our burdensome surpluses, and
we are ready to buy 2 or 3 or 4 billion dollars' worth of foreign products,
and we can say that the exchange is going to be used for that purpose.
In that event, we would need, like the British Board of Trade does
have since the times of the McMillan report in 1931 or '32, a board
like the Tariff Commission or some other board currently having the
balances of investments between the United States and each of the
special foreign areas.

Senator VANDENBRaG. Aren't our governmental statistics usually
2 or 3 years old?

Mr. COTL TER. Yes; but at long last, by fussing with this thing con-
sistently for 10 or 15 years, I am proud to see here issued by the
Department of Commerce the preliminary statement giving the total
amount of goods, merchandise, gold and silver, and services up
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through Decenbor 31 of last year, within 2 months after the close.
If they would do that with a lot of other important data, it would be a
marvelous accomplishment and something that we would all 1)e
tickled with. Both when I was on the Tariff Commission and later
in the Govermeit Export Service, mid since, I have frequently
remarked that no business could possibly survive if they could not
file ia balamce sheet short of 2 years after the close of the business year.

The CHAumMN. They have made progress. As far as that item is
concerned, they have it within 2 months?

Mr. COUnLTt. Yes.
Semtor BARKiT:Y. Do you have an extra copy of that?
Mr. Counmat. No, sirj' I have been out of town right up to this

morning. It is to my mind a very fine accomp l ishlm)t on their part.
The CHAIRm AN. Row you may proceed.
Mr. CouLTEr. (2) The other group of factors quite generally

waved aside and given little or no consideration is the fact that
foreign trade (total volume of exports aid imports) during recent
years has re resented no more than one-third of the total volume of
international payments.

The statement I have just handed you indicates that of our total
imports of gold, silver, currency, and services-because foreign travel
is equivalent to an import item-that actual imports are about
$2,300,000,000, or just about one-third of the total payment, so that
what I say here has worked out exactly for this last year, although I
used the rough figure.

Go, silver, and currency movements have become an overwlehning
factor in international economic relations, and, finally, such service
items 'as freight, insurance, remittances of interest and dividends,
immigrant remittances, travel, and a host of other items account for
an extremely large percentage of total international payments. What
is needed in' this country more than any other one thing, in connection
with our foreign economic relations, is a current record of transactions
between the United States and eacli of the several foreign countries.
This must include not merely movements of commodities but pay-
ments of every character and investments and indebtedness of every
sort. That is the very question, Senator, that you asked.

III. THE POILE3M OF FLEXInIlTY

Much was said before the Ways and Means Committee of the House
of Representatives and in the debate before the house with reference
to flexibility. But some would make it appear that the so-calle(
flexibility provisions of the Tariff Acts of 1922 and 1930 were quite
dormant during most of the period and that little was accomplished,
while, in contrast, they would make it appear that the reciprocal
trade-agreements program is truly flexible. An objective survey of
the two systems clearly indicates that the provisions of the acts of
1922 ' and 1930 provided substeatial flexibility. Attached hereto is
a ope-page exhibit setting forth the extent to which, investigations
were carried fdrward under the 'acts of 1922 and 1930;. ' ,

I pause to say here that, instead of 63 decisions bet-weeh 1922 atd
1[934, there wer'e 716 comprehensive investigatibus' conducted.'

Senator CLARK. Have you included in this exhibit of yours the
number of Cases that wi'o ma(he under: the flexible provisions 'of tle
1930 act,? "
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Mr, CouLTan. No, sir.
Senator CLARK. I will insert that in the record in comection with

yoIur tbatimony.
Mr. CoULTrE. There wer, 62 or 63.
Senator CLAIu. I will insert that table in connection with your

testinonv. .
M r. CcUmvr;. That was so fully developed in the House, that, while

this aspect was not, this is purely supplementary to what we put il
the House record. There were 62 rate changes made.

Senator VANDENBEIRO. May I ask the Senator from Missouri
whether, under the table lie has put in the record, it is indicated when
the last change was made under the flexible provisions?

Senator CLARK. I have not got it in my physical possession yet, but
I will ask that it l)e )repared.

Mr. CoULrER. I have a list if you want tle full list, naming each
of the cheango,

Selitor .(IhARK. I would he glad to have it.
Senator VANomnnm. Do you know whether the flexible provision

has been used at all during the last 3 or 4 years?
Mr. GO2,r. I think substantially not. I would have to look to

see if there have been one or two changes.
The CAinIAN. Are there any recommendations between 1922 and

1930 that reduced the rate under the 50 percent increase and reduction
of the President, which lie had a right to do under the Fordlney law,
and just pigeonholed and did not carry out?

Mr..Cour,:z. No.
The CHAIRMAN. There were none?
Mr. COUTv. All of the Presidents since the act of 1922 approved

(Cvel report or finding that went from the Tariff Comn mission to the
President's office, with two exceptions, two items, and those two were
returned to the T ariff Commission for further study.

The CHAIRMAN. What two were they?
Mr. Couumr. I would have to go hfack and look them up.
Senator 'VAN)JENIlNRG. Sugar was one of thmm?
Mr. CourI',m. I think sugar was.
Senator CLARK. Bobwhites were in that list too, weren't they?
Mr. Coe;Tlm. Well, in that bobwhite case they found the cost (of

the feather in the tip of the coloring of the tail. That was allowed to
pass by as a sort of a l)ants-presser case or a sick-chicken case that
everybody could talk about for the rest of time and jokingly, and they
decided ttat they could use it aq a historical reference ofridiculous
experimenting. but the other 716 cases are easily listed.

Senator BARKLEY. Inl other words, you put the chicken case and the
bobwhite ease on the same plane 'of ad absurdum?

Mr. Cour,um. Yes. They were something that had--well, psy-
chological aspects. Technically they made a case. They thought
they found what it cost, but it was a poor illustration of a cost-of-
production study.

The CHAIRMAN. Up to 1930, though, under the Fordney Act, the
President did not have to sign a recommendation of the T'ariff Coin-
mission, did, lie?

Mr. Cou,TIM. No; lie did not have to. le was permitted to
pigeonhole if ho wished to, bult, as I say, every report of findings by the
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Tariff Commission throughout both acts, except two, were approved
by the Presidents who were in power.

The CHAIRMAN. And the other two were, where there was a reduc-
tion made, they were sent back to the Tariff Commission?

Mr. CouL'rn. No; I think that those two which were sent back--
one of them--yes, that was a reduction, but it is my recollection that
it was President Roosevelt that sent it back, because it was this Cuban
situation. But I would have to look that up. In the sugar case, I
was still on the Tariff Commission, and we found that a reduction in
the duty was merited on the basis of the difference in the cost of pro-
duction, but unless accompanied by sone quantitative control
measure, it would not seem to be wise procedure.

The CHAIRMAN. Proceed.
Mr. COULTER. I was just referring to the fact of flexibility versus

nonflexibility.
In contrast, an objective study would seem to disclose that flex-

ibility is almost completely absent under the reciprocal trade-agree-
ments program. New rates of duty or present rates are bound against
change for a period of 3 years except as a result of negotiation between
this country and a foreign country. If a foreign country is unwilling
to negotiate, then it would appear that our own Government is bound
against change for a period of 3 years.

Senator VANDENBERG. Is it all right to interrupt you?
Mr. COULTER. I don't mind, sir.
Senator VANDENBERG. Does that statement apply also to the es-

cape clause in the trade agreement?
9r. COULTER. There are in most trade agreements two or three

so-called escape clauses. One of them provides that, if there is a
currency depreciation, the countries may take up the discussion.
Another escape clause is that if a third or other country appears to
be getting the major benefit under a given concession, either country
may open that for discussion, and there are one or two other special
escape clauses on quotas, but I know of no escape clause with reference
to binding items on the free list, binding current rates of duty without
change or reducing rates, and of course there is none on increasing
rates because no rates are being increased.

Senator VANDENBERG. Then, as I understand you, you think that
the escape clause is relatively limited in its jurisdiction? What I also
want to know is whether we are free agents to use the escape clause
without the ultimate consent of the other party to the treaty.

Mr. COULTER. Only in two or three very special instances. The
case of currency devaluation, the cas3 where a third or a fourth
country is getting the main benefit substantially, but so far as with
us now, we would want with a country that we have bound an item
on a free list or we have bound a rate of duty and should decide that
we want to put a duty on or raise the duty or if we lowered a rate,
we could not know tinder any escape clause change it ourselves.
Congress perhaps could, because they may say that these are not
treaties, and they are all-powerful, and could change it, but under
the treaty, we would have to open it up for discussion and unless
they agreed to it we would be in an embarrassing position.

We had that illustrated in the case of the silver foxes with Canad a
Nonchalantly, we went ahead and made certain concessions to Canada
on silver foxes. The war broke out and the European countries said,
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"We have no time for silver foxes, our ladies cannot wear them," and
there was no market in Europe. Hundreds of thousands of silver foxes
from Canada commenced flooding across our border, We had just let
down our barrier, and they sent them in. Our industry just collapsed.
We have hundreds and hundreds of farmers from Maine to Minnesota
and in various colder northern areas where the major activity of the
farmers is wild animals in captivity being produced for pelts, where
they raise these animals and sell the pelts. Literally every one of
then was being forced into bankruptcy.

Our Govermnment, instead of saying, "VT0 are going to restore the
duty on silver foxes," had to go to danada and say, "We acted too fast.
The World War has broken out, your market is gone, and our market
is being flooded, and ve want to make a restriction." Canada not
wishing to have difficulty agreed not that we might restore the duty,
but said, "We will agree to limit the number of fox furs which will be
brought into the United States, on these terms." That was a con-
sent, you see.

Senator CIARK. What actually happened was this, was it, not, that
when a situation developed owing to the war, that more silver foxes
were imported into the United States, the United States took the
matter up, as a negotiation, to be sure, which is the theory and the
purpose of the act, took the matter up with Canada, and Canada,
agreed to accept the quota which had been suggested by the silver-fox
producers of the United States to our State Department.

Mr. COUTri. That is what I say. That was and that is the only
case--

Senator CLARK (interposing). In other words, we (lid it by negotia-
tion instead of a new retaliatory measure.

Mr. COutmi. There was no retaliation.
Senator CLARK. No; there was nt.
Mr. COULTEn. This is the one case out of 1,101 rates of duty where

the negotiation was entered into, and that is why I called attention
to it.

Senator VANDENBERG. What I want to know is-let us make it a
purely academic question -- what I want to know is whether Canada
could have refused us and thus held us at the agreement level for
3 years.IMr. COULTER. Undoubtedly. We lhave no right umilaterally to say
that we made a mistake or conditions had changed. We do have a
definite provision that in case either country desires to reopen, they
invite the other country to sit down and talk it over, and we showed
the finest sort of neighborly relations in this case. We don't know
what would lhappen it we asked some other foreign country to change
a current string of duties which we thought we wanted changed.

Senator VANDENnBE O. So the escape clause is merely the privilege
of negotiating?

1r. COULTErn. Exactly.
Senator VANDENIERO. And not the privilege of escape.
Senator CLARK. Well, the escape clause in some cases is an absolute

right, isn't it?
Mr. COULTER. Yes.
Senator VANDENBERi. That is what I would like to know. Where

is there an absolute right?
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Mr. COULTER. In the case of currency (levlluation, in ease where
it is shown that a third or fourth country is gaining tile major benefit.

Senator (11 ,CARK. And the Americall industry is suffering a loss by
reason of it?
Mr. COULTEJM. Yes; and the American industry is suffering a loss

by reason thereof. But there is no escape clause except that of
negotiation in the thousand items of changed rates.

Senator VANDENBERG. So that, in the three instances Senator Clark
describedd, the escape clause is conclusive as respects the right to
escape?

The CAI uRNxN. The fox producers in this countryy were very well
satisfied with the action of the group negotiating the treaty?

Mr. Cou,Tu. I think so.
The CHAIRMAN. 1 will roal, Dr. Coulter, from Mr. Maurice

Fitzsimmons, who seenis to have been the spokesman for the United
Fur Producers of America, in which lie says:

I hope vo are going to continii, to htac that type of law on the statute hook
of the United States so that we can go ahead with eofldence,

And lie praised the group with the action that was taken, find the
fine cooperation they had shown with these producers. That is
true is it not?

Mr. COUL'rnR. Yes; that is why I cited it. That is the only case
that we have been able to get any consideration on, no matter hov
badly the American market seemed to be threatened. But negotia-
tion is possible in every case.

Senator BAKLY:y. What is the average price receive( by a farmer
in the United States for fox pelt?

Mr. CouL'rit. At what time? At the present time?
Senator BAR ELEY. Any time.
Mr. COULTER. Well, I will say this. DIuring the late twenties,

T would say the average price was between $300 and $400.
0,xnator BAKLICY. At the farm?
Mr. COULTEIt. At the farm for a good silver fox pelt. I speak of

my own perolld knowledge. I am a native of Minnesota and farn
up there and have silver fur foxes and still am growing foxes there.
At the present time the price is about $30 or $40.

Senator BAxII,'Y. That was an aIiorial price back there?
Mr. COUT Rim. Yes; but $30 to $40, if anything, is abnormal now.
Senator CL'RlK. Silver fox has gone out of style, hasn't it?
Mr. Coui'rium. No; they are more iil style in this country than in

the whole history of the country, because they are so cheap.
Senator CLARK. That is the reason they are going out of style,

isn't it?
Mr. CouLTrkn. Ten years ago, at that time only the very rich could

buy them, because a fine one cost from $1,000 to $2,000. Now, you
can buy substantially the best on the market, a full fine silver fox
for under $100. Eighty-five dollars finished in retail, and they are
being used if' greater quantities than ever, because any young lady
can save up that much. That is less than tie cost of silk stockings
during a year.

Selator VANDENBERG. Now, you have to have it platinum fox in
order to be swanky.

Mr. COULTER. They rave been able to got a few of them in Nor-
way. There is one special class or breed of silver fox which is a
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platinum tint, and there are only a few hundred in the world, and
there are a few people of wealth, persons of great wealth that are
buying those, and of course they are evidently the envy of the ladies.

Senator CILAKA. The only reason they are more swanky than the
ordinary silver fox is that they cost more.

Mr. CouEra. Yes; due to the scarcity. But the average run at
the present time--we are selling at the present tinm on the fox farm
in which I an interested at home in Minnesota, we are selling probably
3,000 pelts--they are just now pelting at the close of the winter season
wlen the fur is at perfect condition---and we won't average over $35.

Senator BAlRKLEY. What happens to that $35 pelt before it gets
around a woman's neck to make it cost $100 or $150.

Mr. Coulrmt. I will sity that at the present time you can got
practically the choiceFt of them under $100; $75 to $85.

Senator CLARK. letaly to wear?
Mr. Couja,'in. Yes.
Seu1t or BAKt LEY. etlil?
Mv. Coujrrac. Yes; retail. And the only reason we can at the

plvealut time in this cokintry is becmse Europe, England, France and
the rest of them, lanve absolutely lbamnped down on thu use of any
foreign exchange for that purpose.

Senator BARKLEY. You stay thlt tluk Iaverage pelt that costs $35
oil the farm wo,,ld finally tura ) at $100?

Mr. Cou,ai. No; at $75 or $85.
Seuttor B .nmuin-, What. happens to it to raise the $40?
Mr. COULTERi. First there is the Iocal tXeatment of tia, pelt to keep

it from deterioratioa, then the I annilag, a very delicate ttaailig opera-
tion ao protect the fair and eloan tie' fans mad then copies the up-
hoastery work or the taaildiag tap with the silk lining, tie artificial
'yea put in and time tontiealt of the noseI and the claws.

Senator BARKLIEY. ThIeve is so'Itme fate lifting ges 0i?
Mr. (JOULTE'R. Oh, yes; 0t1 it is a very llccAte operiatiol. About

half of the cost or ncari1]v half of (Ile iual cost goes into tha final
process. \Ve tried to fil a short cut on some of these things, but we
have not hon able to got by the frrier.

Senator BY3,. [low 11413, of those does it ta1:e to imatke at coat?
Mr. Coiqm,'it. An ordinary leangah cott, not over about 10.
Senator Byo). That would cost, about $1,000?
Mr. Counrain. Yes. Of course, most of the coats are bobtailed

coats, only lhalf length. 'lh'ley have the half length coat now that just
comes to the waist, I know about this because I ain financially inter-
ested. But it is rather interesting that out of something like 1,200
tariff changes or nearer 1,500, if you count the items bound and the
rates bound, that we have only thiis one case to use as am illustration
of the possibility of flexibility, the possibility of negotiating a change,
and I think that is one of the most important things that should be
{rovided if this system is to be perpetuated, the provision for flexi-
ility.

Even court review or investigations under the provisions of section
336 of the at of 1930 tare eliminated, once an item has been bound in
a trade a agreement.

What hats ben.o said with reference to binding items on the free
list or binding present rates equally applies to the new lower rate
structure incorporated in the agreements. And it applies likewise to
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the levy of new exciseo taxes or other revenue measures which might
otherwise be provided by Congress. In substance it would appear,
in fact, that a large degree of flexibility was provided under the
Tariff Acts of 1922 and 1930 whereas an extremely rigid program is
being incorporated under the reciproctl trade agreements which are
being negotiated.

IV. ATTEMPTS TO SECURE MITIGATION OF FOREIGN TRADE JARRIEIts
IN TIlE FORM OF FOREIGN CONCESSIONS TO TIlE UNITED STATES,
AS A BASIS FOR INCREASING OUR EXPORT TRADE-AS A MOTIVE
FOR NEGOTIATING RECIPROCAL, TRADE AGREEMENTS

Thus far, during the proceedings before the House of Representa-
tives, great stress has been laid upon the ideat that under the reciprocal
trade agreements program the United States has been able to secure
many so-called concessions from foreign countries intended to mitigate
foreign trade barriers, thus resulting in an increase in the volume of
exports from the United States. In this manner it has been urged the
United States might at least 11o1) to recover some of the foreign
market formerly held for surplus agricultural products in the United
States in addition to certain commodities of mass production. It has
been argued that directly this would aid in the solving of the farm
l)robletn and indirectly, bv providing employment in factories for the
export market, would'likewise aid in the solving of the farm problem.
Statistics were presented before the Ways and Means Colnmittee to
demonstrate that an objective analysis of our export trade does not
disclose any measurable benefits coming to the United States as a
result of the so-called foreign concessions. In other words, while
undoutedly foreign countries have inade gestures of friendship in
the form of so-called concessions to us, they have proceeded to increase
rather than decrease all nianner of other devices such as (a) quota
systems with licenses, permits, etc., (b) exchange control programs,
including blocked exchanges, etc., sometimes as an important revenue
producer, (c) barter arrangements, com)ensation agreements, etc.,
(d) internal regulations and controls such os in the use of iinl)orted
products in combination with or in lieu of domestic materials, that is
prohibiting the making of flour unless 99 percent of it is of domestic
origin, and so forth; and (3) a dozen other miscellaneous schemes, all
having the same general effect as complete revision of their own tariff
structure.

It would seem that, the only objective approach would be to attempt
to measure the results secured from the so-called foreign concessions
in trade agreements thus far put into effect.

The first trade agreement negotiated under the present program
did not become effective until September 1934. We may, therefore,
take the first 8 inonlths of 1934 as the last substantial period prior to
the first trade agreement. It is unsatisfactory to go back to an earlier
period such its 1932 or 1933 because of the complete change in inter-
national monetary relations due to currency devaluation, et cetera.

I pause to say that I positively just won't compare 1932-33 import-
export data during that period when one country after another, we
included, were changing monetary relations, because the figures are
not comparable unless you relate both to an original gold base.

Senator BARKLEY. I lie result would be the same, would it not, if
all nations were doing that?
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Mr. COULTEr, They wore going at different rates. That is the
point. I am not criti;izblg anybody for doing it--

Senator BAIIKLEY (interposing). But the average difference in the
ratio after the devaluation had taken place in all countries was about
the same as it was before.

Mr. COULTEM. After a period of a year or two had passed. Britain
between September 30, 1931, and our devaluation beginning, we will
say, in May or June 1933--nearly 2 years---had gone off about 40
percent. We then, between the summer of 1933 and January 31,
1934, had gone off 41 percent. So that then we found ourselves back
after a 2-year disarrangement on a basis so that our statistical data
are comparable and the ratios were about back to normal.

Japan was going through sone gyrations. The various Latin
countries on pesos and milrois. France and Belgium in May 1035.
And then the so-called gold bloc, and finally Switzerland and the
Netherlands had it. It is that period of seesaw that I cannot bring
myself to compare however one explains depression, whether it was
world-wide or caused here or caused there. Until we come to Jan-
uary 1934, when substantially the great hulk of currencies, currency
manipulation had ceased-thore have been some minor ones since.

Senator BARKLEY, France yesterday devalued her franc.
Mr. COULTER. No, she just merly revalued her gold reserve and

put it on a basis with her franc.
Senator BARKLEY. Well, it amounts to the same thing.
Mr. Couu'rnEr. Yes.
Senator BARKLEY. They got a profit of 50,000,000,000 francs by

the transaction.
Mr. CouLrzn. Yes, by changing the value of her gold in storage,

but that did not change the ratio between the franc and the pound,
or the pound and the dollar.

Senator BAR LEY. It is only for internal effect?
Mr. COULTn. Yes.
Senator BA1IKLEY. And will not affect our international trade?
Mr. COULTEr. That is correct; it should not, So I personally think

the wise comparison is to take the early part or even the full year of
1934 after most of the currency manipulations have been carried out,
as a stbirting point.

In contrast, after September 1, 1939, a new world war had enveloped
the leading countries of Europe. We may, however, take the first
months of 1939 as the most representative recent period available
(especially since the new Canadian agreement and the agreement with
the United Kingdom became effective January 1, 1939). In other
words, we can compare the first 6 or 8 months of 1934 before the
agreement but after substantial currency stabilization, and the first
0 or 8 months of 1939 before the now war.

Attached hereto is ati exhibit showing a comparison of our exports
during the first 8 months of 1934 with the first 8 months of 1939.

Now, may I say that this is the most controversial point that I
tave run into.

During the period in question trade with five foreign areas was in
constant or intermittent chaos due to invasions, revolutions, declared
or undeclared wars, moral embargoes, economic sanctions, trade
discriminations, et cetera. These five wore Germany (including
Austria and Czechoslovkia), Italy (including Ethiopia and Albania),
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Spain, Japan, and China (including Manchuria and the Chinse
ports).

it would seem desirable in any objective anialysis in the change of
the export trade of the United States to segregate theso from the
total export trade.

1. ant told this morning that a representative of the State Depart-
meat before your committee in my absence expressed doubt about
the statistica wisdom of setting those abnormal areas a part, indicatuig
that they might be more or less an arbitrary action. That, of comse,
is a matter for your committee. I personally, after all of my study
and it has been years and years, I am convinced that we slioul(1 not
only have a true comparison as to baso period, but a true COml)'arison
as to countries or destinations involved, and I would commend to
your serious consideration the setting aside of those areas.

Senator CI.ARK. Do you think the German invasion of Austria and
Czechoslovakia, each one of which took less than 48 hours, interfered
seriously with Germany's 'oieign trade?

Mr. (ouur.i'U. Oh, yes. [immediately, you see, Austria was within

the purview of our discrimination agailnt Germnany and wC, no longer
would receive anything from Austria.

Sea r CA U K. Su)Jlenielite ry duties under the amltidumping
laws.

Mr. CouI'rt. Substantially our imports front Austia fell to
almost zero, and obviously their purchases from us likewise.

Senator CLAtK. 1)O you think the Italian invasion of Albamia which
lasted 3 or 4 days interfered with Italian foreign trade?

Mr. CouLT,m. Immediately it made no difference, lut innuediately
Albania became a part of the Itflian Empire and subject to all tle
rules and regulations of the Italians.

Senator CLARK. During how much of this period did the Albanian
invasion have anything to do with it?

Mr. COULTErs. Ever since the day Albania was included as a part
of Italy, because their trade is regimented 100 percent. The Albanian
trade balances in the world are governed entirely by the Italian
Government, and their whole trade is on a bilateral or barter basis,
and their trade shows that our exports with these five fell off because
they had no balance with us, and we could not buy from them
because we couh not go into barter with them. The only barter we
have gone into is the attempt at a barter, I think it was between cotton
and tin, and a J>revius attempt at barter with the old Farn Board
on coffee for wheat with Brazil. Substantially, that is our experience.

I greatly commend it to your final study as to whether those live
areas where trade is controlled absolutely by oral embargoes, economic
sanctions of the League of Nations which wve joined or revolutions or
invasions and declared and undeclared wars. And when you do that,
I call your attention to the fact that then our exports to the nontrale
agreements countries is increased at about as rapid a. rate or a more
rapid rate than to the trade agreement countries; in other words,
the 70 or 75 foreign trade areas with whom we have not negotiated
and who made no concessions to us, our exports to themnhave-incroesed
as rapidly or more rapidly than in the case of the trade agreements
with the 21 countries.

Senator BARKEISY. Sine when?
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Mr. COULTER. Any comparison, Senator, that you will take. Give
me the two dates and I will furnish you a table within 24 hours showing
that whether you compare 1932, 1933, 1934, or 1935-in every com-
parisoltbgt las been made, when you take out these five countries,
you will fin(I that it was evidently other factors that determined' tlTh
rate of expansion of our exports.

Senator BAnKim EY. To what extent (lid the inability of those coun-
tries to obtain goods from the belligerents have any effect upon our
increase in exports to them?

Mr. CorITriMa. I am referring to the period before the new World
War brok, out, before September i--up to September 1 of last year.
And then since these five areas were involved in revolutions, wars,
and so forth, I think that they should be segregated and looked at
objectively on their own merits , and I have no feeling as to what your
conclusion should be once you examine it in that light..

The Department of Commerce within recent weeks submitted a
similar comparison bringing it up through November 1939, that is 11
months of 1939. They look the first i1 months of 1934 and 1935,
and compared it with first 11 months of 1938 and 1939, and I
have made that same segregation in that ease, and it shows exactly
the miati results. I have it right here, both their reports-and then
when you separate these five-their report is in the Commerce Weekly
and is brought up to the first of last December. They took January
to November 1934 and 1935, then January to November 1938 and
1939. These five areas, our exports to them decreased 8% percent
instead of'an increase. Our total exports to the trade-agreement
countries increased 60.5. That is almost the same, you see, its the
figure that is commonly usod-61 percent. A change of a few nionthis
(lid not make any difference, And thc exports to the non-trade-agree-
ment countries after excluding Germany, Italy, Spain, China, Japan,
was 63.4 percent. That is just slightly higher. But I would not
say it was higher for any reason except the general world recovery in
prices, the general world improvement in currency stabilizations, the
general expansion and of course some preparedness for war had begun
prior to that period. So I don't care what period is used. The
only question is whether it is helpful to segregate these wtrring areas
before you make your comparison between trade-agreement and non-
trade-agreement areas.

Now, briefly my fifth point is this:
Foreign-exchange depreciation is a factor in tra(le-agreoment

program.
Foreign trade is3 probably affected more by changes in currency

values in different countries than by changes in tariff rates, urgingg
the past 8 years there have been more fundamental changes in cur-
rency ratios than in rates of duty. Practically every important
nation engaged in foreign trade has passed through a period of deprb-
ciation. Many have not materially changed rates of duty. Ratios
between the currencies of the several nations change almost from day
to day. With similar changes in rates of duty today, we would have
chaos. In this field there are unquestionably more chaotic condition
than in any other phase of international economic relations. What
the days, or months, or years ahead of us have in store no one can
accurately foresee.

Senator VANDENORI O. What would you do about that?
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Mr. COULTER. I would not bind this country for a 3-year period
with anybody any more than I would sign a contract to so imy house
3 years from now or to buy a factory or to buy any article. I would
not bind myself under any trade-agreement program without an oppor-
tunity to immediately cancel the whole agreement or to ,impose a
countervailing duty equal to any change in the currency iaovemnent.

The CHAIRMAN. That was your view in 1937?
Mr. COULTER. Yes.
The CHAIRMAN. And that was your view in 1934?
Mr. COULTER. Yes.

The CHAIRMAN. You did favor the flexible provisions of the Fordney
law?

Mr. COULTER. Yes, I favored flexible provisions then and I favor
flexibility now. I appeared before your committee in 1932 when the
first depreciation discussion took place, and I testified at that time as a
member of the Tariff Commission for the Commission. I have made
no change in position. I merely call attention that these currency
movements are such t terrifying thing in business andji every inter-
national transaction that to bind ourselves in these trade agreements
is a fatal error.

Senator VANDENBERG. Still, I understood from our previous dis-
cussion that the escape clauses which are our right under the escape
clause in respect to currency depreciation, are absolute.

Mr, COULTER. We have a right to attempt escape; yes.
Senator CLARK, We have an absolute right to escape don't we?
Mr. COULTER. I am wondering whether the subject has been dis-

cussed before the comittee-
Senator CLARK (interposing). What good is it going to do to attempt

to escape if you don't have a right to escape? Just making an effort
does not do you any good.

Mr. COULTER. I would reiterate the statement I have just made
that these changes are taking place so fast that if that escape clause-
if anyone attempted to use that escape clause, you would have a dozen
changes to make daily, therefore I, would not rest on any such escape
clause,

Senator CLARK. That is equally true of the flexible provisions of the
tariff, isn't it?

Mr. COULTER. Under the old act, you mean?.
Senator CLAUK. Under any act.
Mr. COULTER. Yes; under any we have had. The other was not

sufficiently flexible. I quite agree, if that is your point. I quite
agree that out of seven-hundred-and-odd studies that must iav
been up for better adjustments that they were slow. I am not de-
fending the slow processes of the old act, but on the other hand-- -

Senator CLARx (interposing). Tlhe point I was inaking was that
you said that to meet the changes in currency manipulation requires
six or seven changes a day. That would be equally true with the
flexible provisions of the tariff, wouldn't it? If you tried o use the
flexible provisions of the tariff under the 1930 act, let us say, tqxiet
currency, manipulation you would have tpomake % ve or six 9han's r
da in that, too, wouldn't You?,

Mr. Courl.n. No; becausee tvriff changes ro not being 1n'de it
that rate. Currency ratios are changing just chronically, one qutr6y
after anotlhrr, and wehsor, months, pass and there is. no au ?patic
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way by which you can use your escape clause. It should come from
someone other than me to call attention to the fact that we have
actually used the escape clause once--it has never been mentioned-
never referred to.

Senator CLARK. P is not a secret, is it?
Mr. COULTER. I don't see why it should be, but I am citing this as

I. cited the case of the silver fox, because I was a member of the
Committee for Reciprocity Information and I had a hand in writing
the escape clause into the first agreement where it was written in,
the Bel ium agreement, and almost the day that that agreement was
signed, elgium departed from the old currency basis-dpreciated
her currency, and the State Department realized that there was a
very difficult and a very dangerous situation, because Belgium was
put quickly into a position r s arket and literally greatly
disturbed our trade a mets. They co oat boatloads of plate
glass, of certain t es, and certain chemical gr and other items
in. On the ot hand, it made Belgium an abs tely impossible
place for us t el, and the Secre lTate, I knoa a matter ofuste I~ol and amttro

official fact, d say to Bel i ti it happened it i oing to kill
our whole ogram; it 1k a situation an nd would he
very emb rassin fv this ov Ia to, the after--
almost t day a the si i iink t1l, s May 1935, to
have to withdraw, an - t Sam ti that Ca ada did
in the ver fox case. Be a i, " o hey you are lit aId
we, Be ium, the Govern w I rest c ox or of thes several
import t group 4.o em tc I tes." TI y said,
in othe words, ' e et o ,1 orations ajid our o n busi-
nessine disorgan e you arket r Iptit because w do not
want to ee this o or t g appe "t

Senat CLAR. e I th a d just omen o that
one, of th CA~ vi Iwhich y&compl, n Of t eeipr a Trade
Agreemen Act is that you a, ng y rae or 3 yea

Mr. Cou ER. Yes.
Senator RK. Now, the .atement t you have

just made, in case where there s manipulation the currency,
the United Stat ind an absolute ri ht not to ou d for the 3
year, and possibly one reason nat th ian Government
entered into this agree limit th* rtations was that they
knew that however embarrass -to a particular adminis-
tration, or to Secretary Hull persona y or to President Roosevelt
personally or anybody else, that if they persisted in that, the United
States would have a right to escape and not be bound for 3 years as
you have, insisted a moment ago we would be.

Mr. CouriRn. I cited this, Senator, to help you, because it is at
least a little grain of support for the position of the trade agreements.
There is that one case--

Senator CLARK (interposing). Certainly we would not be bourd
for 3 years if we wanted to exercise the escape clause in a situation
like tb

Mr. COUJJTER. That iS true , but b because that would be such a vio?.
lent action, and because we have not in any case-and in that case they
said, "We -will come to your rescue" and they came to our rescue.

Senator Cm,4nmc. But we didn't ave to uiasethe causq?
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Mr. COULTER. That is exactly right, and I say there is a little grain
of support involved, but it is a mighty small one when you examine
the tremendous chaos and fluctuations which are taking place inrqtes of q~irroney in currency ratios. But knowing that that~hW4 not
been called to the attention of this conimittee and the House coni-
mittee--

Senator CLARK (interposing). I am very much interested in it,
because it bears out exactly what I thought the effect of the escape
clause would be. It may not be necessary to use the escape clause,
but the mere fact that it was on the statute books, and the Belgians
knew that it was on the statute books and could be used, make it to
our mutual advantage not to force the United States into a position
where they had to use the escape clause and abrogate the agreement.

Mr. COULTER. I Cited that because it (loes show the slow but pos-
sible way that a foreign country may yield to us and save us from
embarrassment. On the other iand, they may not.

Senator CLARK. Thank you for citing it. Don't you think it was
better for the Secretary of State to get together with Belgium and
say, "It is better for us to agree on this," rather than to start in
hiking tile tariff up again, and Belgium hiking hers up and starting
in on another retaliatory cycle?

Mr. COULTER. I strongly urged it. I was on the committee that
drafted it and naturally I favored it. So I say, even with that pos-
sible escape, it, is so slow and so uncertain, and the other changes are
so fast and so sudden, that it (toes not protect this country.

Changing rates of duty at the present time is the most hazardous in
the history 'f modern business, so intimately related are the changes
in currency values. We are well aware of the fact that escape clauses
are included in trade agreements and that the administration has
taken certain precautions, but it i, impossible for the administration
to know the hundreds of thousands ef individual transactions in foreign
trade which take place from day to day which are disastrously affected
because of the impossibility of making ailjustments under escape
clauses, however, well-intentioned they may be.

It is our judgment that further trade agreements should not be
entered into; but if they are to be continued, provision should be
made permitting immediate cancelation of the trade agreement in
the case of any country as a result of further currency manipulation
or changes in currency ratios.

Senator VANDENBERG. 1 don't like to seem dumb about this, but
haven't we got that right under the escape clause as you described it?

Mr. COULTUM. I think you would have to serve notice on.tk 4e
and get into a discussion and give them an opportunity to change
ratios or put in some other control method in some way so that our
country would not be injured as a result. Like Germ.any today--
putting in two kinds of marks, a foreign mark and a domestic mark.
It is my understanding that we would have to take it up as a matter
of negotiation.

Senator CLARK. We would have to give 30 days' notice, isn't that
true?

Mr. COULTER. I think it is.
Senator CLARK. I think I read it into the record yesterday.
Senator HERRING. Well, do we have an escape clause, "yes" or

"no?" -
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Mr. COULTER, We have an escape clause that we can do something
about if something else does not happen.

Senator HERRING, We do have the right then to escape.
Mr. COULTER. Under certain conditions and after a certain period'

I am arguing for an automatic immediate cancelation within 24 hours,
if you please, if the country suddenly depreciates the currency with
millions of dollars of goods in transit which can disrupt your whole
market, so that we can say, "We will do so and so."

Senator HIERRINO. You say under the present escape clause, we
cannot do that?

Mr. COULTER. No.
If such a provision cannot be included then provision should be

made providing for the automatic application of compensatory duties
equal in amount to the extent of foreign devaluations. That would
be another way of doling the same thing--let the treaty ride, but say,
"You have depreciated your currency 20'percent, and we will add 20
percent automatically to the duty on the article in question." Ifthis
provision wore included as an immediate protection to American agri-
culture, industry, and labor, supplementary provision might then be
added for conversations to proceed looking toward such adjustments
as might be deemed desirable. The important thing is that there
should be automatic protection granted rather than merely a provi-
sion for a long-drawn-out discussion between the Goverimnent of this
country and the government of some foreign country.

Other countries have been doing that. The day after Great Brit,
ain departed from the old parity between the pound and the franc,
France imposed a compensatory exchange dumping duty equal to
the extend to which the English pound had depreciated. Within
30 hours, Canada did the same against Britain, because the Canadian
dollar followed the American dollar and did not follow the British
pound. It is not a novel idea. It is just that we are not providing
any protections for sudden changes and chaotic conditions.

Vi. MOST-FAVORBOD-NATION TREATMENT

The N. A. M. recognizes the place of most-favored-nation treat-
ment in commercial treaties.

Senator HERING. Do you speak for the board of directors of the
N. A. M.?

Mr. COULTER. Mr. Young, who will follow me, is the chairman of
the tariff committee, who carried all the recommendations through
the resolutions committee the coordinating committee and to the
board of directors and finally to the convention.

Senator HERRING. Does the tariff committee represent the mem-
bers? Do they agree with this position?

Mr. COULTER. The members of tme tariff committee are nearly
unanimous, but there arc some on the tariff committee, because the
tariff committee is selected so as to be sure to get every possible
variable, and there are always on the tariff committee at least one or
two who have other interests superior to their domestic interest as
manufacturers.

Senator HlEnRNG. Who are the members that disagreed with this
tariff conunittee?,

21517--4o--25
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Mr. COULTER. Last year, throughout the year as far as I recall
now, there were only two, Mr. MalIon, who was the member of the
committee representing the flour-milling industry, and a gentleman
whose name I do not recall now, who represented Wrigley Bros.,
and those were the only two. There were one or two other corpora-
tions in which they said to their export subsidiaries, "Do as you please.
If you think it helps you, go and get any concessions you can."

Senator CLARK. Was the resolution submitted to the membership
at large?

Mr. COULTER. Through the annual conference. Last year there
were something over 2,000 delegates present when it was submitted
to them for a vote. The membership is actually about 7,000.

Senator CLARK. Are you permanently employed by the National
Association of Manufa ,Iurors, or are you employed for the purpose
of representing them on this matter?

Mr. COULTER. When I l6ft the Government service 4 or 5 years
ago, I set up an office as a consulting economist, and my services are
available to many different people.

Senator CLARK. I am not interested in your business; all I was
trying to get at was whether your report was for the N. A. M., or
whether you were merely employed to present their case.

Mr. CO ULTER. I am not on a salary basis with them, because I have
many other clients, but they retained me to follow the trade agree-
mients a little over 3 years ago, and I took every trade agreement as it
developed, followed every change, every foreign concession, every
concession we made, and followed in detail the actual imports and
exports of every commodity quantitatively, the changes in price, and
have made regular monthly reports to the committee from year to
year.

Senator CLARK. You did not participate in the formation of this
policy?

Mr. COULTER. They make their own policy based upon their
various opinions and upoi my studies.

Senator CLARK. I must say that the National Association of
Manufacturers has a(Ivanced very considerably since the odoriferous
days of the notorious Colonel Mulhall in their representation before
the committee.

Mr. Cou,rmn. Their attitude may have been more emotional then.
They are trving to make it purely objective and factual.

Senator VANDENIBA'IUG. I think they are very well represented
today.

Senator HERRING. Dr. Coulter, (loes the board of directors of
N. A. M.--they support free enterprise, do they not?

Mr. COULTER. Absolutely.
Senator HnRING. But they oppose the removal of the barriers

to trade?
Mr. COULTER. No; I will tell you. Their position in one sentence is

this-they absolutely maintain 100 percent support for the free
enterprise system within the American general protective system.

Senator VANDENBERG. Free enterprise and free trade are not the
same thing, are they?

Mr. COULTER. No. Free enterprise itself--
Senator CLARK (interposing). You mean free enterprise between

the States?
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Mr. COULTER. Between all business, agriculture, labor and
industry and professional and all classes withiil the United States.
But the United States as a whole then has a general American system
based on the protective tariff system, and in that they have constantly
favored the largest possible volume of foreign trade, both imports
and exports, where it did not either displace labor or destroy the
farm price, the price that the farmer gets for his products, because
they realize that their biggest market in the world is the farm market,
andunless the farmer is prosperous and can buy from them, their
market is destroyed. Therefore they spy that within the American
system of protection, they want the largest possible volume of both
exports and imports that won't displace American labor and destroy
their wages or the price of their product. I..

Senator HERRING, Your theory then is that this is going to destroy
the labor standards and work to the detriment of agriculture?

Mr. COULTER. Yes. i 1 .
Senator HERRIING. That is the interest that the N. A. M. has, that

they are trying to protect the farmers? I
Mr. COULTER. Yes; selfishly, if you please. We all lihve a certain

amount of enlightened selfishness. They want the American market,
and the biggest segment altogether is the farm market, and if the
farmers cannot have their prices maintained-if foreign products come
in and displace them and you continue that process you are destroying
the market for industry. As you destroy that, they have a smaller
market and their overhead charges bear heavier and heavier per unit
of product, and their costs are forced up, and the whole thing is a
vicious circle. That is the main thesis.

Senator GunnFY. The president of the National Association of
Manufacturers is Mr. Prentiss, is lie not?

Mr. COULTER . Yes.
The CHAIRMAN. He is also president of the Armstrong Cork Co.

and they have a plant at Lancaster, Pa. : .
Mr. COULTER. lie was elected president only within the last 2

months, and he does not sit on any specific committee. .... .

Senator Gurnny. His company was very much opposed to the
increase in the tariff on linseed or rape seed. At the last 'bill we
had up, he opposed that. I I

Mr. COULTER. Wasn't that following exactly what L said? lie
would not want the duty changed on one segment unless it whs
coordinated. ' r ,

Senator GuFFy. Because they use those two products, don't they?
Mr. COULTER. Over and over, his testimony before this corn-

nittee, back in 1929, for instance, was that if you put the tariff on
flaxseed and on linseed oil, that there should be a correlated change
on linoleum and paints and varnishes, and that is what, this coin-
mittee did. They raised the duty on flaxseed, 'and Senator Frazier
came before this committee from North Dakota and said, "'l'hatt
will do us absolutely no good unless yofl make an exactly identical
change on oil and on linoleum and paint, because otherwise they will
merely import the oil or import the'linoleum' and our market fo-
linseed is destroyed." - So it was the farners who came in at that
thne and asked for that adjustment. Mr. Prentiss holds that position.
I have heard him testify off and on for 10 years but I have tnot dis-
cussed this with him since he became 'president of the Natlonai
Association.
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Senator GuFvsy, Do you think that he will approve of your
approval of the Department of Commerce?

Mr. COULTER. Yes.
Senator GUPFEY . You think he will?
Mr. COULTE. Absolutely.
Senator GUFFEY, That is the first time I ever heard him say any-

thing favorable of the administration in 8 years.
Senator VANDENB1IQG. It is the first time lie has had anything

favorable to say. That is not his fault; it is the fault of the
administration.

Mr. COUL'ER. I have heard him express the wish that sonic of these
reports might be out within 1 or 2 years, and I have hearri him use
the expression, "We have to file our income statement within 60 or
90 days; we have to just concentrate on it." 1 know that today there
are a number of gentlemen who intended to be there this veek or
next week to appear before this committee who have wired and said,
"We are just absolutely forced to stay at home and prepare income
tax and other Government statements, and we have not the time."

Senator HIimRwa. It is nice to be able to iiake one.
Mr. COULTER. What is that?
Senator HERRING, To have an income tax to pay.
Mr. COULTER. They will have to file it whether they pay a1ny taxes

ol whether they show a tremendous loss. They have to file al of the
data just the same. I have heard Mr. Prentiss say that if we could
only get reports on Government data, and statistics more quickly--
an one thing that he compliments most highly is the Federal e-
serve Board.

Senator GUFFEY. Will you call his attention to this report that is
published within two months?

Mr. COULTER. The Treasury now at the e1nd of 90 days---well,
they feel, and I have-no doubt but what they are right--that they
should not disclose international transactions except after a 90-day
lapse, and they are doing that--which is a very valuable thiing.
There are some very reliable reports. I would say this, that there is
no doubt but that under our modern machine methods of tabulations
and calculations and computations that used to be done by hand, that
the Government reports could very well, if they were brought into
vigorous realization of the desirability of their reports, that we could
have them a year or 2 years sooner than we do.

Just take right now-the Commerce Department has not gotten
out its report on 1938 exports or imports of commodities by countries.
Isn't that terrible? The latest figures we could use, where you want
to combine exports and imports of commodities by countries, the
last year we can use is the 1937 statistics. They haven't even got
the 1938 report out, and now it is March 1940. I think they cer-
tainly should be able to get it out in 6 months with the new punch
cards and the mechanical tabulating machines with which they can
work out the percentages and the values and ali of that. But I don't
think that Mr. Prentiss is a bad man at all. Frankly I have seen
him before this committee and others, and I think he has a great deal
of merit in- ,

Senator GUFFn, (interposing). le ha' a lot of ability.
Mr. COULTER. A lot of ability
SenatorCLARK, I usually think well of my clients, too.
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Mr. COULTm. Oh, these are not my best clients, They are pretty

hard boiled, If I did not get better paid from some of the other clients
that I have, I would not be able to continue my office.

Senator HERRING. You are not speaking for the farmers?
Mr. COULTER. You would be surprised at the checks that I have

gotten iu the last few months from farm groups to speak for them.
The Greater North Dakota Farm Group, the South Dakota Farm
Group, the Minnesota Associates, and even the Veterinarians Associ-
ation of North Dakota have said, "Our prosperity depends on farm
prosperity." And they say, "Go to it and here is $25 enclosed."

Senator VANDENBERG. Anybody from Iowa?
Mr. COULTER, No; only from those States. I was President of the

State Agricultural College there and they know me. I think they,
if they knew me in Iowa, they would have sent me some money too.

Senator HERRING. We do quite a bit of farming there.
Mr. COUrTERn. You bat. They know me out there and they have

confidence in me, evi(lently.
Senator CAp',FR We all know of your active interest in the affairs

of North 1)akota and particularly in the agricultural industry.
I would like to know what conclusion you have reached as a result of
your examination into this reciprocal trade situation. What assist-
ance has really come to the wheat farmers of North Dakota and of
Kansws, the two leading wheat producing States, as a result of the
reciprocal-trade agreements?

Mr. COULTE'R. I would say that thus far absolutely none, although
a number of foreign concessions have definitely been granted, and:I
will cite you the two most important foreign concessions and then
point out why we have gained nothing from them thus far.

The first concession was granted by the Netherlands agreement,
and incidentally I was at that time a member of the Committee for
Reciprocity Information. They agreed that they would increase
their quota restriction so that the United States might supply or
that the Netherlands millers might purchase a larger proportion of
their imports, they not being a principal wheat-growing country.
But then they added a footnote to read:

Provided American wheat of the quality we desire is available at the time We
desire it in the place we desire it and at a price consistent with what we can
secure other wheat elsewhere.

Well, the farm board, and then this Wallace's program of lending
and other factors came in, and we just never had any wheat available
for them under that apparent concession until we commenced paying
20 or 30 cents a bushel export bounty. Then the Netherlands said
that with the war in prospect aid the need for a reserve and with
the Govetnment of the United States paying about a third of the
price for them, they said here is a good chance for us to plip in 'and
buy ten or fifteen million bushels of American wheat, since the Got,-
eminent of the United States makes up the difference between the
world price and their price. I cannot see a practical gain to us in
that agreement,. . I , 1 _

Senator CLARK. It is a fact, is it not, that, utider 3 years of the
ttawley-Smoot tariff from 1931 to 1933, inliiive, the fa income
of the United Staies raised wheat to the amothit of $769,510,00Q,
which rose under 3 years of the trade agreements pQriod from 1938 to
1938 to $1,452,000,000, or an increase of $682,490,000. That'is ex-
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elUive of, Government payments, And for Kansas, exclusive of
Government payments, the cash income from wheat during the 3-year
period of the "lawley-Smoot tariff, 1931 to 1933, inclusive, was
$149,365,000, which raised during the trade agreements period 1936
to 1938, to $284,103,000, or an increase in one 3-year period of about
$134,738,000. Those are the official figures furnished by the Depart-
ment of Agriculture.

Mr. CouTRa, Do you have the similar figures for the 8 years under
the Fordney-MkIcCumber Act?

Senator ('L IK, No; 1 do not have them.
Mr. CouIMurn. It is a very interesting contrast if one would make it.

This is an objective study of prices, values, droughts, and so forth.
We know the prices of 1933, 1934, 1935, and 1936, and we know

why the price of wheat went up, and we know the present loan policy,
which personally I very heartily endorse.

Senator CLARK. Wheat never sold (town at 23 cents a bushel as it
did in 1932.

Mr. CouLT m. I think the Trade Agreements Act went into effect
in June 1934 and I think 1934 was a dhotlht year.

Senator CLARK. Yes; I can testify to at.
Mr. COULTI'i. And I also recall the serious drought and the wheat
ce structure and the loans made, and I know, and I think you

now, Senator, why the price is where it is. And if you want an
objective study of the prices of wheat over a 10- or 20-year period, it is
very easy to make it and get it. It has absolutely not the slightest
relation to the Trade Agreements Act. It is an extraneous matter,
but it is part of the general economic situation, of course.

Senator GUFFEY, Did you answer Senator Clark's question about
the price of wheat? Has it sold down to that since the Trade Agree-
ments Act? ,

Mr. COULTER. No; but in my experience as a farm boy it did.
Senator GUFFEY. That is not the period I was interested in.
Mr. CoULTEn. I was answering Senator Capper's question, and I

say that the first major foreign concession to us was in tie Netherlands
agreement, and I have stated the best information I have. I have

* followed the exports and the imports painstakingly each year, both in

quantity and in value.
The other change of major importance which may ultimately have

some yalue--I am hoping so--is in the British agreement. Britain,
as you recall, had the Ottawa agreement between the Dominions and
Britain, in which prefeential rates were established as between the
Mother Country and the Dominions and Colonies. In that, there
was a 6-cent differential against foreign wheat, but that was not
against American' wetat;'it was against Argentine wheat or Rumanian
wheat ,or aybody'w.'wheit, because as a matter of fact England
needed and was getting certain classes of wheat from the United
States on which lt did jiot make any particular difference.

,In the Bri 'h agreement effective the 1st day of January of last
year, England renioved that 6-cent per bushel differential. Whether
that has been or, bq absorbed in the change in the transportation
arrngqm)nIti Typu kaowj (anada has certain provisions with reference
t9,theAnvement 'f C ldian wheat. It could not pass through the

dl~ ta .' If jt did, it became earmarked as American wheat and
had to p4ayetkm duty oyor in'England, It had to go out. the St.
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Lawrence or through the Canadian route. Ultimately there may
possibly be some advantage that we do not know. England, through
the Runcinan-Rocca agreement with Argentina made a similar
arrangement. Then by the imposition of quotas, we seem not to have
gained anything thus far.

It is said, Senator, that Cuba, because of our agreement with Cuba,
takes now a million barrels of flour from America. I would direct
your attention that first the Cuban type of agreement is the type
that I and many others think is desirable--bilaternl agreements-
where specific concessions are granted both ways and certain advan-
tages attained. I think they should be made by the Senate as
commercial treaties. But here is the significant thing, and that is
that 80-and-some percent of that wheat now being shipped to Cuba
during the entire period since September 1934 to date is made out of
Canadian wheat, brought in in bond, milled in this country; the mill
feed is left here and the flour sent on to Cuba; and I camiot for the
life of me see how that million barrels of flour shipped to Cuba by way
of the United States helps the farmers to sell their wheat. It is
Canadian wheat The only period during which substantially any
American wheat was used in the Cuban flour was during those few
months when Secretary Wallace was paying 30 cents a bushel subsidy
to American wheat where it was used and exported. You see, with
49 bushels of wheat in a barrel of flour, and with 4% times 30 cents,
that is $1.35 on a barrel of flour, and during a few short months some
American wheat was used. But even to Cuba, that export of a
million barrels of flour does not use Kansas or North Dakota or
Minnesota wheat.

The CHAIRMAN. IS the Canadian wheat of a different character
from that that you get in Minnesota?

Mr. COULTER. No; it is identically the same. Minnesota, North
Dakota, and Canada.

The CHAIRMAN. Is it the same as you get in Kansas?
Mr. COULTmER. Kansas is a little different; but it is a hard wheat.

No; the advantage is merely that the Canadian price is more nearly
in ine with the world price and ours is above the world price on
account of our wheat-loan policy and our production-control policy
and our drought.

The CHAIRMAN. What percentage of the Canadian wheat went into
the exportations to Cuba?

Mr. COILTER. For the period from September 1934 down to date,
except for those few months of subsidy, about 83 or 84 percent was
Canadian wheat. That is shown in the Department'reports issued
regularly, monthly, in monthly summaries of foreign commerce issued
by the Department of Commerce, Bureau of Foreign and Domestic
Commerce. So, it is easy to compile it under that method and see
it and then make your own calculations. There is a difference of 83
or 84 percent which is Canadian wheat. Canadian wheat is more
nearly in line with the world price level.

Senator VANDENBERG. Did you present any testimony in the House
hearings showing the relative increase in wheat and wheat-flour ex
ports from 1945 to 1938 as between agreement countries and non-
agreement countries?

Mr. COULTER. Not specifically; no, sir. I think somebody else did,
Senator VANDENBERG. I was wondering where I got the figure.

You talk about chaos in foreign trade--if we don't have chaos in th
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statistics before this committee, I don't know what we could call it.
Somebody undertook authentically to say before the House com-
mittee--and I thought it was you--that our wheat-flour exports
increased, from 1935 to 1038, 361 percent to agreement countries and
792 percent to nonagreniont countries.

Mr. CoLrrot. Our exports?
Senato0r VANDENHIORG. Yes; our exports of wheat and wheat flour.
Senator CLARK. What year is that?
Senator VANDIINBEIW.. 1135 through 1938. That would he 1935,

1936, 1037, and 1938.
Mr. Covu,rm. t hat is comparing the year 1935 and the year 1938?
Senator VANDENBOIG, Yes.
Mr. Cou1,'vrr. 1 recall that those are s bstan tilIly the correct

figures, but the reason Was that in 1035 we had almost no exports
because of the tremendous drought of 1934, and in 19:8 we linnd the
bumper ell) and a subsidy.

Sittior VANDENIIIHGI. Are those the general figures?
Mr. CuOrLTmi. In that general direction.
Senator VANDI.NIIElO. Are those the general figures?
Mr. COULTmI. In that general direction.
Senator VANDIwNmbo. I asked Secretary Wallace about it and lie

chuckled a little while over something or'other and sai(l that he did
not have the figures and agreed to provide tm later, anod I have
just looked at the record and 1 find that he says that tle correct
figures show an increase of 270 per cent to agreement countries and
only 147 percent to nonagreement countries,

Mr. COULTE'. Our exports 1ow?
Senator VANDvwnXRio. le comes to a diametrically oposite con-

clusion on the figures.
Mr. COULTR. The difference would be duo to one factor. In

the years to 1)38 we should not and lie should not and the Depart-
ruent of Conmmerce should not include Great Britain as an agreement
count ry, because Britain and the colonies trade agreement did not
become effective until January 1,' 1939. At the present time all of
these tables there submitted, even up to those 1938 figures; they in-
elude Great Britain as a trade-agreement country, and we (lid ,have
a substantial export to Britain, and they shifted that to the agreement
from the nonagreenment group, although the data was for the year
before the agreement become effective.

It is an interesting thing there. You will find it in another iilace
in the hearings before the House. I don't recall who put it in, but
actually if you take that item out of Britain and her colonies before
January 1, 1939, you will find that the figures which you read first
are correct.

Senator VANDENBERG. It certainly leaves an innocent bystander
somewhat perplexed and baffled.

Senator CLARK. Does anybody know where those figures came
from that you got, Senator?

Senator VANDENBERG. I suppose they can be identified. I got
them out of the House hearings.

Senator CAPPER. I take it, then, that you have reached the con-
clusion that in the light of the experience we have had in the past 5
years under those reciprocal trade agreements that the wheat pro-
ducers out Wrest have little or nothing to hope for so far as help under
the reciprocal trade program is concerned?
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Mr. Co,' 'iu. I can filnd no gain to them.'Tie CIIAIRMAN. But yOU thought that the Cuban agreement was

very find and in the right direction with reference to wheat and wheat
flour, and you found t at tie agreement we made with Englnd and
the Calladillits with reference to prefereitial treatment to wheat was
all right and ill the right direction?

MI'. Couur,'ru, I think that it was t good gesture, bult it gained us
nothing-.that is my point.

The CHAIRIMAN. But you think prol)ably it will?
Mr. COturnnT. I am hopeful, but I have not soon any evidence yet

of any substantial gain, and we have )oon going on now for 5 or 6
years, and we are ill a somewhat chaotic condition, and I don't think
we should continue negotiating this sort of thing in such a sctal.

Tite CHAIRIMAN, I understood you to say that ooly 1939 affected
the United Kingdonm on the preferential treatment.

Mr. Comrun. That is true. And also, of course, during 1939,
England was out gettbig a reserve, and inventory, in preparation for
war, and we were paying subsidies, and incidentally it was after the
relative bumper crops of 1937 and 1938, and I can find nothing in there
to indicate that any of our change in exports was due, thus far, to any
foreign concessions granted by countries to us.

The CHAIRMAN. TIie farm groups (1o not belong to your organiza-
tion, (10 they?

Mr. CoULT.R, I ain representing a great many different farm
organizations, and I may say this is exactly the position which the
National Grange has taken after they had a very extensive study made.

The CHAIRMAN. But they are not a part of the National Manufac-
turers Association?

Mr. CoULTrR. No, sir. They have various organizations--
The CHAIRMAN (interiosing). And I understood you to say that

you wore employed by the National Manufacturers Association only
as a consultant?

Mr. CouLTRn. And I am also employed by various farm groups
likewise as a consultant.

The CHAIRMAN. Does that eml)Ioyment )ut a responsibility on you
to go out and make speeches against this proposition?

Mr. COULTER, No, sir; neither group.
The CHAIRMAN. You wouhl not (10 that?
Mr. COUL'TER. Neither group has ever sent me to represent them

on any sp eating tour.
The CHAIRMAN. And you have made no speeches in the country

against the reciprocal trade agreements or in criticism of them?
Mr. COULTER. I was invited by the National Live Stock Associa-

tion to speak at their convention in Denver as a guest speaker at
their own expense, to give my impression and interpretation of trade
agreements as far as had studied them, and I (lid give an address
there.

Senator VANDENBERG. Is that against the rules now?
The CHAIRMAN. No.
Mr. COUI,TFR. As such, I was employed for that day by thq

National Live Stock Association, because they paid my expenses and
invited me over as a guest speaker, and I gave them my impression
of the effectiveness "thus far.
, The CHAIRMAN'. You have carried on no propaganda?
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Mr. COULTER. No, sir.
The CHAIRMAN. You have sent out no memoranda or tried to

influence people on it?
Mr. COULTER, No sir
The CHAIRMAN. You have. written no articles for the Republican

National Committee, have you?
Mr. COULTER. No, sir.
The CHAIRMAN. And you have had no conference with them?
Mr. COUL'r ER. No, sir. In all of these years, I have never gotten

one penny out of them. I think they did support me as a member
of the Tariff Commission back in 1930, but it was a unanimous vote,
so, Senator, you must have supported me too, so I don't feel that I
owe them a cent, and I have never been in politics.

The CHAIRMAN. I thought at that time that President Hoover
did a very good job when he appointed you. You served how long?

Mr. COULTER. I served the full term out. I was at the tine
resident and had been president for some 10 years of a very fine
tate college, an A. and M. college, and was rather anxious to get

back into my field as a student of economics, and I sacrificed going
on in the educational field to get back into economics. It has not
turned out satisfactorily, because the depression came and other
circumstances, and I have often thought that I probably should not
have made the change.

The CHAIRMAN. I don't know where the Republican National
Committee can go to get their information better than to you.

Mr. COULTE R. They have their own staff.
Senator CLARK. They can go to Mr. Mollin, which they do.
Mr. COULTER. They may, for all I know. But they have never

asked me to compile anything for them, and now that my time is so
well taken by a number of different organizations I have not applied
to either party for a job with them. [would take on either of them
if you give me an interesting proposition.

I worked for President Wilson for several years. He and I had
been fellow professors of economics and government, and when he
came here, he prevailed on me to join him in a confidential capacity
as an economic adviser and I stayed several years. You will find me
listed at that time as a member of the staff of the Department of
Commerce.

The CHAIRMAN. You were not one of the 1,032 economists who
signed this protest to Congress in 1930 against the Smoot-Hawley
tariff bill and prophesied certain things would happen?

Mr. COULTER. No.
The CHAIRMAN. You were then a member of the Tariff Commission?
Mr. COULTER. Yes; I was here with the Government and I would

not have been eligible to participate even if they had asked me, but
furthermore my analysis of economics has always been from the vcry
be inning , the applied economics, and it is not my phiosophy. The
philosophy of economics is like the philosophy of the Bible, "If my
enemies smitei me on one cheek, turn the other," and be lovely and
neighborly about it,-but in practice we get red in the face and
straighten back and get emotional and we don't do that.. I have been entirely in the field of applied economics, Senator, and
the college professor crowd-I have hired lots of college professors.
They talkt free trade as a principle, but I always tried to show them
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the desirability of giving at least same lectures on the practical
application and how different countries deviated from a desire for
tileir neighbors' property and so forth--the applied side of economic
life. So I am quite out of sympathy with trying to ap ply in vague
generalities the philosophies of the theorist of free trade in a perfect
society with the practical problems of everyday life, I would say
that if this country wanted to depart from its general protective
structure, that it ought to decide to do so over a period of say 25 years
and just say that automatically every year for the next 25 years, all
tariffs and all wages and farm prices and everything are to go down
3 or 4 or 5 percent, and let us get back to a purely world basis, and
see whether we can live that way or not. I would not do it slashing
one way or the other.

Senator LODGE. What has been the wage trend since the trade
agreements have been in effect?

Mr. COULTER. There has not been an extreme trend one way or
the other. Already, by 1934, wages were substantially restored, and
there hind not been a terribly big cut in wage rates.

Senator LODME. I mean in real wages.
Mr. COULTER. Real wages, I would say, may have gone down be-

cause prices have gone up and the hourly wage has not changed
greatly. The problem there is to segregate your unemployed and
take oily those actually employed. Real wage goes down as price&
advance.

Senator LoDGE. You would not say that the wage-and-hour law
has as yet had any effect in rtlising wages?

Mr. COUILTER. Not as a whole, but it has, applied to a few marginal
groups.-relatively small in number I think. I have not followed that
special question as closely as I might.

Senator LODGE. Would you not say that there has been an incon-
sistency between trying to raise wages and shorten hours and im-
prove working conditions on the one hand, and trying to reduce
tariffs on the other?

Mr. COULTER. My opening statement was that this was directly in
conflict.

The CHAIRMAN. Is there anything else?
Mr. COULTER. Just my concluding paragraphs.

VI. MOST-FAVORED-NATION TREATMENT

The N. A. M. recognizes the place of most-favored-nation treatment
in commercial treaties. We, however, call attention to the fact that
reciprocal-trade agreements are a very special or distinctive type of
commercial treaty. Over a long period of years this subject has been
under discussion and we have always taken the position that reciproal-
trade agreements should be bilateral in character. Being bilateral in
character, concessions granted by this country or received from the
other country obviously cannot be extended inder any most.-favored-
nation arrangement.

We desire also to call attention to the fact that there are two vol
distinctive types of most-favored-nation treatment, one of these is
the conditional, the other is the unconditional.

The argument in favor of using the conditional most-favored-nation
clause in connection with recipocal tariff agreements has been well
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expressed as follows by the United States Tariff Commission, corn-
posed of such experts as Dr. N. W. Taussig, Dr. Thomas Walter Page,
and others in its special 1919 Report on Reciprocity and Commercial
Treaties' page 42:

The (3vidences sh6w that the conclusion of reciprocity treaties is likely to lead
to claims from States outside the agreement, which, if granted, will defeat the
purpose of the treaties, and which, if not granted, occasion the preferring of a
charge of disloyalty to treaty obligations. The practice of making reciprocity
treaties requires the conditional construction of the most-favored nation clause.

We very definitely oppose the application of the unconditional
most-favored-nation treatment as a feature of such reciprocal trade
agreements as are negotiated. Even when extension is granted under
the conditional procedure, it would seem of the utmost importance
that all foreign countries, in each ase, make clear that they are ex-
tending concessions to the United States in return for concessions
granted by this country. In the past we have, in fact, been extending
all of our concessions to approximately t00 different tariff or trade
areas and receiving most-favored-nat ion treatment only from the
small number with whom trade agreements have been negotiated or
with which most-favored-nation commercial treaties are in existence.

I have not tried to present much in the way of satistics,, because I
think we did a fairly good job in the House, and it is all in the record
of the House committee.

Senator CLARK. I want to ask the doctor something about his
figures before the House committee. It will take quite a little time,
and I suggest we take a recess.

Mr, COUILTER. That will be agreeable to ne.
The CHAIRMAN. I have agreed to take two witnesses immediately

after we meet. We will take you this afternoon when the Senator
will ask you some questions. We will meet at 2 o'clock.

(Whereupon, at 12:40 p. in., a recess was taken until 2 p. in. of the
same day.) 1,

AFTERNOON SESSION

The hearing was resumed at 2 ). 11., purstiint to adjourunent for
the noon recess.

(Mr. Howard I. Young, St. Louis, Mo., chairman of the tariff
committee, National Association of Manufacturers, made his state-
meat, which will be found at a subsequent plico in this day's pro-
ceedings.)
I (Mr. Edward A. O'Neal, president of the American Farm Bureau

Federation; made his statement, which will be found at a subsequent
place in. this day's proceedings.)
. (Mr. Earl C. Smith, Chicago, Ill., president of the Illinois Agri-
cultural Association, made his statement, which will be found at a
subsequent place in this day's proceedings.)
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STATEMENT OF JOHN LEE COULTER, WASHINGTON, D. C., REPRE-

SENTING NATIONAL ASSOCIATION OF MANUFACTURERS-
Resumed

The CHIAIJMAN. Senator Clark desires to ask you a question or
two, Mr. Coulter.

SeMtor CL URK. Doctor, I want to ask you about the table thatyou
put in the record over in the House hearing.

Mr. COULTER, Yes, sir.
Senator CLARK. Otn page 2124 in the hearings of the Committee-

on Ways and Means of the House, you made this statement, and a.
table appears there, which I will ask to have inserted.

Dollar value of imports fell off at exactly the saute rate as exports, from
$4,399,000,000 in 1929 to $1,323,000,000 in 1932, a decrease of 609.9 percent. That
this resulted from the price collapse, and was not related to tariffs or rates of
dots., is couclosively shown by the fact, almost always overlooked, that the de-
crease was at the same rate in the ease of "imports free from duty" as in the case-
of "imports subject to tariff."

Total general I,ports on Dutiable tat-
imports rree list ports

192 ........... ........ ............. $4,300,000,000 02,941,000,000 $1,45.000,00o

1030 ...... ---- ----------- -...... ..... 3,- - ,- - 0, 00 2,025, 00e,000 1,033,000, 000
1031 ........................ . ........... - 2,091,000,000 t, 394, 000, 000 607,000,000
1932- -....... -.........- . ........- - .. ...... 1, 323,000,000 883,000,000 440,000,000

Now, Doctor, may I ask you were you got this table?
Mr. COULTi. From the report of' the Bureau of Foreign and

Domestic Commeie of the Department of Commerce.
Senator CLARK. I call your attention to the Foreign C6znmerce,

and Navigation an(d Statistical Abstract for 1938, page 443, and there
seem to be two tables which you from your table have passed from one
basis to another without calling attention to the fact at all. In other
words, is it not trie that you have listed the general imports for-each
year from 1929 to 1932, and then in showing those imports which
are subject to duty, you switched the imports for consumption
without indicating the clange?

Mr. COULTER, The two figures are so nearly the same that the
differetice is only in decimal point and if the question is one as to,
whether it was one or two (lecimai points, I will say that the error
is mine, but the two figures were 69 l)ereent.

Senator CLARK. I notice in the official figures, there are two,
entirely separate tables, one of general imports and one of imports.
for consumption, which are apparently materially different in some
instances.

Mr. COULTER. They to not make a difference of 1 percent, Senator..
The Commer e Department for a long period has separated imports
for consumption between free and dutiable, but has not separated
general imports between free and dutiable, and one report comes
out a little later than the other, but the two reports do not differ ai
matter of I percent.

Senator CLARK. How did you make up this table, because it-
apparently does not conform to either of the official tables'-whicii r
ask to be inserted in the record?
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The Cu AmM i. Without objection the tables will be inserted.
(The tables kre as follows:)

United States general imports

Year Total Free of duty Subjeot to dty

129.................................................... ago 000,000 $2,841,000,000 $1, 58, 000
1030 ..................................................... 3,001 ,0 000 2,001,00000 1,0100001000
1 .................................................... 2,001, 000,000 1,381,000,000 )00,000,00

1932 .................................... .............- .. 1,33 000,000 870,000, 000 444, 0 0o,000

United States imported for consumption

Year Total Free of duty Subject to duty

1929 ...... ....................--.... -................. $4,339,000, 000 $2,880,000,000 $1,458,000,000
1930 ..................... 3........................... 1 314,000,000 2,081,0000,000 1 ,0,000000
1931 .................. ..................... ....... 2,088,000,000 1,102,000,000 69710, .000
1932 .......................................... ....... 1,32,000,000 886, 000, 000 440,000,000

Souoc: Foreign Commerce and Navigation and Statlstical Abstract for 1938, p. 448.

Mr. COULTER. I suspect the difference is the fact that practically
every year the Department of Commerce after a few months revises
withdrawals from warehouses--

Senator CLARK (interposing). For imports on the free list,, you have
a figure for 1929 of $2,941,000,000, and the official figure for imports
for consump tion for 1929 is $2,880,000,000. You adopt the figure
for imports for consumption of $1,458,000,000, which differs materially
from the figure in the official figures of the imports subject to duty of
$1,566,000,000.
Mr. COULTER. How much is the difference?
Senator CLARK. $8,000,000.
Mr. COULTER. $8,000,000 out of one-billion-anrd-some-dollars. If

it were $10,000,000, it would not represent the changes made by the
Department of Commerce, probably 3 or 6 months later from the
revision, There is always a small quantity being withdrawn from
warehouses and included in one set of figures.

Senator CLAIK. In 1930, you list imports on the free list of $2,028,-
000,000, and you list figures for general imports at $2,051,000,000.
The official figures for imports for the same is $2,081,000,000. That
is a matter of some $60,000,000.

Mr. COULTER. Less than one-half of I percent, it might represent
the changes made by the Department of Commerce in their revisions.
They are always revising this figure on a little later revision than the
published report. We have to lake the published report, and their
final revision, very carefully done, make those slight differences, but
the figures which you are reading does not make a difference of 1
percent.

Senator Oh.ARK. Instead of using either the "Import for consump-
tion" or the "General imports" and indicate your change, if you do
make a change, you choose, rather, to subtract the dutiable imports
for consumption from the total general imports and simply arrive
at an imaginary figure.

Mr. COULTER. No; I would have to take--
SenatorAClark (interposing). In other words, your figures appar-

ently do not agree with either one of the sets of official figures.
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Mr. COULTER. Mine were taken from the Statistical Abstract.
I will be glad to have them verified. I will be glad to do that, because
I know that it would not differ 1 per cent. I know it would merely
represent their latest revision, and always I like to have their latest
revision.

Senator CLARK. Now, Doctor, let me ask you if it is not also a
fact that, in setting up your figures, you completely ignored the fact
that many of the products wlieh in 1929 under the then-existing
tariff were entirely free from tariffs and were made dutiable under the
Hawley-Smoot Tariff Act, and in addition some products which were
dutiable in 1929 were made free under the Hawley-Smoot Tariff Act.
Did you give any effect to those?

Mr. COULTER. I took tile figures as presented by the Department
of Commerce-

Senator CLARK (interposing). As to commodities, you did not pay
any attention--

Mr. COULTER (interposing). I did not change their figures.
Senator CLARK. For instance, I did not make this statement myself,

but it was made at my request by the proper authorities. The Tariff
Act of 1930, 1 am informed, transferred articles valued at $212,000 000
in 1929 from the free to the dutiable list and articles valued at
$41,000,000 in 1929 from the dutiable list to the free list-a net
amount of $171,000,000 of articles transferred from the free to the
dutiable list?

Mr. COULTER. That is correct.
Senator CLARK. Therefore, it would seem that the 1929 duty on free

and dutiable are not comparable figures.
Mr. COULTER. Within a range of one or two points. Even if I had

changed the groups and added one group and subtracted the other,
you would not have had a difference of more than a few points; there-
fore, I thought it best not to change their figures.

Senator CLARK. This is also a fact, is it not, Doctor, that in the
middle of 1932, that excise taxes on copper, petroleum, and certain
classes of lumber were imposed which had previous been free of duty,
so that for'about half of the year 1932, imports of such products were
included in the dutiable imports, increasing the total dutiable imports
by the corresponding amount and making the unadjusted 1932
dutiable figure noncomparable with the 1929 dutiable imports?

Mr. COULTER. The Commerce Department interprets merely for
statistical purposes that excise tax, and I believe later they also includ'a
the processing tax on the first processing on an imported-

Senator CLARK (interposing). I do not want to get into the question
of processing taxes now.

Mr. COULTER. You are bringing in this other.
Senator CLARK. That in itself is a very interesting problem.
Mr. COULTER. The two are identical.
Senator CLARK. That is perhaps true; I don't wish to argue that,

But excise taxes for the purpose of free and dutiable are on the same
footing as dutiable articles. I .... . '

Mr. COULTER,. The same as processing and the same as dutiable
and I used the Commerce figures. If they wanted to classify them
that way, I thought I would not make the deduction.'

Senator CLARK. To show strictly comparable situation, adjust-.
ments should be made in the 19, figures with reference to tho ,
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products which were free in 1920 but dutiable in 1932, should they
not?

Mr. COULTER. I would not want to criticize the Department,
because I think it is so immaterial. The total difference, even if
they changed it, would make a difference of only one or two points.

Senator Clu'k: The figures furnished me by the Commerce Depart-
ment are that when such adjustments are made, the comparison
shows that imports of dutiable products declined 73.9 percent com-
pared to a decline of 66.8 percent for free imports between 1929 and
1932.

Mr. COUTR. Which is a very small difference. Y(ou see, the
total collapse--

Senator CrLAK (interposing). But it is very different from your
statement hat they are exactly the same.

Mr. CouI&IR. 'the word "exactly" might be but they used the
margin of possible error in their report, too. 13 a matter of fact,
their report is not supposed to be exact. It is a foreign invoice value
put on the invoices. If you import tin from India, what value do
you put on it? The landed value here? That is what Eongland would
put on. We put the foreign invoice value on it. If that tin were
shippled frolA Idia to England and be imported here from England,
we would put the English value on it. The margin of error there is
three or four times as great as this minor change which they make.

Senator CLARK. If yOU want to stand on the proposition that an
error of 1 percent in the table of an eminent statistician is unques-
tionable that is all right with me.

Mr. dOULTER. I stand one thing, that I quote the Department
of Commerce on procedure and the margin of error between using
foreign invoice value and a landed cost or landed price accounts for
vastly more than that, and that, aiayhow we are talking of a collapse
of 69 or 70 percent, and we are not quibbling about a change of a
fraction of 1 percent.

Senator CLARK. Now, I wanted to ask you one other question.
You laid a great deal of emphasis this morning on the question of the
depreciation of foreign currency in connection with reciprocal trade
agreenvnts in which you seem to draw the conclusion that tile recipro-
cal trae-agreements policy ought to be discontinued by reason of the
fact that foreign currencies might be depreciated. Now, if you were
to abandon the foreign trade agreements entirely and repeal the act
of 1934 instead of proposing to extend it, and abrogate all of the
treaties, what protection would you have then against depreciation
of foreign currencies?

Mr. COULTEI. I would have the protection of the United States
Senate, which I know would proceed at once to set up a really con-
structive program. I believe they would, and I believe that they
may not feel that this is the time, or that they have the time right
now to make such treaties with those countries.

Senator CLArng. You still would have to deal with each situation as
it arose. You said this morning that you could not have any settled
policy like reciprocal trade treaties, because to meet all of these
various situations it would be necessary to change that policy five
or six times in a day. .Do you think that the Congress of the United
States could deal better with each particular situation as it arose,
which might be five or six times in a day;?
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Mr. CoUIMrnt. No.
Senator C,ARK, I have soeli oil one or two occasions it bill pass both

Houses in 1 day, but it has been so rare that you can cInt the number
of times that it has happened upon the fingers of ono hand.

Mr. CouTilrM I think that Con gl-ss one of these days, in its Wis-
do(1, and I have watched and Studied this record for the period of its
existelce, will set u) something more adequate than is now provided
by general stattul.e. But don't you for a moinient think that you have
not already provided by genrid statute. Turn, if you please, to see-
tion 337 of Cie Tariff Act of 1930, or tin back to an original section
in the Tariff: Act of 1922, and you will find there a very definite plro-
grain sot forth for quick and imm mediate action in cases of foreign unfair
inothods in competition. Every economist and every authority who
has studied this thing carefully will tell you, and I know that the courts,
if they followed the general court proce(ilure in this and other countries,
would rule that a depreciation of currency would be considered the
sane ,5 exchange dumping. And you have a very complete statute
set ulp covering that, which is supplementary to section 337.

You see, on the Tariff Commission, we dealt with those things and
dealt speedily, and the Tariff Commission makes an immediate inves-
tigation and report.

The CHAIRMAN. You said this morning, though Doctor, you said
this yourself, that the provisions of the flexible ta 4r were too cumber-
some as administered by the Tariff Commission to be of any advantage
in an emergency.

Mr. COULTER. That was only section 336 and the provision for
changing rates, but for unfair methods of competition in international
trade and for foreign discriminations, section 338, which runs over
many pages and many subsections there is very quick provision. I
know of cases where the Tariff commission had matters called to
their attention and within a very few days called it at once to the
President's attention, and he either acted at once or, through the
State Department, called it to the attention of the other country to
get a quick remedy.

Senator CLARK. As you cited this morning in the case of Belgium,
there is absolutely nothing to prevent the State Department under
anysystem from making representations.

Mr. COULTER. That is true.
Senator CLARK. That is always possible unless we abolish the State

Department entirely. I understand that even the National Associa-
tion of Manufacturers is not recommending that.

Mr. COULTER. No; indeed.
Senator CLARK. Not at this time.
Mr. COULTER. They have never gone into apy such foolish sugges-

tion. But merely because you have an authority to act does not takp
the place of an automatic action with your discussion following it, and
I be leave to suggest that this is not an offhand opinion, but it is
supplementary to implement in a more effective manner grovidons
which were made by Congress' and which have been on the statute
books and in operation for a period of many years.

Senator CLARK. Now, Doctor, don't you think that the illustration
which you supplied us with this morning in the case of Belgium wal
a very excellent illustration of the fact that when Belgium had an
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agreement with us whiuh they conceive to be probably to their ad-
vantage because of the way they made it and the way they acted, and
we conceived it to be to our advantage because we entered into it,
that they preferred to correct the situation about which we complained
rather than that we proceed under the escape clause to abrogate it?

Mr. COULTER. May I answer that?
Senator CLARK. Yes, that is the reason I am asking you.
Mr. COULTER. I would say that that was certainly better than

nothing, but let me give you a good illustration, now that you have
raised it, of a specific case.

There was a factory-I will say that there were five factories-which
had started into the production of making a given commodity. That
commodity was being made in Belgium; also in France and in Italy.
The Belgian agreement was put into effect, let us say, May I of 1035.
These factories were distressed and disturbed because it lowered the
rate of duty on this article from 35 percent to 20 percent. They
discussed the question "Can we meet that competition? The tariff
has been reduced from 35 percent to 20 percent."

The biggest factory-and the name is no secret, I take it- LaFrance
Industries--a great weaving concern-largely cotton commodities,
said at first that they would try to continue making that article under
the reduction in the dutyfrom 35 to 20 percent, and they were in
considerable quantity. Within a year they had produced over
2,000,000 square yards of a certain kind of floor covering, largely of
cotton material. But when, a day or two afterward, the Belgians
departed from the old ratio between the Belgian franc and the dollar
by currency depreciation or devaluation, a few days afterward,
LaFrance Industries and the other factories making tins commodity,
said, "That wipes out the whole tariff." It not only reduced it from
35 to 20, but they said, "It wipes out the 20 percent." They said,
"We have no protection."

Now, an actual import commenced to come in in greater quantities,
and actually now, not only that factory but the other three or four
factories all closed that division and those workmen were loft out of
employment entirely until they go on Federal support, and the cotton
that should have been going into those floor coverings was plowed
under. We are struggling now to find some other way out of all
of this.

Senator CLARK. That same situation would happen whether you
had a reciprocal trade agreement or not.

Mr. COULTER. No.
Senator CLARK. You say it wiped out all the duty?
Mr. COULTER. It wiped out all of the duty. If we had not had a

trade agreement, there is no doubt but what that is the kind of a
case which would havd immediately come before the Tariff Commis-
sion as an unfair method of competition in foreign trade and a pro-
ceeding empowered under seotion 337 to take cognizance of that and
to impose a ounter- ailing compensatory duty. France and Canada
an( other countries do it. We do not.

I am not saying that should be p ut into the trade agreement; I am
just saying that I believe that either.you should have an automatic
cut-off of a trade agreement if a foreign countryby currency manipu-
lation changes the status, or an automatic application of a coin pensa-
tory duty &nd then discuss it after. Put it into effect and then
discuss it after. I merely suggest that as two other approaches to it,
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It is not a new subject, it has long been considered, Congress has
legislated on it, and the present legislation is inadequate, and it is no
worse because of the trade-agreement policy.

Senator CLARK. You spoke this morning at some length about the
matter of the most-favored-nation clause and its application. I
would like to read to you al instance cited in the book on Reciprocity
by the Honorable William S. Culbertson, who was formerly a member
of the Tariff Commission, as you know. He simply cited it as one
illustration on the way in which the most-favored nation works very
greatly to the advantage of the United States in certain instances.

This is again a case dealing with Belgium.
le says on page 81:

The agreement with Belgium, dating from May 1, 1935, had scarcely come
into force before the Brussels Government concluded with France a reciprocal
lowering of tariffs on automobiles and automobile parts below the rates established
with the United States. Three months later Belgium did the sane thing with
Germany in a long list of manufactures, Including tools, safety razors, typewriters,
calculating machines, and electrical apparatus. A similar agreement between
Belgium and Italy brought to the United States lower rates on borax, silk and
rayon fabrics, tics, and sheet Iron for automobiles.

That is an illustration, is it not, of the way in which the most.
favored-nation clause would work very much to the advantage of
the United States?

Mr. COULTER. We would have gotten all of those things-
Senator CLARK (interposing). We did get them all.
Mr. COULTER. We would have gotten all of those things without

the agreement with Belgium, because we already had a commercial
treaty with Belgium. We did not gain anything there. Belgium
does not have a three- or four-colwnn tariff, We would have gotten
those lower rates as soon as Belgium put them into effect without
any trade agreement.

Senator CLARK. As it is stated here, these were the results of a
special negotiation between Belgium and these other countries quoting
special favors to those countries.

Mr. COULTER. But under the commercial treaty we had with Bel-
gium, we would have gotten those concessions.

Senator CLARK. If we had been accorded most-favored-nation
treatment and they would have been accorded most--favored-nation
treatment under the commercial treaties, there was no change, then.

Mr. COULTER. That is true; there was no change on that point.
Senator CLARK. Then it seems that the criticism of the most-

favored-nation clause is not well taken?
Mr. COULTER. I say that the unconditional most-favored-nation

clause in the commercial treaties is what we have all advocated for
many years.

Senator CLARK. Mr. Chairman, I ask to insert in the record a
discussion of this matter on the most-favored-nation clause from Mr.
Culbertson's book Reciprocity into the record, at pages 67, 68, and 69
thereof.

The CHAIRMAN. That may be done.
(The same is as follows:)

MOST-FAVORID-NATION RItNCIPLE

Fundanental in Mr. Hull's program of enlarging the volume and simplifying
the flow of trade is the unconditional most-favored-natIon principle, a principle
introduced into our treaty structure by Chief Justice Hughes when he was Secre-
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tary of State, extended by loth Mr, Kellogg uill Mr, r thnstm wheti they were li
charge of otir foreign affilirm, and no41w trafl'sfoilild Into all act%v pulley by Mr.Ill'll,
In a hihtert tiliulliltdt ittr to Mr. llughes, datd, 1)ect tiber II, 1022, 1

wrote 1%s folloVstill tite, two frilInts tlld ln ttrlprotlttit ils of tltt' prliclplh:
"Oui traiittiutal lnost-favored-natlon polley (utili 1922) dates froml 1778, It Is

bmed lilpolt tilt) hhei that treaty bargahilIig ttm roili, priliirilly tilly dlii 1.4ltttaiting state,' rud thtat a redllotioll, 11110 up t heg~l 'itcloltilhttt, thalt ecrtaill l'dlottilin.

lie ltidle, by the other tarty, Is ilt to ie ratted to aly third power tti less tImt
tower gives ant 'soii vai itc

tt einisolltiioll. 'his 'Uti fltlllt i titertrttlitioll of thtnmst-avord-nlthm )lm ll( , etit~l'tts to) V'llllj'y' it thl( (ol~)Njj4H Im j wi l , lltt1< tO'

coittiry A for ia eitisId(l'lotlloll t11iy If cottitry li niakes cttiicssitiis ttli t quivit-
lent to those liiie by oimtlttky A. At firmt gaio ths lpiinciplet s1n1m villii tly
tai.ir, t Iis tilt lplirlleo o 0it Oiltjlty si l wis adioptd with the h111 that it
offered, If tot i'ttiali ty or trettntit, at ltst the oippirtitlty to ttttlri' eiliality
of treaitttnt till it irvtitibli thlhaste. It Wits itittguttttl at ii, lile %Vll1 &-1111' rates
wer o tiletir iltiporttlic itas compared to tutu right ti tlad at alt anti to the right of
equal treatitenit for national vessels, racingg aid tavigatioi rights In those days
were iargaihtd for its tntitih without ttto Iiirow all txailiitlatioit of the lt tiOI
whether tiht rights exellallged were ittit ptrihaps somltiwhat oltr viable to the
one thani to tite other eottltry. Bit tile ol ltaigatlti law are 111w it thing of
tilt) ptast, aId intent ait ia lioiterelJl lIi'is are dominated by tariff rates anitd
reg tintihlls, Most of the i,,ropean gtowers have two-colutnn tarlffs ild except
ill at few east's ttriff tegotittiatiolts ha, ve dtvloit' hllto stttistheil mli trttr()vursit OV'ir
till) relative 'alle of tlit concessions to lie lltd t . 'I'is is rentdterted It alintist
inktl)tsitilt to arrive at aiy ag'reN, tlllit tipoi tilted c(u1ivaltt toelessiotiA .to b uiltdi
by tilt) third party, Il practices, tltire Kre, the colldlitill l ttl'rpretatott ot the
inost.-iavorttd-iatiotl elattse has broken down, In sone cases tile 1United States
has taken the extrole ptosltion of assertilg that the third cotlittry euld tfer lt)
equivalent eolicession because tho value of the original titltessiollc consisted In it'
lting exclusive. Our nmost-favored-nation policy, tltrefor, which ttliLy once
have been justifiable and eleotive, lis becone ste'ri or, illsoar as it Is teftl't'i,
its results are quite different f(onl those originally sought. Insteadi of cottribut.
ing to equality of commercial opportunity among iatiolts, it has Iecole tint sllp-
port of discriminatory reciprocity treaties--a poley again rejected by Cotigross
within tie last few inoitlls *

'"Tie cotditional most-favored-ttatioln prltloipht affords us no security against
discriminations in foreign countries and it this period of rteouistruction wheit
many countries are revising their treaties and reconsidering their grants o most-
favored-nation treatment, the conditional niust-favored-natton priteiple is liable
to be applied against us, as it has been ont one or two occasions In the past. More-
over, since 1914 our interest in tile bmomurcial policies of other national has
increased. Our export trade has grown in volley and variety. We have become
more and more dependent on fotcign sources of raw material. Tile volume of our
foreign investment has expanded. Our selfish national interest, therefore,
indicates this as the time when we should adopt an active policy to safeguard our
interests it markets and in sources of raw material in foreign countries. 'iis
active policy, as contrasted with our passive and negative attitude ill the past,
should consist of a frank abandonment of the conditional most-favored-nation
policy and the adoption of a program of revising and completing our coiiniercial
treats on the basis of the unconditional most-favored-nation principle, that is,
the principle of embodying in commercial treaties reciprocal pledges that con-
cessions made by either party to a third power should be immediately and auto-
matically extended to the other party to the treaty.

"This policy is clearly in line with recent legislation. Section 317 of tile Tariff
Act of 1922 empowers the President to take effective the principle of equality
of treatment in our foreign trade relations. In the words of the conferees, wio
gave final shape to this act:
" 'The United States offers, under its tariff, equality of treatment to all nations,

and at the sai time insists that foreign nations grant to our external commerce
equality of treatment. * * *'

"Now that Congress has taken a definite stand for the policy of equality of
treatment, it would seem to follow logically that itt the revision of our commercial
treaties we should adopt the unconditional'form of the most-favored-nation clause,
Thereby we should establish a treaty bals on which to insist upon equality of
treatment for our citizens and products in foreign markets. The unconditional
form of the tpst.lavored-nation clause is the simplest application to commerciaL
intercourse b tween nations of the equality-of-treatmett principle and tends.
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l)oworfilly to erevent disurhinInatlims against third cotntrJs and ill the ill-fee!ling,
dlistrtiSt, rtallatlwi, and iiitortiatlonal friction hijuldent thereto, * * *

"''tider the 1iicoiliditlonal torin whenl country X has pledged iiomt-favored-
nation truatmulit h) Its treaties with other countries (as aI fat a I ti other loading
coninjeclal niatlons havo done), aiiw cnuoctsgsloi niade tit aijy thn or In a later
treaty by country X to any country Im automnatiually and Immediatoly extended
to all tho nations having mot-favored-natlon treatlem wIth country X. The
result IN that tvwery suh counItry Is assired that so lonig as Its treaty stpulattons
are honestly carried out its eounniree with treaty countries will never be placed
it a dladvantago. Thus, when all uountriom follow the tuconditIonal most-
favored-natlon practIce, quallty of treatment Is guaranteed generally and tOn-
denclos are mot In motion contributing to conzanerolal stablIfty, stapllelty, and
ui nifori ty of tarli" rates, mutual cnfuidonco, and international goodwill.'

Sen1to1 C, AIK. Also I would like to call. attention to the fact that
the I)eparnenrt of Agriculture informs ine that Secretary Wallace
did not include Ie unitedd Kingdom in his figures to show the increase
in United States export tAN agreement an(fI nomagreenent countries
with rofrience to wheat and wheit flour when he supplied the; following
11el01ra11 I m for the record, which is Set out here, and which 1
presunie is the one to which you referred this lnortfing, Doctor, The
niezii oraniditi of the tlhitod' States exports of wheat and wheat flour
to the 11 agreement countries rose from int irinual average of 7.5
million dollars during 1934 and 1935 to an average of 27.9 million
dollars dhuing the three years from 1930 to 1938, This was a propor-
tional rigc of 270 percent. Wheat and flour exports to all other
countries rose only 147 percent for the same period. They went
from 13.6 million dollars for the 1934-35 average to 33.6 million
dollars for the 1936 38 average.

Is that the memorandum to which you referred?
Mr. COULT . I don't know whether it is.
Senator CLARnK. 1 will let it speak for itself in the record,
Mr. Couurzn, . But the Department did include in the 11ouse

proceedings over a space of probably 15 pages-it listed a great
series of important items, and it included the United Kingdom and the
Colonies as among those with whom the agreements had been nego-
tiated even when they quoted the 1938 figures, and the agreements
were not yet in effect.

Senator ClAnK. That is all, Mr. Chairman.
(Subsequently Senator Clark requested that the following letter

from the Acting Chairman of the Tariff Commission to Chairman
I)oughton of the House Ways and Means Committee, together with
an accompanying niemoranduin of the Coin mission regarding certain
points in tei address delivered by Mr. Coulter at Denver, Colo., be
imserted in the record. This letter and memorandum appeared on
pages 914-916, of the hearings held by the Ways and Means Coin-
mittee on the pending legislation.)

UNITED STATzh TARIFP COMUMsmorN,
Washington, February 10, 1940.

Hon. RonawT L. DoUGHTON,
Chairinan, Ways and Mean. Commilee, House of Reprewntatires.

DBAR MR. DoUGHTON: Representative Woodruff, of your committee, while
Assistant Seeretary of State Grady was testifying before the committee asked to
have inserted in the record of the hearings on the extension of the Reciprocal
Trade Agreements Act a portion of an address by the Honorable John Lee Coulter
before the American Livestock Association at Denver, Cola. January 12, IM, in
which address, among other things, Dr. Coulter said: "The lapse in foreign trade,
1920-82, was not related to tariff acts in this country or foreign oountries' -* #."
Mr. Woodruff requested an official report from the Tariff Commission on that
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statement. The 1neanorandum attaclied takes ip the five points which Dr.
Coulter raised in support of that statement in ]ts address aid discumSos them.

3o iOMClt , llyimta, Acting Chairman.

MtIMOIRANDUM liNQUqsTiOD OF T11 'rTA1iird COMMISSION BY MR, WooniuFo
RJ.JiiAItIDINt ClHl'AIN NOINT8 IN '1110 IImiNViOll AmmIliO s' or )il, Coui,/'oit

The extract from Mr, Johli Lee Coulter's address hiefore ntomiers of the Amnr.
eali Livestoek Association iit l)onver, Colo,on ilanuary 12 1940, as submitted
for the r cord by the ltonorable Roy 0. NVnooIrutf, of Michigan, refers to the
followbun five pointIs as r gards th ehliuges in our tariff by the act of 1930 and
it regar(s thi chairiges in trade botwen 11121) and 11)32:

werk) left, on the free list ***
(2) "* * * that the decrease in vale of Iniports ol the free list wea exactly

at the saine rate as decrease In vahue of dutiable tImport,"
(3) "

*  * * that value of exports to all foreign countries fell to exactly the
salle rato * * *.

(4) "Tiho cobhinod redtctlon In value of world Inlports Into 109 countries repro-
sclts a decrease of about 0 liorceit between 1020 and 1932. lit other words.
the decreAlse in the world as a whole was ahulost exactly the same as the decrease
in the ULnited Rtatvs.''

(5) "What has bee said with reference to the falling oll in value of Itnports
applies equally with referee to value of exports,"

'T he data available with respect to the above points are as follows:
Point 1.--In 1929, 011.4 percent of the total Imports (for consumption) into the

United States entered free of duty. In 1931, after the passage of tile Tarill Act
of 1930, the ratio was practically the sante, 00,6 pwreont, and li s 32, during the
middle of which revenue taxes, having the santo effect as duties, were imposed oil
several important articles that had been free of duhty in 1929, the ratio was again
subsitantlally the same, 00.8 percent.

The uniformity of theme llgures, however, niust be considered In the light of the
following facts:

(1) Tle Tariff Act of 1930 transferred from the free to the dutiable list articles
of which the imports in 1929 had boon about $212,000,000 and transferred from
the dutiable to the free list articles of which the imports had been about $41,-
000,000. If these shifts from the dutiable to the free list, and vice versa, are taken
into account it will be found that of the total inports in 1929 those which were
free of duty folowing the act of 1030 accounted for 62.4 percent as compared with
the 60. percent which entered free in 1929.

(2) In June 1932 unnnanufactured copper and petroleum, which had boon free
of duty in 1929 and remained free uner the Tariff Act of 1930, were subjected
to Import excise taxes, the effect of which is tile same as that of duties. There
were, however, iumportant qualifications as to the application of these taxes, as set
forth herinafter. Ani import excise tax was Imposed also on lumnber, including
that which had been transferred from the free to thle dutiable list by thle act of
1930 as well as on lumber of other species that had remained free of duty under
the act of 1939.

The total imports hi 1929 of copper, petroleum, and the cla.es of lumber
which remained free under the Tariff Act of 1930 were valued at $304,000,000.1
It is impossible, however, to use this figure for the purpose of adjusting the ratio
of free to dutiable imports ho 1929 as was done above in the ease of the shifts from
the free to the dutiable list made by the Tariff Act of 1930, for the following
reasons: The revenue tax on imported copper actually consumed in the United
States is 4 cents per pound, but copper may be brought in free under bond for
smelting or refining, the finished product being exported, or if the tax is paid,
there is a drawback if the copper enters into manufactured articles which are
subsequently exported. As a matter of fact, nearly all the copper which has
been imported since the tax was enacted in 1932 has been free of tax or has had
the benefit of, drawback. In the case of the taxes on petroleum there is a pro-
vision that fuel oil for bunkers shall continue free, and a considerable proportion
of the imports of all petroleum since 1932 have entered free under this provision.

The Revenue Act of 19t2 Iklac imposed a tax on Imports of coal provided that It should not apply on i,1.
port from rany country which took more ooal from the United Btates that It snt to the United state. BY
reason of mo-fav nation agroeeints,.thls exemption was later applied-to Iipors from certain other
ooumtrl% even thq!l imports from them were greater tha out exports to them. The amount ef teal whh

is actually paid the tat Is relatively small, and the figures are disregarded In tl I aCalysIs,
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])lDsIgardhig these eimiplexities regarding the Import excise taxes, it Is aiparent
that if there has been tio change In the relative Importance of dliforent Ii vidual
commodities In the trade (as affected by quantity and price) the proportion of
imports entering free of duty in 1132 would have been lower thn thin proportion
entering free of duty i 1920 by substantially the difforenco between tie two per-
centages given abovo (0.4 and 024), lit there were deei(id change i the
relative Imnuportalce of the iidividual conolloditios, and It iM those which caused
tile proportion of Itnports actually entering free in 1932 to be slightly higher than
the proportions actually enterig frein h) 1929, Thoso changes iII the relative fIn-
portaince of eonlinodliti¢s were do Ili part to the fact that Inrtises in rates of duty
(inluidhig triilosfers from the free to tile diltliab list) by the Tariff At of 1930
tenlded to caue it greater dciirease Il the imports of many dtihblo articles than
occurred In the imports of articles wit h renaiiled free of duty, consiieredi as a
group, and in part to factors growing oult of tie depression which affected iiporto
of difforelit coinimoditlos in different degree.
Tho number of articles on it nation's free list and the proportion of Its Imports

actually entering free of duty may or may not give all lnditatiori of Its tariff
policy, Eveii i cotintries which pursue a high tariff policy there is ordinarily a
conisldlerahle fro list, consisting largely of commodities which the country cannot
produce at all or produces oily In quantities Itsiufficioent for domestic rentiire-
ments. 'rh'ee free artiles may conitltlitao a high percentage of total imports
because of the restrictive effect of cities on Imports of cotmpetitive articles, If
the cities of as coiitry oil competItIve articles werO high eiuoili to b( practi-
cally prohibitive, the p'roportioi of duty-free goods In Its actual imports would
aiptoirach 100 )erceit,

Point 2,-If the Imports (for consumiptioi) actually entered free of dilty In
1920 be coml)ared with the Imports actually entered free of (ity ill 1032," the
percentage decline would lie almost identical with that In the dutiable imports,
namely, 09.3 percent for the free acticles and (9.0 percetit for the (utiablo, This
practical Identity of the two percentages of decrease necesarily follows from the
practical identit of tile two percentageo given In the first paragraph of point 1.
All the observations made with respect to point 1 apply equally to point 2,

Point R.-The total value of United States imports (general)2 from all coun-
trtes declined between 1929 and 1932 from 4,309 to 1,323 million dollars or by
60.0 percent. The total value of United States exports (including the small
reexports of foreign goods) declined from 5,241 to 1,611 million dollars or by
69.3 percent.

Point .,-Deoreascs in Imports of the world (109 countries) and In the imports
(general) of the United States between 1920 and 1932 are compared in the
following table:

IMillIons of dollarsl

1929 1032 Percent

United States................................ . . .............. 4,3. . 1,32 .. h-6 .9
Other countries ................................................... . , ,137 ii, e09 -69.8

Total (100 countries) ............................. 35,580 13,0321 -6O.S

Point 6.-Decreaaes in the exports of the world (109 countries) and In the
exports (including reexports) of the United States between 1929 and 1932 are
compared in the following table:

tMItBlom of dollar]

United Statea ..................................... ,241i 1,611 -0N.
Other countries .................................... ,._..7_,79 11,001 -60.1

Total (109 oountrtes) ...........................................izS2,j 12, 618 S1.6

I For the purpose of comparing the proportion of free and dutiable Imports, it is more approprIsle to use
imports for consumption as to point I; but for comparison with exports (Including rexpor) and fore mo-
parltou with the trade of other countries general imports, Including some articles whic r araubmsequently
reexported, are the more appropriate bsis.
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Mr. COULTER. May I make one reference? I was asked the ques-
tion this morning by one of the members of the committee with
reference to wages and only gave a partial answer. I would like, if
I may, to supplement that in the record immediately following the
part included in my testimony when I come to look over the record,
if I may.

The CHAIRMAN. There is no objection.
Mr. COULTER. Just during the recess I find that in fact the average

money hourly earnings of the manufacturing industries in the United
States did increase from an index of 100.5 in 1934 to 116.1 in 1939,
which is about 16 percent increase iii money hourly wage.

In money weekly earnings, it increased from 72.3 to 90, which is
an increase of 18 points.

In real weekly earnings, which would take into account the differ-
ence in cost of living, from an index of 91.1 to 105.8, which is 17 percent.

Those figures come from the National Industrial Conference Board.
The Department of Agriculture publishes a somewhat similar figure
for industrial wages, but they only use wages in the manufacturing
industries in New York State, and the wage index there increased
from 183 to 217.

Senator LODGE, Are these wages confined to those industries
which have been the subject of trade agreements?

Mr. COULTER. No.
Senator LODGE. Can you (10 that?
Mr. COULTER. I doubt it, but I will be glad to include that if

I can find the data,
Senator LODGE. I think that would be very pertinent.
Mr. COULTER, Let me add just one other sentence, that the Bureau

of Labor Statistics show that the average hourly earnings in all many-
facturing industries has increased from 54.8 cents per hour in 1934
to 63.9 cents per hour, an increase of about 9 cents an hour, or a gain
of about 15 percent, between 1934 and the last report available.

I would like also, if I may, because the question was asked and there
was some discussion, to supplement with a page or so such data as
are available so that it will be available in the record.

Then I wonder, Mr. Chairman, whether it would be reasonable for
me to ask that my brief statement of some 7 or 8 typewritten pages
be printed consecutively as a straight statement rather than scattered
through a lot of discussion, so that the Members of the Senate who
might want to look it over would get the full statement concisely
without all of tie intervening discussion. Would that be taking up
too much space in the record?

The CHAIRMAN. It would not be taking up too much space, but to
put the questions in one part of the record rather than as the record
developed, might not be intelligible. There is no objection if you
want your statement to be printed as you suggest.

(The data requested were furnished and are as follows:)

Hon. PAT HARRISON, WASHINOTON, D. C., March 4,1940.
ChairmA, Senate Finance Committee,

United States Senate, Washington, DA C.
HONORABLE SIR: On Friday March 1, when 1 was before the Finance Coin-

iittee as a, witness in connecion with the proposal to extend tho feoiprooca
Trade Agreements Act (asprovided in H. J. Res. 407), the question was asked
whether there had been any important change in the average hourly earnings for

AMU
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wage earners in manufacturing establishments between the time of the passage of
the original Reciprocal Trade Agreements Act and the present time. I did not
have detailed data immediately available, but promised the committee that 1'
would submit a brief statement to accompany my testimony. Authorization to
do this was approved by you as chairman.

Attached hereto you will find a brief table comparing average hourly earnings
for wage earners in 25 manufacturing industries in December 1034 with December
1939, You will note from the table that these averages have been compiled from
the reports of the National Industrial Conference Board.

Sincerely yours, .Joms Lan COUmBn,
Consuting Economist.

National Association of Manufacturers.

Comparison of average hourly earnings for wage earners in R5 manufacturing indus-
tries December 1934 to December 1930

Industry December December Percent of

1934 10.9 increase

25 manufscturing induistries ............. .............. 0.594 $0,776 +30.6
Agricultural Implement ..................................... ..446 ,810 +26.4
Automobile .................................................. .765 , +28.1
Boot and shoe .......................................... .. 543 0)7 +11.8
Chemical .................................................... ..606 .A0 +33.6
Cotton, north .............................................. .438 .546 +2 7
Electrical mnnfacturing............................. ......... 671 .852 27.0
Furniture ................................................ . 5614 .670 T3. 5
Hlosiery and knit goods............... ...................... .626 .601 +28,6
Iron sund steel.............. .............. .................. .680 .850 +8.8
Leather tanning and finishing ................................. . 68 +2m.3
Lumber and uilivork... .......................... . 48 .682 +40.0
Meat packing.. ........................................... .0 .716 +27.9
Paint and Varnish ............. ........................... . .670 .739 -29. 6
Paper and pulp .......... ............................... .. .658 .48 0 23.8
Pauer p ductq ...........................................8 680 i31.3
Prnting:

Book and Job ............................... .719 .013 +27.0
News aud magazine .......................................... .864 1 -33 121.0

Rubber ........................................................ . 772 .676 +20.4
Silk .......................................... ........... 5& .582 +5.8
Wool ....................................... 616 .6 68 +27.8
Foundries and machine e shop.... .... ............................ . 84 .772 +$2.2

1. Foundries. ............ ...........................6. . .760 +77. S
2. Machines and machine tools ............................ . 629 774 +23 1
3. leavy equipment........ ................................ .624 .788 +2 3
4. Hardware and smaIll parts ................................ 637 .786 +s0.Q
6. Other products ......................................... :67 .748 +29. 0

source: National Industrial Conference Board.

Mr. COuLmTE. That is, the complete statement would be shown so
that it would be possible for the members of the Senate, if they so
desired, to read it concisely in its inunterrupted text.

The CHAIRMAN. There was one gentleman asked that his full state-
ment be printed so that lie could get some extra copies, but, I suppose
the National Manufacturers Association can afford to (to that.

Mr. COULTER. It is only that members of the Senate might have
consecutively the five or six points which I had prepared.

The CHAIRMAN. Do you think it is possible to put the questions
in one place and the statement in another place conecutively? If,
as a matter of mechanics it can be done, I will say that there is no
objection. You do not tbink that the questions that have been put
&dd to the statement?

Mr. COULTER. Yes; I think they decidedly do. They gave me an
opportunity to amplify, but there is a consecutive relationship of the
five or six points which I tried to make, and some of the members
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might want to see the whole story and then go back and review the
discussion on the particular points. And may I have an opportunity
to look at the record so that I may make any necessary revisions?

The CHAIRMAN. You will have that privilege.
Mr. COULTER. Thank you very much.
(By direction of the chairman, the prepared statement of Mr.

Coulter is printed at this point as follows:)
Parties represented.-A list of organizations in the upper Mississippi and

Missouri River Valleys in addition to the tariff committee of the National Associa-
tion of Manufacturers, who invited me to make a detailed objective study of
the reciprocal trade agreements program and to represent thtm before the Con-
gress of the United States, will be found in the proceedings before the Ways and
Means Committee of the House of Representatives and need not be repeated here
unless desired by the committee. The desire here is to avoid repetition.

Position taken..-I shall not repeat in detail the definite position taken by the
National Association of Manufacturers or the many other organizations repre-
sented by me, nor restate the many reasons presented before the Ways and
Means Committee why the reciprocal trade agreements program should not be
continued; or if continued, why agreements entered into should either (a) be
approved by the Senate as treaties, or (b) by both Houses of Congress as legisla-
tion intended to produce revenue or to regulate commerce.

Statistical and economic studies.-All of the statistical data and economic
studies bearing upon these different aspects of the subject are now readily available
in the printed hearings before the Ways and Means Committee and need not be
repeated here unless desired by the Finance Commit tee or developed for discussion
in response to questions which may be raised.

1. GENERAL DOWNWARD TARIFF REVISION INCONSISTENT WITH ENTIRE SERIES OF
PROGRAMS TO ADVANCE DOMESTIC COSTS, PRICES, NATIONAL INCOME AND REV-
ENUE FOR THE NATIONAL GOVERNMENT

Perhaps the most outstanding characteristic of national legislation and admin-
istration for several years has been the tendency to develop policies, each and every
one of which has pointed in the direction of higher wages, shorter hours, higher
taxes, and a multitude of other charges, all pointing in the direction of higher cost
of production, higher prices, and reco'ery of national Income to the levels of the
post-war decade, 1921-30. It has beun generally argued that when this broad
program has been largely accomplished, revenue for the National Government wille ample without any new and additional taxes to balance the Budgct and begin a
liquidation of the national debt. Efforts have been made to harmonize money,
banking, currency, and credit policies with those charges indicated. But when it
comes to treatment of foreign trade, the whole program has been reversed, and
Instead of selective adjustment of so-called barriers to international trade care-
fully balancing each concession made by the United States against some concession
made by a foreign country, the policy adopted seems clearly to indicate a broad
general downward revision of the tariff in direct conflict with efforts to improve the
wage-hour structure for labor and the price structure for agriculture.

I. DEBTOR-CREDITOR STATUS OF TIlE UNITED STATES AND RELATIONSHIP TO TRADE-
AGREEMENTS PROGRAM

Proponents of the reciprocal trade agreements program continue persistently
to point to the shift front debtor to creditor status of the United States between
the pro-war period 1910-14 and the post-war period 1920-29. This one change
in international economic status is constantly cited as sufficient justification
for a complete unilateral downward revision of the tariff in order to stimulate
a very large increase in volume of imports due (it is said) to the new creditor
status of the United 3tates. In this connection, two tremendously important
factors seem t6 be constantly kept out of the picture:

(1) Leaving aside the 10- or 12-billion-dollar item of debi between European
governments and the Government of the United States, statistics published by the
United States Treasury and Department of Commerce would Indicate that there
is a great questibn of doubt whether the United States Is now a not-creditor
nation. In other words, investments of American nationals in foreign areas
have been tr mendounly reduced during the last 10 years whereas investments
of foreign nationals in the United States have tremendously increased, so that our

404
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investments abroad and foreign Investments in this country may at the present
time be not far from balanced. In other words, the arguments constantly
presented some years ago for a general downward revision of the tariff because
,of the shift from debtor to creditor status for this country no longer have such
merit as they seemed to have at that time.

(2) The other group of factors quite generally waved aside and given little or
no consideration is the fact that foreign trade (total volume of exports and imports)
during recent years have represented no more than one-third of the total volume
of international payments. Gold, silver and currency movements have become
an overwhelming factor in international economic relations, and finally, such
service items as freight, insurance, remittances of interest and dividends, immi-
grant remittances, travel, and a host of other items account for an extremely
large percentage of total international payments. What is needed in this country
more than any other one thing (in connection with our foreign economic relations)
is a current record of transactions between the United States and each of the
several foreign countries. This must include not merely movements of commodi-
ties, but payments of every character and investments and indebtedness of every
sort.

IIJ. THE PROBLEM OF FLEXIBILITY

Much was said before the Ways and Means Committee of the House of Repre-
sentatives and in the debate before the House with reference to flexibility. But
some would make it appear that the so-called flexibility provisions of the Tariff
Acts of 1922 and 1930 were quite dormant during most of the period and that
little was accomplished while in contrast, they would make it appear that the
reciprocal trade agreements program is truly flexible. An objective survey of the
two systems clearly indicates that the provisions of the acts of 1922 and 1930
provided substantial flexibility. Attached hereto is a one-page exhibit setting
rorth the extent to which investigations were carried forward under the acts of
1922 and 1930.

In contrast, an objective study would seem to disclose that flexibility Is almost
completely absent under the reciprocal trade-agreements program. Rates of
duty or present rates are bound against change for a period of 3 years except
as a result of negotiation between this country and a foreign country. If a
foreign country is unwilling to negotiate, then it would appear that our own
government is bound against change for a period of 3 years. Even court review
or investigations under the provisions of section 336 of the act of 1930 are elimi-
nated. What has been said with reference to binding items on the free list or
binding present rates equally applies to the new lower rate structure incorporated
In the agreements. And It applies likewise to the levy of new excise taxes or other
revenue measures which might otherwise be provided by Congress. In substance
it would appear, in fact, that a large degree of flexibility was provided under the
Tariff Acts of 1922 and 1930 whereas an extremely rigid program is being inicor-
porated under the reciprocal trade agreements which are being negotiated.

IV. ATTEMPTS TO SECURE MITIGATION OF FOREIGN TRADE BARRIERS IN THE FORM
OF FOREIGN CONCESSIONS TO THdE UNITED STATES, AS A BASIS FOR INCREASING
OUR EXPORT TRADE, AS A MOTIVE FOR NEGOTIATING RECIPROCAL TRADE
AGREEMENTS

Thus far, during the proceedings before the House of Representatives, great
stress has been laid upon the idea that under the reciprocal trade agreements
program the United States has been able to secure many so-called concessions from
foreign countries intended to mitigate foreign trade barriers thus resulting In an
Increase in the volume of exports from the United States. in this manner it has
been urged the United States might at least hope to recover some of the foreign
market formerly held for surplus agricultural products in the United States In
addition to certain commodities of mass production. It has been argued that
directly this would aid in the solving of the farm problem and indirectly b pro-
viding employment ii factories for the export market, woud likewise aid in the
solving of the farm problem. Statistics were presented before the Ways and
Means Committee to demonstrate that ani objective analysis of our export trade
does riot disclose any measurable benefits coming to the United States as a result
of thle so-called foreign concessions. In other words, ile undoubtedly foreign
countries have made gestures of friendship in te form of so-called concessions to
us, they have proceeded to increase rather than decrease all manner of other de-
vices such as (a) quota systems with licenses, permits, oo., (b) exchange control
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programs, including blocked exchanges, etc., sometimes as an important revenue
producer, (c) barter arrangements, compensation agreements, etc., (d) internal
regulations and controls such as in the use of imported products in combination
with or in lieu of domestic materials, and (e) a dozen other miscellaneous schemes,
all having the same general effect as complete revision of their own tariff structure.

It would seem that the only objective approach would be to attempt to measure
the results secured from the so-called foreign concessions in trade agreements thus
far put into effect.

The first trade agreement negotiated tinder the present program did not become
effective until September 1034. We may, therefore, take the first 8 months of
1934 as the last substantial period prior to the first trade agreAment. It is unsatis.
factory to go back to an earlier period such as 1932 or 1933 because of the coin-
plete change in international mo etary relations due to currency devaluation,
and so forth. In contrast, after September 1 1939, a new World War had en-
veloped the leading countries of Europe. We may, however, take the first 8
months of 1939 as the most representative recent period available especiallyy
since the new Canadian agreement and the agreement with the United Kingdomi
became effective January 1, 1939).

Attached hereto is an exhibit showing a comparison of our exports during the
first 8 months of 1934 with the first 8 months of 1939. During the period in
question, trade ivith 5 foreign areas was in constant or intermittent chaos due to
invasions, revolutions, declared or undeclared wars, moral embargoes, economic
sanctions, trade discriminations, etc. These five were Germany (including
Austria and Czechoslovakia) Italy (including Ethiopia and Albania), Spain,
Japan, and China (including Manchuria and the Chinese ports).

It would seem desirable in any objective analysis in the change of the export
trade of the United States to segregate these from the total export trade. That
has been done in the table submitted. The balance of our export trade is then
divided between exports to trade agreement countries and exports to the other
non-trade-agreement countries. Without going into detail at this point, it is
sufficient to note that the statistics of the Government disclose no apparent gain
in our volume of exports to the countries with which trade agreements have been
negotiated.

V. FOREIGN EXCHANOE DEPRECOIATION IS A FACTOR IN TRADE-AGREEMENTS PROGRAM

Foreign trade is probably affected more by changes in currency values In
different countries than by changes In tariff rates. During the past 8 years there
have been more fundamental changes in currency ratios than in rates of duty.
Practically every important nation engaged in foreign trade has passed through
a period of depreciation. Ratios between the currencies of the several nations
change almost from day to day. In. this field there are unquestionably more
chaotic conditions than in any other phase of international economic relations.
What the days, or months, or years ahead of us have in store no one can accurately
foresee.

Changing rates of duty at the present time is the most hazardous in the, history
of modern business, so intimately related are the changes in currency values. We
are well aware of the fact that escape clauses are included in trade agreements and
that the administration has taken certain precautions, but it is impossible for the
administration to know the hundreds of thousands of individual transactions in
foreign trade which take place from day to (lay which are disastrously affected be-
cause of the impossibility of rimaking adjustments under escape clauses, ha ever
well-intentioned they may be.

It is our judgment that further trade agreements should not be entered into,
but if they are to be continued, provision should be made permitting immediate
cancelation of the trade agreement in the casi of any country as a result of further
currency manipulation or changes in currency rations. If such a provision cannot
be included then provision should be made providing for the automatic application
of compensatory duties equal in amount to the extent of foreign devaluations. If
this provisloqsvere included as an immediate protection) to American agriculture,
industry and labor, supplementary provision might then be added for conversa-
tions to proceed looking toward such adjustments as might be deemed desirable.
The important thing Is that there should be automatic protection granted rather
than merely a provision for a long, drawn-out discussion between the Government
of this country a'nd the government of some foreign country,
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V1. MOST-VAVOBND-NATIQN TREATMENT

The National Association of Manufacturers recognizes theplace of most-favored.
nation treatment in commercial treaties. We, however, call attention to the fact
that reciprocal trade agreements are a very special or distinctive type of com-
mercial treaty. Over a long period of years this subject has been under discussion
and we have always taken the position that reciprocal trade agreements should
be bilateral in character. Being bilateral in character, concessions granted by
this country or received from the other country obviously cannot be extended
under any most favored nation arrangement.

We desire also to call attention to the fact that there are two very distinctive
types of most-favored-nation treatment; one of these is the conditional, the other
is the unconditional.

The argument in favor of using the conditional most-favored-nation clause in
connection with reciprocal tariff agreements has been well expressed as follows
by the United States Tariff Commission, composed of such experts as Dr. N. W.
laussig) Dr. Thomas Walter Page, and others in its special 1919 Report on
Reciprocity and Commercial Treaties, page 42:"The evidences show that the conclusion of recilprocity treaties is likely to lend
to claims from States outside the agreement, which, if granted, will defeat the
purpose of the treaties, and which, if not granted, occasion the preferring of a
charge of disloyalty to treaty obligations. The practice of making reciprocity
treaties requires the conditional construction of the most-favored-nation clause.

We very definitely oppose the application of the unconditional most-favored
national treatment as a feature of such reciprocal trade agreements are are
negotiated. Even when extension is granted under the conditional procedure,
it would seem of the utmost importance that all foreign countries, in each easo,
make clear that they are extending concessions to the United States in return
for concessions granted by this country. In the past we have, in fact, been
extending all of our concessions to approximately 100 different tariff or trade
areas and receiving me.t-favored nation treatment only from the small number
with whom trade agreements have been negotiated or with which most-favored
nation commercial treaties are in existence.

TARIFF COMMISSION OPERATIONS UNDER FLEXIBLE TARIFF PROVISIONS

Section 315 of Tariff Act of 1922, Section 336 of Tariff Act of 1930
Applications for rate changes.-(l) By Congress or committees; (2) by Presi-

dent; (3) by importers for lower rates, etc.; (4) by farmers, laborers, and manu-
facturers for higher rates or other changes; (5) by Commission action.
Number of applications:

Und6r sec. 315, Sept. 22, 1922, to June 17, 1940 --------- _--------- 603
Under see. 336, June 17, 1930, to November 1939 ----------------- * 289

Few since June 1034 ------------------------------------------ 892

Duplications:
Under sec. 315 -------------------------------------- ---------- 170
Under sec. 336 -------------- --------------------------------- 0

Net commodities covered by applications ------------- --- 716
Indicating how generally acts of 1922 and 1930 were believed to be satisfactory.
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United States exports (iticluding ree sports) first 0 months of 1934 and 1610, by qroupa
of ontifriei
[P.000 dollsral

Ine0reose 1931 oeor 1934
1934 193 .

Anoetu Porcoot

Trotl exports to All eotrle .... ........... . 1, 030,0583 1,419, 427 87, 374 3i1,

A. Cotntlrlo ilvolvd It %varn, rtwvolulIons, kite..
GOater ierlLAny ........................... 72,(W5 39, 382 -4,273 -47.1

G eorrtmlnt .......... y..... ............. 70,631 940,4 -30,,04 7 - 50, IA uatrl . I ,........ . . .. .. . .. ......... 784 ......... . ......... .. ......... _
tl el oslovakl 1,2l ............ ', 240 3 731, 0 .W 203A

S t a i r at,007 20,618 -4,72 -16.2Srt r, ..................... ... .. ... . .. . t,0 l 1S -4,7 - 5,
It. . ... 11), 3( 7,(1 -12, 367 -ti9. 1

1n, It~hlllng ~gi ltrls ................. 43, 4091 44, 940 1,41 3.
Cina ............... tiw, ()411 29, 793 - 12,112 i -1321
IlillIg Kongl ............................ 1 994 1(, 9:12 7, 428 211. U
KWAltu ................................ 2,048 , 122 i0, 219 31)4.

J a l n ........................................... IN), 034 It 1, 10 7 20,40:1 22. 6

TOW, w911elokon stales ..................... 37,249 27, 745 -9,101 -11.4

All other oottntrles (groups 1) lid C blow) ...... 778,808 1,1870182 408, 874 92.9

Tr, a'e-agroonlket oounltrsit:
901IR111 ............ ................... 27,908 58,98)) 9,712 20.0
Swotln ......... . ........ .............. 19,070 19,1 tH8 23, 9i2 1M. 0
W II tlatild .................................. 4,420 9,974 1,4&4 32,

FlnAILd..................................... 2,499 " 9,397 3,762 110.7
Netlhrlands . .. ... .................. 28o119 41, 9114 12, 905 44.8
Netherlaa Posswt911(8........................ 1, 792 3, 973 24, 821 230.0
Fraeo. ................................... 112,915 70,301 7,381 11.7
Fronch Coonlial V10w ..r ................ ... 9 11011 0,633 4,017 71.0
U nlted KIlngloui .......................... . 172, 008 229,733 57,72A 33.5
lrlitlsh Colonial nlill o ..... ................... 2,11113 1, 368 16, 23 90,7
Canada............... 149, 84(1 21?, 708 51, 211 94.0
Five Central Alerloatl lopubl ................... 8, 80 14,4842 61 M12 1M.6
Haiti ..... _................................... 1,922 2,202 340 17,0
Colombia ......................................... 19, 00i I 21,80 14, 571 140.7
Brail .................................... 18,071 93,307 14, 09 78,7
Hlelador _ ................................. 1, 111 2,181 1,070 91.3

Total, tratol-sroanint oouutrlo ............... 89,790 787, 89 248,109 49.9
Cubi ............. ......................... 21,402 30,480 15, 078 70.4

Total, loehtitig Cuba ........................... 91, 192 124, 379 2164 45.8 !

0. Nontrado-agroeniont counLrlM:$ Total, noll-trado-
agroilett countllit% ....... 2.........2....... : ..... 21,120 374,238 193,115 09.2

I Excluding those Involved In revolutions and declared or undoclared wars,

Many applications were disnissed without prejudice by the Commission after
the sort of preliminary survey now mado undor Rcoiprocal Trade Agreements
Act (a study of domestic consumption, production, exports, imports, prices, ete.).
Applicants wero advised that after a review of those data, now applications might
be made. Worthy cases were carried on.
During the f(ll period there were withdrawn:

Applications under see. 315 ------------------------------------- 0
Applications under see. 330 .................................... 10

Applications dismissed without prejudice after preliminary Investigation
seemed not to justify cost of production investigation:

Under see. 315 ------------------------------------------------ 147
Under sec. 336 ---------------------------------------------- 152

Applications pending under sec. 315 when act of 1930 was passed and
pending applications were dismissed under soc. 336K ---------------- 104

Total disposed of in this manner ------------------------------- 410
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Jnvestigations ordOr(d:

iior ouo, 315, applications covorod -------------- ........ 176
nelor se, 336, appiicmions covered .............. ......... 123
Combinod, application covorod ............. 1 209

Total ai)pplcatlorin accounted for ..... ... . 718
Cost of production stiie or dotailod surveys ordered: fft' ==

Number of coinioditis under see, 316 ....... 83
Number of counnioditieo under moo, 330 ....................... 114

107
I Irielmlde 2 cropi rottiriled by tho Prsident for furtior sttidy.

Tino CIAIntMAN. The next witness is Mr, Howard 1. Young, repro-
sonting the National Association of Manufacturers.

STATEMENT OF HOWARD I, YOUNG, ST. LOUIS, MO., CHAIRMAN
OF THE TARIFF COMMITTEE OF THE NATIONAL ASSOCIATION
OF MANUFACTURERS

The CHAIRMAN. Did you appear before the House committee?
Mr. YouNo, Yes I did.
'rho CHAIRIMAN. You nmay proceed.
Mr. YovNo. Mr. Chairman and gentlemen of the Finance Commit-

tee of the Senate:
.I wish to present you, as chairman of the Tariff Committee of the

National Association of Manufacturers, the conclusions and recom-
mindationis of that association and of the Annual Congress of Ameri-
can Industry, held under its auspices in New York City, I)ecember
6 to 8, 1939, with respect to the further extension of the Reciprocal
Trade Agreements Act now receiving your consideration,

The tariff committee of the association is composed of some 35
members engaged in a variety of small and large manufacturing opera-
tions throughout the Nation. It is a standing committee which,
among other things, has made a continuing study of the operation of
trade agreements and these studies, conclusions and recommenda-
tions were, in turn, submitted to the association and to the Congress
of American industry with an attendance of more than 2,000 manufac-
turers operating in most of the States of the Union. I should like a list
of the members of our committee to be incorporated in the record.

(Same as follows:)

NATIONAL Assoe IAloN OF MANUFACTURER' TAuxrp COMmiTr, 1039

Chairman: Howard I. Young, president, American Zinc, Lead & Smelting Co.,
Inc.

Vice Chairman: A. C. Ackerman, president, Ackshand Knitting Co., Inc.
Fritz Anfeld Textile Machine Works.
Royden A. Blunt, vice president and general manager, Buck Glass Co.
P. W. Bond, president, Modern-Bond Corporation.
Henry S. Bronfley, president, North American Lace Co.
Willard D. Brown, president, Continental Mills, Inc.
Roe S. Clark, treasurer, Package Machinery Co.
L. J. Cox, assistant sales manager, Richardson Corporation.
H.-L. Derby, president, American Cyanamid & Chemical Corporation.
P. C. Everest, president, Marathon Paper Mills Co.
Wirt Franklin, president, Franklin Petroleum Corporation,
G. Richard Freling, vice president, Erie Resistor Corporation.
P. J. Gibbons, secretary-treasurer, Vanadium Corporation of America.
J. W. Hooper, comptroller, American Machine & Foundry Co.
N. C. Jamison, president Satk River ',umber Co.
Mark Kelley, manager, Ozark Chenn..al Co.
J. L, Knipe, assistant director foreign department, Armstrong Cork Co.



RECIPROCAL TRADE AGREEMENTS ACT

Fred IE, Loud, president, Murray Oil Products Co.
R. W. MagIll, president, the Kansas Milling Co.
A. E. Mallon vice president, Pillsbury Flour Mills Co.
William L. Monro, president, American Window Glass Co.
W. W. Nichols, assistant to chairman, Allis-Chaimers Manufacturing Co., Inc.
C. M. Nicholson president Master Rule Manufacturing Co., Inc.
V. S. Quinlan, Robbins & Myers, Inc.
F. H, Ransom, president, Eastern & Western Lumber Co.
R. J. Reynolds, vice president, Summer & Co.
J. R. Saville, president, The Pyrites Co., Inc.
Hugo N. Schloss, treasurer, Liberty Lace & Netting Works.
Karl B. Schinkman, president, York Band Instrument Co.
W. H. Stanley, vice president and secretary, William Wrigley, Jr., Co.
J. B. B. Stryker, president, Perkins Glue Co.
I. N. Tate, vice president and secretary, Weyerhaeuser Sales Co.
C. T. Treadway president the Horton Manufacturing Co.
Guy A. Wainwright, president, Diamond Chain & Manufacturing Co.
B. B. Williams, president, the Cooper-Bessemer Corporation.

Mr. YOUNG. The conclusions reached by the committo with re-
spect to the extension of the Trade Agreements Act approved by the
association and the Congress of American Industry, are as follows:

Conditions in international trade are so chaotic at present that it is recom-
mended that the National Association of Manufacturers oppose negotiation of
further trade agreements, including the revision or expansion of old agreements.
Further expansion of the present program would not be in the interest of agri-
culture, industry, and labor.

The National Association of Manufacturers also recommends that when the
Reciprocal Trade Agreements Act expires in June 1940, its further extension in
its present form should be vigorously opposed.

We reaffirm our historic position of over 40 years in support of the basic theory
of reciprocal trade agreements between nations, but any sound program for such
agreements should provide that:

1. They be made only on a bilateral basis;
2. They be based on the findings of a nonpartisan scientific fact-finding com-

mittee whioh would give all interested parties full opportunity to appear; and
3. They be approve,' by the Senate.
These recommendations are based on the following considerations:
1. Its appraisal of the results of the program over the 5 years of its operation,

as embodied in its report.
2. Further reductions in our tariff duties violate all principles of 'prudence In

view of the present chaotic conditions Ind the wholly unknown post-war situation,
3. The trade-agreements program in its present form of administration has

abrogated one of the most Important principles ever written into the United
States tariff laws-the principle of flexible tariffs providing for changes up or
down as changing conditions may warrant.

4. Unfavorable implications as to the effects of the program at the end of the
war.

Dr. Coulter has presented the appraisal of the results of the pro-
gram in his appearance this morning.

Before proceeding further, let me make a preliminary observation
with respect to the National Association of Manufacturers in relation
to tariff policy.

It is not a "high tariff" or "low tariff" organization. The difference
of opinion among its members with respect to specific rates for any
industry or commodity is as great as will be found in Congress. The
association never, at any tne, has dealt with specific rates. It
has, however been concerned about the means by which proposed
rates should 6 e determined. It originated and, for many years, ad-
vocated the establishment of an independent, nonpartisan, semijudi-
cial Tariff Commission charged with a continuing study of the tariff,
remaining an agency for its flexible adjustment upon progressive and
accurate fact finding with relation to the comparative cost of produc-
tion at hothe and abroad.
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The Tariff Commission was thus to remain a fact-findiqg body
advisory to the President and the Congress, Congress at aN' times
being the policy-making agency. Furthermore, the association has
always advocated and supported the negotiation, under normal con-
ditions, of appropriate trade agreements by the Executive, bilateral
in character and securing an exchange of reciprocal advantages lim-
it d as nearly as practicable, to the specific nations involved.

IKiay we (irect your attention to the fact that when the Trade
Agreements Act became effective the unconditional most-favored-
nation clause was applicable to some 23 commercial treaties. Now, it
automatically aphes to any trade agreement negotiated and pro-
claimed or whicli may be in the future and substantially all nations
except Germany and its instrumentalities or any country found to be
discriminating against the foreign trade of the United States.

We ask you to note further that all the trade agreements now in
effect have been made for the maximum permissible period of 3 years
and those which have expired during the life of the statute have by
its terms been automatically renewed for an indefinite period, subject
to termination upon not more than 6-months notice. It is likewise
important to note that the authority conveyed by the terms of the
statute includes the right to agree to a reduction or increase of specific
duties within a range of 50 percent. Also included is the power to
modify or repeal importat restrictions, and the negotiating authority
hms interpreted its l)owers to include the modification of excise taxes
and no agreement that they shall not be levied in the future during the
life of particular agreements.

With this preliminary statement I beg to summarize our reasons for
urging that this expiring legislation ought not to be renewed at this
time and under existing conditions.

The CHAIRMAN. I had understood that it was not a unanimous
recommendation of the committee.

Mr. YOUNG. That is true. It is a majority recommendation. The
committee of 35 all voted for the recommendations that I stated,
except two.

Senator LODGE. What was the vote?
Mr. YOUNG. Of the 35, all voted favorably but two.
Senator HERRINO. That is of the committee? That does not

represent the membership, does it? ,
Mr. YOUNG. The only answer I could give t( that, Senator, is this,

that when these recommendations are presented on the floor of the
meeting-when they were presented on the floor of the meeting on
December 8, there were approximately 2,000 people present at that
meeting, and at that time there was no one voted against the recoin-
mendations as submitted for approval by the committee.

If it is extended, it ought then to be accompanied by the require,
ment that it would be limited, as a matter of prudence, to the negotia-
tions of bilateral agreements only, and subject to ratification by the
Senate.

To support these recommendations we urge:
First, that the power it is proposed to continue, in the face of present

conditions, cannot be prudently and intelligently exercised. The
conditions which confront you now, are not those presented when the
original proposal was before you for consideration in 1934, nor when
the statute was extended in 1937, for this nation is now confronted

215171-40----27
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with Europ1e l.d Asit conviilsed in a (hiros of wal' and it. wrek of
iietions, and the furtlhor Oxvllngion of the conflict is uttprediutablo.

Within a few months (zeehioslovilkia, with which we conchtded ono
of the lirat trade agroonients, has passed froil political life. Atustria,
with which we were about to negotiat, no logor exists. Finlanl,
with which we colvllded 1. t'etvily, is eoigaged ill a dvSlera to effort to
preserve its life.

Who cn say What States will endure? What will ho the number
and nature of their dopondoncios, their economic strength, thoil,
weaklness, the value of their cirrencies, their cII)l(city for prodIctiont,
the conditions of trade, iivcStllollt., debt, and taxes? I am sure that,
you gentlenion will agree with me that no ot11 can undertake to
prophesy the outcome of the present struggle.

I know no representative businessman, no Amrican industry that
would unldertako to bind itself to the marketing of its pnroducts under
present conditions among any of the warring nations for a 2- or
3-year term. No managemnt would take up)on itself as the trustee(
for others, such extensive commitments to an uncertain future.

I do not know whether the contracts negotiated Ander this statute
may be correctly described as agreements or treaties. I do know
that by their terms they are intertiationl contracts between the
United States and the particular nation with which. they are con.
eluded, and that they may effect, in equally binding terms, our trade
relations with a hundred other States to which they are extended
by the operation of the unconditional most-favored-nation clause.

Observe, gentlemen, that perhaps 25,000,000 of the youngest and
most efficient of the world's population are now diverted from their
normal activities either in the military service or production for
armament. The combination of these military and economic forces
is equal in number of all those who are now engaged in agriculture,
forestry, mines, quarries, fisheries, and manufacttre in these United
States. The disbandment of these carnies and the diversion of mili-
tary producers to normal activities, wilf, judging by the world's
experience after the last war, present the most serious social and
economic problems.

We ore recognized as the best of the world's markets. At the
conclusion of the present struggle this will be the market which every
other nation will hope and attempt to penetrate, The trade agree-
ments already negotiated were made at a time when the world was at
peace and did not contemplate the chaotic conditions facing us today.
How can we meet that which it is impossible to anticipate if we con-
tinue negotiations and agreements against an unknown future?

We are ourselves confIronted with a primary national problemm in
the revival and development of existing industries, the creation of
new ones, thereby sustaining and enlarOging the demand for men and
increasing our domestic employment. Appreciating that condition,
we have limited through immigration legislation the entrance of foreign
labor to compete with our domestic labor. But the efforts of foreign
labor and Ihe conditions which are embodied in the competitive
products which we import add to the already excessive domestic
unemployment problem. The importation of com petitive goods is
equivalent totlie importation of the labor of those who make them.

We are particularly opposed to binding ourselves to further agree.
ments for the introduction of alien prodution by agreements which
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extend tim advantages through tie tneolnditional mostfavoredii-nation
clause to tho ninany froin wim we sectrs no reciprocal benefit,

Evr ' t"'p, tade agreoent negotiated So far has been for the mnaxiImIuIIl
l)eriisiblO riod of 3 Years. We are now con trolled by those arrallge-
monts whici will autoiiatically continue in force even if the Recipro-
cal Trade Agreements Act is not renewed and these agreements cnn
only be abrogated on 6 Inoltis' notice on ti patrt of either contract-
ing parties.

Scoil, hI)owewvr if after careful consideration of ali factors by
your lhonorable body it is tim j lIuglnent of your group thmat this act
sliould be extoneI(d, weo urge thit l)ru(lence suggests tt least two reason-
ably precautionary limitations:

1. Confine then to bilateral agreements with patrtieuhlr nations
from which specific reciprocal advantitges aro obtained, 0nd

2. Submit, the ultimiato agreement proposed to tle only final pro-
tectiotl afforded ildr our representative institutions, ratification by
the Semiate of tie United States.

We tire not urging upon youlr 1onor ble connnitee a disapproval
of the iriiciple of reciprocal-trade agreements. We are urging that
it is not a safe time in which to make tliem unless they are to be
bilateral, trod, for the present at least, subject to ratification or re-
jection by the Senate.

The CHAJRMAN. Th.,llk you vory much,1
Senator CLAnIK. Mr, Young, you were not with the National Asso-

ciation of Manufacturers during the old Mulhall days, were you?
Mr. YOUNo. No, sir,
Sentor ClAnK. The gentlemen w10se allegations of corrupt activi-

ties on the part of the National Association of Manufacturers was the
cause of considerable scandal and a senatorial investigation. That
was-before your day?

Mr. YOUNo. That was before my time.
The CHAIRMAN. You fire not going to let it get into tiat fix again?
Mr. Young. All I can tell you is this, that the membership of the

National Association of Manufacturers, as I have known them, are
sincerely trying to cooperate and work out the things that they think
are for the best interests of the majority of the people.

The (CIIAIRMAN. I appreciate that,
The next witness is Edward A. O'Neal representing the American

Farm Bureau Federation.

STATEMENT OF EDWARD A. O'NEAL PRESIDENT, AMERICAN
FARM BUREAU FEDERATION

The CHAIRMAN. Mr. O'Neal, you appeared before the House Ways
and Means Committee?

Mr. O'NEAL. I did.
The CHAIRMUAr. How many are numbered in your group in the

American Farm Bureau Federation?
Mr. O'NEAL. The paid membership of the American Farm Bureau

Federation is about 400,000 families, or approximately 1,500,000
individuals, in 39 States, In our membership, Senator, the head of
the family pays the membership fee and the wife and the children
belong, so I say that we speak for at least a million and a hal farm
people.
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The CIHAIMAN. What are your views on these reciprocal trade
agreements?

Mr. O'NmAI., I would like to say, Senator, that the Board of
Directors of the American Farm Bureau from various sections of the
United States, have been in session and are in session now, and I
would like for vice president Earl Smith of Illinois and the president
of the Illinois Agricultural Association, the largest farm organization
within the 48 States, to make this statement for the American Farm
Bureau Federation, supplementing the statement I made before the
House Ways and Means Committee (pp. 1668-1722, hearings, Ways
and Means Committee). I will be right here and will be glad to
answer any questions. I would like to insert in the record at this
pzint the full text of the resolution adopted without a dissenting vote
at the annual meeting of the American Farm Bureau Federation,
Chicago, Ill., last December,

The CHAIfMAN. The resolution will be incorporated in the record.

rHA DI-A0liiI) INNTS POLICY

Recognizing the fact that our tariff policies had failed to protect the (ion)Istic
price of basic farm commodities generally producOd in surplus volume in this
country, and further that such policies had contributed to the disparity that had
developed between farm prices on the one hand and Industrial prices and wages
on the other, the Anmrican Farm Bureau Federation in 1934 authorized its board
of directors to sn pport legislation permitting the negotiation and consummation
of reciprocal trade agreements with other nations; insisting, however, that in
negotiating such agreements no concessions be made which might have the effect
of reducing or holding the domestic price of any agricultural commodity below
the parity level.

T h federation recently sponsored a study by recognized economists of the
economic effects of all important existing trade agreements. This study seems
to reveal that there has been a substantially larger increase in exports to agrob-
nient than to nonagreenent countries, and that there has not been any appreciable
difference in the percentage of incro,4se in imports fromn agreement and non-
agreement countries. Many factors nave no doubt contributed to this increased
trade, including our gold policy and a general upturn in world business, From
all facts thus far available, it appears that while the greatest portion of increased
exports has been in industrial products, from which agriculture has only Indiroctly
benefited, yet this study, together with other information available to the federa-
tion, reveals that the net effect of the agreements has been helpful rather than
hurtful.

In giving our support to the continuance of reciprocal trade agreements, we
renew, with increased emphasis, our demand that no agreement be consummated,
the effet of which might be to force or hold domestic prices for any farm co6-
nodity below parity level. Any other course would justify the condemnation ofand opposition to such agreement by al.l agricultural groups.

We further insist that in the negotiation of trade agreements, economic factors
he given consideration equivalent to the weight accorded to the factors of dip-
lomacy and statecraft To this end we urge that the Reciprocal Trade Act beamended to provide that no agreement be consummated unless unanirmtouslyapproved by the Secretaries of State, Com merce, and Agriculture.

Mr. O'NEAL. I would also like to invite the attention of the coi-
imittee to th6 study of the effectss of the trade-agreements program
on agriculture during the past 6 years, which was made by the eco-
nomics department of the Iowa State College of Agriculture under
the direction of Dr. Schultz. The full text of this report appears on
pages 1722-1887, Hearings, House Ways and Means Committee,
January 26,,1940.The O1HAIRMAN.. Very well. We will hear fonvMr. Smith.
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STATEMENT OF EARL C, SMITH, CHICAGO, ILL., PRESIDENT,
ILLINOIS AGRICULTURAL ASSOCIATION, AND REPRESENTING
THE AMERICAN FARM BUREAU FEDERATION

Mr. SMITH. I think Mr. O'Neal has indicated who I am, so to save
your time I will not repeat. As indicated by our president, the board
of directors of the American Fann Bureau Federation has been in
session in Washington for several days, and today unanimously au-
thorized the following statement on the question before your coin-
mittee:

House Joint Resolution 407 extending the power of the President to negotiate
reciprocal trade a~roements, is now pending before your honorable committee.
At hearings on this resolution held by the House Ways and Means Committee,
EdWard A. O'Neal, president of the American Farm Bureau Federation, pursuant
to and in accordance with a resolution adopted by the house of voting delegates
of our organization, supported the prinoiple of reciprocal trade agreements and
Insisted that House Joint Resolution 407 be amended to require that all treaties
consummated thereunder have the approval of the Secretaries of State, Commerce,
and Agriculture.

The iHouse of Representatives adopted House Joint Resolution 407 without
such amondniont.

i support of the position taken by President O'Neal, the board of directors
of the American Farm Bureau Federation, in session at Washington, March 1,
1940, respectfully requests your committee to consider the following:
Tie American Farm. Bureau Federation supported the original P1-clprooal

Trade Agreements Act In 1934 and its'extension in 1937.
1 Everyone recognizes that the issue Is exceedingly important and highly con-
troversial-in the consideration of which, reason and economic evidence are likely
to be subordinated to emotion and political bias.

Because of the Importance of the issue, the American Farm Bureau Federation
recently sponsored a comprehensive study of the economic effects of trade agree-
ments on this country. Tiis study seemed to indicate that, while no spectacular
results have been achieved, the net effects of trade agreements have been helpful
mthor than hurtful to American agriculture and to the Nation.

The loues of voting delegates of the American Farm Bureau Federation at its
recent annual meeting, after careful deliberation, concluded that reciprocal trade
agreements are sound in principle, but that in sporting provisions of law to
continue authority for negotiating such treaties, safeguards should be included to
insure tlat economic factors be given at least equal weight with factors of state-
craft and diplomacy. Therefore, in official resolution they u rged that no trade
agreements be consummated without the approval of the Secretaries of State,
Commerce, and Agriculture.
I It is recognized that the extension of the act will probably provide the basis of

our national foreign trade policy at the conclusion of the present European war.
Ftlrthermore, no one can anticipate who in the future will have the power and
responsibility for carrying out the purposes of the Reciprocal Trade Agreements
Act. The broad economic effects of these policies will be of tremendous con-
sequence to the nation, and particularly to industry and agriculture.

For these and other equally good reasons, therefore, while we reaffirm our faith
in the broad principles of reciprocal trade, nevertheless we insist that, to merit
support during enactment and defense thereafter by the American Farm Bureau
Federation, House Joint Resolution 407 bp amended so as to require that all trade
agreements negotiated thereunder have the approval of the Secretaries of State,
Commerce and Agriculture.

RespectfuIly submitted by
AmERICAN FARM BUREAU FSDERATION.

Edwin A. O'Neal, President, Alabama; Ear] C. Smith, Vice President,
Illinois; H. : King, New York; George M. Putnam, New Hamnp-
shire; Arthur Packard, Vermont; H. H. Nuttle, MarylandO. 0 .
Wolf, Kansas, Frank W. White, Minnesota; Francis Johnson,
Iowa; Hassil E. Schenck, Indiana; H. J. King Wyoming; George
Ogilvie, Nevada; George H. Wilson, California; J. . Porter
Tennessee- Ben Kilgore, Kentucky; R. E. Short, Arkansas;
Ransom Aldrich, Mississippi; Mrs. H. W. Ahart, California;
R. W. Blackburn, Secretary and Treasurer, California.
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I believe, M~r, Chairman that this statement is self-explanatory,
and with your permission i would like to file it with you and ask
one of my associates to furnish the various lonubers of your con-

ittee with a copy of the statement,
(At the request of Senator Jolilson, the following resolutions

regarding the Reeiiproeel Tride Progrim wOIv iteiso'ted ini the reord:)

]REsOLTrbONs ON lIPROw CtTOr Tt AI)M T'1 ,wATICs (AI , AU lii uNs)
AlIMiNA FAIiM 1 ItIA17, PIIOUNIX, NOVI, 1110l 20--21, 1bt

Whereas reciprocal trade agreieoicits ak irafted by the Stte )epart'nient have
it a wortly objective the fosterlig Of totter r4lot1lois betweeti the UIniterd Stales
arid foreign coutlirhs hilt till ty of wthiit have provisiioim detriitental to dhe best
in1ereto t of Untitod States ag~rletilttre, aitnd

Whieretats titnder the proceextre fottoweud by the State l).Iiart.tieiit ill the formula-
lion of reciprocal trade agreement t ii adeqttat opjortti ity is provided whereby
agrieulturo atuy exert the ititloeolle to which it is justly eitIitled, arid

Whereas we Itlleve that utir represeonat iv(8 i (origress tre ii ia better position
to realize the effect of iroposetd trade treaties oo their constituents; tw, therefore,
lw it

Rceolved, That tie Arizona Faro iturcati Fedoration go on record as being ili
favor of siot notional legislator as wilt re( ilre the ratiiation of proposed
reciprocal trade agreoenetits by ie Ilted States Menitti' hofore such trae treaties
become effective.

CALIFONIi A FAIM BUREAU, JANUARY 9, 1040

Rcrlvi'd, That we believe the reciprocal trade agreement legislation should'be
erritted to (lit ot Jtune 30, next, and that we utrge California Senators and

1 representative to support lisk procedure.

COLORIADO STATE FA11M ltUREAU, ii1It.INOTON, NOVIM4IIEI Ir 17, 1939

Favoring the MeCarran bill, which provided that no foreign trade agreement
under the 1930 Tariff Act shall take effect without ratificatlon by a majority
of the United States Senate. (Part of lHesolutiotn No. 1).

MONTANA FARM ORGANIZATIONS, sr. tAur., MINN., ECEM IID t5, 1090

Montai Division of the Farnmer'a Union

JResolwd by, the representatives of the Norlhivest Fatrmcrs Union activities in
annual onetin at 8t. Paul, Minn., lcccinber 15, 1989, That--

Whereas because of various coniditiotis arising out of drought and extremely
low prices over the years, farmers of the Northwest have not only become deeply
indebted to tie agetncies of the 1Federal Government and to other groups, but
they have been losing their homes Ity the thousands and are still ili the process of
losing their homes, and

Whereas because of the above-mentioned facts, farmers have arrived at art
economic condition wherein they arc desperately endeavoring to better their
condition through cooperative marketing and compliance with the triple A in
reducing their acreages and livestock herds,-atid

Whereas such conditions arid circumstances will permit of no further deflation
of prices or other eoitinget.t conditions or proposals which are likely to bring
alout further lowering of prices, nor adelnit of competition with the 1iroduets
produced in this section, and

Whereas American agriculture, throughout the history of tariff legislation has
lieen sold down the river for tlte benefit of other groups; therefore be it

Resolved, That we are in favor of the philosophy of the reciprocal trade agree-
ment as the most likely assurance to bring international cooperation arld peace,
and further

Resolved, That we are opposed to the consummation of any Federal trade
agreements which have in their provision agreements admnitting livestock or
livestock pftducts, grain or grain products, or poultry products, or dairy products,
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1r aty other agricultural prodict whihl (acl ibe tlleiiotly produced inc this country
ailcd hII h Iliy directly or itilireetly lice a bearing oil tie tniiplv of aild prodiuts,
or wloh Imtay' haive tcimldency to clcprcts farm pt'ices, nd fuirthor

Iesolvcrd, Tlhat w, believe It against the iccclic interest to reome ii a thigle
cctctltorlty the resfriihilty for le'ctcaticg reciprocal (rdo cgrevcctotct and that
the pcbilo lhacrest will ie )bent erved by a rceciiiireieit that all proposed recelp-
rotaltrado trcematle be suject to tich' review and approval of th, 11cited States
Sellate, ald ftclther

lecsmohed, That copIcN of this resollitiol re! clireted to w phltieed icc th band.,
of the Senators aid ('ocgretsscnec of tce States of Montana, North Dakota,
Mnciesota tCci WlscocMil, co ti f lce Northwect Firitces Uncdn Iegislative coic-
mittee, atl thaItit co 4)Y thereof be sent to Secrotary Wiallace, &,crt ccrv ]lull, and
to the coliccittno itt lisingto which ts lhecic holding htearicgs o4t .1c! Argenticca
trade agreement.

NEIRAnI(A PAICM 11tlYiUi , IINCOIN, DXi,!MTtP4 11-12, 1039

Icn cccgoticlccg reciroel tritd crgrlcciccts, iccltcccrtc,] goods m ut ccot h, givon
Itcefit tit tho expolso of agricclturd eommoidltccs, iad o tcrlir rits shoil le
r ticod oit facrco coicimol tis, tli price ccf which it below purity.

NEW ?|FXt(!O P.ARIM AND cVETOCK 11URJFAU, 10.39 (ANNUAL M|ECTINOI)

Wo cire Ol)pctsec to aiy rodlec tion of tariff oi livestock or livestock proicots
and cc-ge oucr rolcrlsecitntivt, in tce NactIonpl ('ogrcicc to cise their best efforts
In seeing thct itch rcedccctiOlcs are ncctcckc tcccidor pendlcg or ,irolcosed reciprocal
trlde agreioiclt".

Olcc(OON FARM Hclt0 A1111 PJDMICATION (NO I)ATOc)

(111111oIi(cl thcc Acnlicacc Face lccroeac for its stctocrtcct filed with the Fedral
('omamitteo for l(cciprocity Inforcc,,tion concernicng the proposed Argotlfie trade
treaty, IEcdocte lco gtoircl policy of tict A ciericcin Farm ihlccroa Federation
wlthu reswe to trade tr'eittl(s cc ider which thu federatfo tpliorts tit, principle
of trodu trcitre , )ct cii)Oie cccy pccific trety which Jiat the oflect of retitcing
the prico of cgricillitre lcid live.stck c otiiotlities below prity price's. We f further
o])IhoO, lie cecewiVl of tih Trade Tretty Act twicrs cc(lerlite icrotectiocc cart be
a surged to aigricultcre 0 iro gih icrohor hnctrilcg )c cccgot atiing sucl treaties and
thcv bec rtrif IeC ic Iloh lctitf( t SciteutO Hecite.

We rcatilrmn occr belief ill the principle of tit' Amecric:ac ccarkot for tice Acijereact

c0ec'tcc IAN 'A Ai cRM ccUl ctccU, ScoUx ci.ActtS, NOV9hI JU;t 3).21,ccaO

We deccand thiat cdv(cil cte ic,itf. lce ccainta, incd s cc'cially on cgricultirmal com-
ioditie clot, produced in ti(- Ycitccl States but which whecc imp)rted are made

icito jirod icct wh {ch corm into direct compcietition with |ireciccts ccmade froin delues-
tie agriculttcrl commodities.

v'II[tccNcTOIN cAcIM 11011K cT, EcIM,',Bltcc, .N(JVirIHRI 22, 1939

* * * recommnoi de ticc (,'cticlitdt of accy icicreAW'd tariffs which wotld
ring lacids cot, now in) ice into tie dometic prodtcctioc pie-ture icd comcndecied
the American Farm Ilret for re(liestincg that duties cit imported meats be
irceiram 50 ipc'rcet,

11,YOIIN(t FARM 11UItEAU1, NEWCA4TLIE, O('"TOltEc 30-S1, NOV. 1, 1939

Whereas the Farm Bureatt is a Nation-wide organization representicg widely
diverse intrests at(1 all types of agricultural activity, a,(1

Whereas boccwie of ticis scope it becomes tecss.ary to clearly dnf'tio our views
ticc i mattorsc of vital interest to our vocation, and
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Whereas the reciprocal trade treaties which have been, and are being, negoti-
ated with foreign nations seem to have lost their original intent, formally ex-
pressed by our Secretary of State in his Montevideo speech of 1934 as an ox-
change "of the things you have that we want for the things we have that you
want," and

Whereas this project has now been so enlarged that it has completely broken
away from its original expressed intent until it threatens the complete dissolution
of our tariff barriers, and

Whereas these barriers have been carefully builded through many years as a
means by which the American standard of life might be protected, perfected,
and perpetuated; therefore be it

Resolved, That we, the Wyoming Farm Bureau, in convention assembled on
this 31st day of October use our utmost endeavors to thii end and urge our repre-
sentatives in the Congress to do whatever lies within their power to prevent the
negotiating of any more trade treaties until the United States Senate regains Its
constitutional right to confirm or reject such treaties.

The CHAIRMAN. The next witness is Mr. Besse.

STATEMENT OF ARTHUR BESSE, NEW YORK CITY, PRESIDENT,
NATIONAL ASSOCIATION OF WOOL MANUFACTURERS

Mr. BEssE. You are being asked to renew an amendment to the
tariff act which expires on June 12 of this year. One is perplexed to
account for the unseemly haste which has been exhibitedby those
who now favor the extension of this amendment. Indeed it is difficult
to see why the supporters of the trade-treaty program would be dis-
turbed if Congress adjourned without taking any action on this
amendment. it is admitted that new trade treaties cannot be
negotiated in Europe and Asia while the present armed conflicts
continue; the State Department, according to its own announce-
ment, has reached the conclusion that it is not possible to draft com-
prehensive agreements with the leading South American countries
which will not unduly damage domestic agricultural and mining
producers. Therefore there would seem to be little likelihood of any
new treaties for some time to come, When the present wars are
over it may or may not appear that the way to salvation is thi'ough the
trade-treaty program. Would it not be more prudent for Congress to
wait and determine at that time whether or not a continued delegation
of its power over tariff rates is desirable? Certainly it is unnecessarily
hazardous to delegate such power at the present time since no imme-
diate use of it is contemplated and it is obvious that we will be faced
with a changed set of circumstances. by the time it may be possible
actively to negotiate additional treaties. Congress will be in session
after the war is over and in the unlikely event that such trade agree-
ments should then appear desirable, Congress can approve necessary
enabling legislation.
I The enactment of this legislation diminishes the power of Congress
and enhances the power of the executive branch of the Government.
This is highly undesirable unless there are compelling arguments which
might justify it. In the instant case no such arguments exist. The
desire to retain this emergency power in the hands of the executive
departments -,teems the only logical explanation for the State De-
partment's eagerness, if the statement that there are no specific
countries with which treaties can be negotiated at the present time,
can be accepted at its face value. It is just possible of cotirse that
this statement should 'not be taken literally. Perhaps there is a
limited meaning to the phrase, "at the present time"; perhaps the
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State Department is overlooking certain opportunities-opportunitifl
which might become more apparent in the event the act were extended.
In any event those in the Senate whose opposition to the trade-treaty
program has somewhat subsided since copper was dropped from the
Chilean agreement and negotiations with Uruguay and Argentina
were abandoned, will still face the possibility of cuts in the tariff
rates on products which their States produce, if Mr. Hull's authority
over the tariff is extended. Mr. Hull can give no assurance whatever
in this regard without subjecting himself to accusations of logrolling
similar to those which he makes as respects those Members of the
Congress who were here in 1930. Without such assurances the
Senators who represent the districts where copper, meat products,
wool, et cetera, are produced, will be deluding themselves if they again
delegate the tariff-making power and put themselves into the position
where they cannot protest effectively against the use made of that
delegated authority.

The State Department has said in the past that it interpreted
section 350 as an instruction from the Congress to lower tariff rates,
and that it felt that Members of Congress should not complain if
they did so, but, rather, should amend or rescind the act if they dis-
agreed with the way the State Department administered its provisions.
This is the time to act to end the State Department's authority. It
will be too late when conversations with Argentina and Uruguay are
resumed, if they are, and when the scope of the Chilean negotiations
is expanded. The State Department has put the responsibility
squarely up to Congress. You gentlemen cannot vote the Department
a grant of tariff power for the third time and then complain because
the Department uses its own discretion as to how it shall exercise
that power. As prudent men you cannot abdicate for another 3
years.

It has been urged that the amendment should be renewed in order
that there may be no interruption in the work of the unit, and no
disruption of the organization set up to negotiate trade treaties. The
war has already interrupted the program. As far as the organization
is concerned, thcre is almost no separate organization for the negotia.
tion of these treaties. The members of the Committee on Reciprocity
Information are all drawn from the various departments-State,
Commerce, Agriculture, Treasury, and the Tariff Board. Almost
all have other regular assignments. To a large extent the same is
true of the rest of the personnel employed on this project. If the
amendment were allowed to lapse and reinstated after an interval of
years, the present organization could be reassembled without delay
or difficulty. The argument that the amendment should be extended
by this session of the Congress in order to pi'omote continuity of the
organization is therefore without validity.

The CHAIRMAN. Do you not suspect that if that policy were to be,
followed, that your organization would be here opposing the renewal
at that time?

Mr. Bxsss. I am afraid I do not quite understand you.
The CHAIRMAN. If we followed the policy you suggest, and let this

program lapse now, and then started again in 4 or 5 years, don't you
suppose that you and your organization would be here objecting to
such a policy?

Mr., B assu. To the renewal?
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The (HAIRMAN, Yes.
Mr. lBlssm, I should inkaginle so,
Ti CHAIWMAN. You al)Oareil in oppmSition in 1034?
Mr. limssm, Yes.
Tho CIIAIIIMAN. YOU a ill ard i opposition in 1937?
Mr. l3m~:msi, Yes.
Tho CHAIRMAN, Amd you are objecting now?
Mr. INaRsri. We are.
Tho ( IAumim, All right. Youi may (ontinu1.
Mr, BEHms. The only department which might ho dismembered ais

a result of the deciglmi not to I)am this resolItion would he the unit
having to do with ptblicity 10(llJ)1'0 pagautda. Few would feel unduly
distrubld because of the' (lillise of tis division. I ho1ve no exa ct,
idea of the number of pesois now employed in the division, blit
j%6Vgh", Com the outIut of statistics 1u1 tracts on leitee and plenty,
there would I)e i ,,(1t)l ttt itl nunher of people for whom other anostm
of boing of public service would have to ho fotd if the unit were
donobi ized. There would, however, ie gatins ii certain other direc-
tiois. The farmers and other !) elfeitiei's of theso tra de treaties
have hn)01 so singuharly aiul tll)orily I j)pilnveiativo of the benefits,
which thy have received that it hilts boon necessary to slmd an
enormous alnllOntt of time, energy, and illiioy ill layinhg Ieforo them
aficture of the advantages which they ha1ve (eivd frol the prOgrM.Mr. lull, Mr. Wallace, Mr. Matyre Mr (irady, Mr. Berlo, N1r .ong,Mr. Edminger, Mr, Fox, tad o-tiers lave been ohliged t) prolare

and deliver comito1ss addhresses to tleso uinap)preeiative r(njipients all
over the country. With the unsoinud ltwogram talandoiied these niay
officials will be'relieved of the jlocessity of expatiating t)uhlicly upon
the benefits of increased imports and' (oil give thelliHlvos without
stilt to the more importleit d eitls of adlntilnistration in their respective
departments. Havin, listed to ittlin iOf the sleeches which those
Ohcials have dlivore(, , I Itill ielod to think that some of them would
be glad to he released from their present assignments, The discoin-
tilulance of tile prograll would two 11o effect 11pon the collootion of
4',tatticq of which tile Stato Ol)artilelit has made suic'h co)ious u1s0.
The statistics would still be continued, but we would be snLved gratui.
tois and misleading interpretations of the figures by (risaders who
do not iiderstanl the proper limitations of statistiClil data.
Another reason you are being asked to extend this program is because

the State Delartment reports that it is not feasible to negotiate these
treaties if it is necessary to present individual agreements to the
Senate for approval. Mr. Grady says that the Senate will not approve
such treaties when they are presented for ratification. Mr. Grad
seems to think that if his 'technical experts work pll) an agreement witl
Australia and bring it to you for approval, you will turn it down.
Accordingly, realizing this, 1ie asks you for a blank check in advance,
giving blanket approval to such treaties as he may negoti Itte in the
future. The theory seems to be that you should give enthusiastic
prior endorsement to a group of unacceptable treaties, none of which
you would sanction if presented to you separately. It is a little like
'Inning down the Florida ship canal and the Passamoquoddy project,
and then approving the formation of a Super-Hydro-Greei back
Corporation authorized' to carry forward both projects. It is a good
many years since I studied logic under Professor Royce, but unless
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my thinking is very badly inuddled, the fact that the Senate will not
approve individual trade treaties is an argunlent against the proposal
to emtinue this program, not an argirmnit ini favor of it.

The State Department also urges approval of this program on the
ground that their "experts" are better qualified to ponler possible
ouges in tariff rates than are the Members of Congress, I have
been unable to find any indication that tlIeo experts ha'vo a type of
intelligence denied to members of the Senate, As a matter of fact,
it would appear that the experts had given evidence of a certain
degree of ineptitude. Their conclusion that more copper could be
imported from Chile without damaging domestic producers is admitted
to be incorrect since the error was poirited out by copper interests in
Arizona and Montana. Their conviction that the country needed
more beef from the Argentine has been found unsound since real
information on the subject has been obtained from the cattle States.
Their hope that a reduction in the duty on wool from Uruguay and
Argentina would put two suits in every closet where only one suit
hung before, has been founi vain since the wool-growing states have
explained the hazards of shoop raising. The exports seem to have
been off in their calculations on dairy products from Canada; they
wore badly misled in connection with imports of lace from France;
they seem to have had incorrect information as to the profitableness
of the zinc industry; they made mistakes in the matter of embroidered
handkerchiefs in the treaty with Switzerland; they butchered the
wool schedule badly. In connection with this latter schedule, they
refused to consider what, if anything, might e done as respects the
duty on raw wool upon which the entire schedule is based, but instead
confined their attention to the various rates on manufactures of wool.
The exports stated that the result of the cuts in the woolen schedule
would be to admi t a, few more of the higher priced, "noncompetitive"
English woolens. In the first place there are no noncompetitive
woolens, and in the second place the result was exactly the reverse
of what the experts predicted and the increase in imports of woolens
was confined Iargel to the lower value brackets.

Perhaps this sounds unduly critical of Mr. Grady and his assistants.
As a matter of fact, Mr. Grady is both able and sincere. I have the
greatest respect for him and find myself in disag'eelnent with him
only when lie puts on the spectacles prescribed by l)r. Hull to correct
his flawley-Smoot astigmatism. But, while I say again that these
experts have no brains superior to those to be found in Congress, the
real difficulty is that they are not able to do justice to their ability
because of the manner in which reductions in our tariff rates are being
made. These reductions in the main are not made as a result of the
recommendations of the experts, but rather because of the insistence
of some negotiator representing a foreign nation. The duty on wool
fabrics, for example, was not cut because the rate was shown to be,
too bigh, but because England makes woolen fabrics and wants to
increase her exports to this country. Even the experts cannot make
intelligent adjustments in tariff rates under such circumstances. If
certain rates can be shown to be excessive I believe they should be
reduced, but I am definitely opposed to making cuts because some
other country demands it. Especially is this objection valid since
for the most part foreign countries do not intend to make us con-
cessions which will prove of any lasting benefit to our export trade.

HIN11llO1AL TIRADE A(AWME~gNTS, ACT
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The probable value of the concessions which other countries have
been of erng us in return for cuts in our own tariff rates has not ben
considered ith sufficient care. I am not referring to the fact that
many concessions given us-for example concessions by the United
Kingdom on dried fruits, cosmetics, adding machines, and oysters,
have been withdrawn or nullified since the advent of war-but I am
referring to the fact that the intention of foreign negotiators is to
agree to concessions which will not appreciably increase our exports
to them. Our negotiators intend to make reductions which will result
in an increase in our imports-that being a part of the Hull theory--
whereas the foreign negotiators are more anxious to keep our products
out than they are to lot them in, Foreign nations are not anxious to
increase their purchases in America. They will buy from us only if
our quality is better at the same price, or our price lower than that of
their present supplier. Foreign countries are willing to make treaties
with us because of the increased access to our markets which they hope
to obtain; but they try to arrive at a basis of agreement without open-
ing their markets to us. I do not wish to imply any criticism of these
foreign nations; quite the reverse. They are mor6 practical than we
are. My criticism is directed solely toward the theory behind our
trade-agreements program-the fallacious theory that we have only
to reduce our tariff rates and let in more foreign products to get con-
cessions abroad which will enable us to dump our surpluses on a re-
ceptive world. The world will buy such of our goods as it wants and
no more. Our experience during the year 1939 when, in addition to
accepting $2,318,000,000 of imports, we purchased abroad $3,040,000,-
000 of gold, shows that the limiting factor is not the availability of
dollar credits, as was suggested by the cotton people this moming
since of this $5,358,000,000 total credit only $3,117,000,000 was used,
by foreign nations to purchase our products.

Suppose, however, that these foreign negotiators, accidentally or
otherwise, agree to concessions which might open a foreign market to
us. What will the foreign producer who was formerly supplying that
market do? If the former supplier is in a third country he generally
gets the same concession we do, which means we are right back where
we started. If the former supplier is in the country with which we
make the agreement, naturally lie strives to find some way to meet
the increased competition from this country. Perhaps he takes it
out of his profit, perhaps he contrives to buy his raw material more
chealY, perhaps lie pays lower wages to his hibor, but in some manner
lie probably does meet'our competition, aid again we are back where
we started. We may have made life harder for the producer abroad,
but we have not advantaged ourselves in the slightest. We are only
deluding ourselves if we believe that the other nations of the world
want to and will buy of us in greater volume if only we give them a
chance. Other nations, whether wisely or not, have been endeavoring
to make themselves more nearly self-sufficient. It is not reasonable
to expect such nations to change that policy and follow what Mr. lull
thinks is o1dr own insphing example in moving toward a reduction, in
the domestic production of such necessities as can be provided within
our own borders. Especially is this true since the present war'ia
Europe again has demonstrated the danger of dependence upon
wator-borne commerce. iO

But, yoq may say, if present supplies of foreign markets can lower
pies to meet the competition of our goods moving abroad under
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lowfr rates, is it not possible that th6 same thing would happen here,
and that our own domestic producers would be able to cut their costs
so as to offset any cuts in our own protective duties? Not only is
that possible but it is the result which would most naturally follow
a,ut in the tariff rates on competitive imports. But we mustiunder-
stanld two facts in this connection: First, if the domestic manufacturer
id successful in finding some way of meeting this competition, he nulli-
flea the effect of the tariff cut as far as a stimulation of imports is
concerned, and thus brings to naught the attempt to incroa two-
Way foreign trade. Second if the domestic manufacturer manager
to reduce his costs to meot the new competition, his immediate custo-
mers may benefit in lower prices but only at the expense of someone
else. There is no net gain to the country assa whole. Take the case
of'tbe industry which I represent, for example. Suppose the cuts
in the wool schedule result in a flood of imports, as it appears they
might already have done if the European war had not commenced in
September. Would we say, "Well, played Yorkshire!" allow the.
English to take our market, and try to make automobiles or shoes or'
adding machines on our worsted looms; or Would we try to meet the
new competition? We would ty~ to meet the competition, of course.
We cannot meet such competition out of our profits because the
industry is equipped to produce more than we can sell, and therefore
is too highly competitive to provi(le profits adequate for that purpose.
But we can reduce costs-perhaps at the expense of labor certainly
at the expense of the wool grower. The growers have no market
save the American textile mills, and in the long run we can pay the'
gro*ers no more than a price which is low enough to enable us to
metVwhatever competition we have to face from abroad. So in the
end we get our prices down to a point where the eq'ect of the duty
cuts, as it relates to the volume of imports, is nullified. There are
no additional imports and, insofar as exports are dependent upon
additional imports, no additional exports. The public has gained
perhaps in lower prices for clothing, but you must not forget that
this is at the expense of labor or of the wool growers or both. In the
unlikely event that you feel the wool growers are fattening at the
public's expense, it is entirely appropriate to take steps to prevent it,
but you should realize exactly what it is you are doing and not allow"
y6urelves to be deluded into thinking that you are stimulating our
export trade and contributing to the peace and prosperity of the
world.

,Mr. Marshall, of Salt Lake City, is here, and I think he will tell'
you that there are no now millionaires' in the wool-growing industry.-

'The trade-treaty program as a means of stimulating our foreign"
trade, and especially our exports, has not worked and is not' going to'
work, despite the unwarranted conclusions drawn from statistic bn
iMports and exports. The answer to the pressure of surplus products-
is not an increased international exchange of competitive products'
which will merely transfer the surplus from one sector to another,
but rather a somewhat curtailed production until such time as we can "
find new uses for certain of our products. '

REien if 'I were completely wrong and the salvation of the coiintt
lating'utting down our tariff protection, it seems to mm evident that
the pi'ogranm should not be entrusted to our present Secretary of
Stte,' Not nly do his public staments inmate a distinct bias

bnt-it is clear that he. has 'a completely erroneous conception of what
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a, protective tariff is and what it is supposed to atccOnplish, In a
recent letter to it friend of mine, Mr. Hull speaks of "the precise
extent to which the Government shall extend tariff favors," Those
are Mr, Hull's words. Mr. Hull apparently does not consider the
need for protection a proper basis for the determination of a tariff
rate, but believes that tariff "favors" should be distributed by the
Government its rewards to deserving persons. Under the reeipr'cll
trade-treaty prograin Mr. Hull is the arbiter to determine to whon the
rewards are to be distributed and in what proportion, This is not
democratic government. Mr. Hull once said that the delegation of
power pmpomod in the flexible provisions of the Tariff Act was ml-
democratic in principle, HIe now says that.tho preservation of our
democracy depends upon a continuance of the reciprocal-trety
prograin rhich lie believes should carrvy with it the power to distribute
favorsr" to flomse thought deserving by the, Government.

I have made reference to M r. If till's forntor opposition to the flexible
provisions of the tariff as embodied in section 336. You gentlemen
are now usked to pass the resolution before you on the ground that
flexibility in tariff rates is (lesirable. Flexibility is desirable. But
this amendment does not promote flexibility; it destroys it, The
flexible section of the tariff act is automatically suspended as respects
any item included in these trale treaties. 'PlTe lepiree of flexibility
which remains is illusionary. Tho option (foes not lie with us but
with the foreign capitals of London, Paris, Brussels, or other cities
whole sit the ministers to whom wo niist iipl)ly for relief if we find
we have made a mistake. Short of abrogating a treaty, we have no
flexibility save )pon the sufferance of foreign nations. The 1;urrender
of our initiative to foreign countries explains in part why industries
such as ours, are so concerned when we find our name listed among the
possible victims of a trade pact.

We are told that the Committee on Reciprocity Information is eager
to hear from industry as to its poilnt of view on tariff matters. We
invariably have been given a respectful hearing and have found the
committee friendly in the extreme, even if somewhat imperv.ious, to.

* argument. However, we are always accused of "howling before we
are hurt.'' I ant a little perp~lexedl to know how to protest, an impend-
ing tariff cut of undisclosed amount, without howling in advance . You
can hardly expect us to welcome the executioner with outstretched
anms, especially when it is so difficult to fit the head back on the
corpse once it has been severely. The remedy, in case we are damaged,
ia somewhat uncertain. The so-called escape edauses appear to have
been incorporated in these treaties more for their scenic value than far
their utility. If we find that imports heenoe excessive, it saw
that about all we can do is to ask Mr. Roosevelt to call up King Ooige
and say, "Please, sir, would you mind if we rescinded our tariff cuts
(oi woolens so that some of our own weavers can go back to work?"
We know that King George is a man in whom the instinct of fair play
is well developed, but none the less we prefer that the power to deter-
mine Ameican tariff rates remain in Congress rather that in the
British Government.

An instance of the extent, to which the State Department values
the principle bf flexibility which Mr. Hull now urges as an argument
for extending the act, is found in the treatment of woil blankets in
the trade treaty with the United Kingdom. In 1937 when imports
of blankets were at an all-time high, the industry applies for a study
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tnder suction 336 to determine whether the relative costs of produ(c-
tion here and abroad jilistified tiny alteration in the thel existing rate.
No action was taken, When the treaty with tho United Kiigdom
wits piblisled, it iIlimird tiat tii tild v'ioiiii rato o1 Ilaikets valued
lit not over $1 per1) pound Ilad ben boud, wmil t he rate oii blankets
vilified at, from $1 to $150 p(i V poiiid find been redtneed from 37%
porJ'ml( to 31) pi'rlcelt. '[lhe si80he l1id only purpose of OLi is action wis
to preclude tiny possibility of lxibility ind to frien' tie rates it) such
it way thu t thny could iot e changed no illttu' what conditions
might develop il tlih flitilre. We recivtdI coiliriiation of this action
from til' Tarflf Board just, a few (hiys after the United K ingdom agreo-
meit was signed.

Lhu it lgtiii ilt, tu 1 ii'l trliL-Ittty jprognilln is atll iist irtilil t of
i'ae+ i i invid, not licatlse of tie I)w'vallenCO of wan, Ibut bmaunise of

Lii, iartiiilii hiril of traile with which the treitie4 necessarily con-
ce'1. theimsel ves. Those who orate, oil ,e pe-ace thitini} stress oUi' 121e(1

of coffee, teaI, till, rulIdmi', and So forth, ili point ilout that other
coliities Iiti cottoll tiiul cortiliI of )il' other products. But these
ar'tieles 1110 ol the free lists; the duty o thrill, ciiilriot be reduced as
I lore is no dlity. 'ill(i tnle-agre0iiiii1t program seeks to cut tile
cities (of) competitive artichs.-, articles whose importation is subject
to a duty precisely becanso govornni nts have dete-rmined to limit
their entry. 'fhe trade ties are agreemenlts to reu(iu(e cities wli h
have. bti) imposed for the speific purpose of restricting iml)orts.
'o tie extent which tho treaties work at all, they operate to increase
in ternaLti)iln colmputition in coipiLtitive 13331rkets, It is ridiculous
to believe that it )rogriilni wlich is designed to increase tiue severity
of competition in strictly limited markets can do otherwise than
increase till international tensions which result front the struggle
between nations to develop their own trade to the exclusion of tilt
of other countries. 'The )eiace argument is applicable only as respects
trade in noncompetitive items which are completely outside
the scope of this trade-treaty progriin.

Our objections to the 'irograin are based upon the general argu-
ments which I have endeavored briefly to lay before you, which we
believe indicate that the couttry will be more injured than helped.
Specifically, the effect O1 our industry to (late has beei unfortunate
and the prospect for the future under a contiunince of the program
is not reassuring. Assistant Secretary Barle, speaking in Philadel-
phia, said that the adoption of tny other policy of timiff making "could
only introduce at once a great question mark into American industry.'"
On the contrary, it would remove one of the big question marks which
now exercises a retarding influence. Since the act was first passed in
1934, the question mark has constantly stared our industry in the
face, arid I assume the saine thing is true of others. There have been
threats that the duty on our products would be reduced ever since
1935; the English are even now asking a(tditiontil conc"-sions. Ever
since 1935 there has been the lkelihood of a reduction in the duty oit
wool through a treaty with Australia. the Union of South Africa,
Argentina, Chile, or Uruguay. Our textile mills do not produce raw
wool but it is the raw material which we use, aild we have to have
large stocks on hand to enable us to maintain manufacturing opera-
tiois during the eoutrse of the year, until nature grows another fleece
which can be shettred from the sheep inl the spring. ,The immediate
inveittory loss which might have to be taken in the event of a cut in
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the wool duty ha hung over the head of every wool grower, wool
dealer, textiles mill, garment manufacturer and other makers of wool
products +for 5 years. It has been a question mark with a vengeance
and has made it particuhirly difficult in an industry which bas to
start in December preparing to produce fabrics which do not reach
the consumer until the ensuing fall.

Because of the impact of the war, a convincing case cannot be
made either for or against the program by the use of figures, but for
the sake of the record I do wish to give a brief r6sumn6 of the recent
trend of imports of woolen fabrics, I hope I am not adding to the
chaos of figures to which Senator Vandenberg referred this morning.

Immediately following January 1, 1930 which was the effective
date of the cut in the tariff on woolen fabrics, the imports of such
fabrics increased substantially.

The CHAIRMAN. That includes woolen and worsted fabrics?
Mr. BESSE. Yes.
I cannot prove that these imports were caused by the lowering of

the duties thereon but it is a fact that many importers offered woolen
fabrics in advertisements which pointed out that they were able to
offer them at lower prices because of the cut in the duty. Imports
were larger than for any year since 1929. The outbreak of war in
Europe prevented the flood of woolen imports which we had expected,
but notwithstanding the interruption in shipments from abroad after
England's declaration of war on Germany, the total imports for the
ybm' 1939 were 78 percent greater than in 1938 and 20 percent higher
thiat in 1937. They were the largest of any year since 1929. I would
lik';o put the tabulation in the record without reading it, to save

'ThW CHAIRMAN. That may be done.
(Tile -same is as follows:)

Import8 of woven piece goods wholly or in chief value of wool and similar hair
Pouid

1929 ----------------- -------------------------------------- 10, 233, 000
1930 ---------------------------------------------------- 5,182, 000
1931 ..-------------------------------- _ -------- 2,770,000
1932 ---------- 4- ------------------------------- .-------- 1,899,000
1933 ---------- ----------------------------------- -------- 2,791,000
1934 ------------------------------------------- ------------ 2,485,OO
1935 .------------------------------ ----------------------- 3,148,000
1936 -------------.------------------------------------------ 4, 532, 000
1937 ------------------------------------------------------- 5,729,000
1938 ----------------------------------------------------- 3,865,000
1939 ------------------------------------------------ 6,891,000

England is making an attempt to increase her exports of many items
and especially of wool textiles during the war. The degree of success
whitli she may meet depends more upon conditions in England than
upon tariff rates here. But regardless of whether English mills are in
a position to exploit our market during the war or not, there is no
qiiestion tha following the war they will find it comparatively simple
to pay the present tariff and undersell our mills in this market. The
pt&;6nt rates, which are not high and which are based upon English
ant not upon American values will not be adequate to protect us
agaist postwar competition.', We will find ourselves after the war
in , p osition where we will be iinable to meet foreign competitionr
ex ept by 9Aying our American wool growers a lesser price for their
fleeces for which we are the only purchasers.
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In self-defense we shall make every possible effort to meet this comi-
)etition, whatever it may involve in the way of wage reductions or
lower prices for wool. If we are successful we shall have defeated the
object of Mr. Hull's program, which is to increase imports,

It is possible, of course, that in spite of our efforts we will be
swamped with imports. If this happens with one industry, similaJ
eircumistances will undoubtedly bring like results in other industries.
Such an increase in imports can have but one effect--the creation of
an irresistible demand for a tariff which will provide adequate. The
tariff bills of the past were not accidental nor casual. They were the
result of excessive imports or the threat of imports of foreign products
under the then-existing rates, The threat of increased imports in
1929 was the cause of the Hawley-Sinoot Tariff Act.

I hope that the Senate will conclude that it is unwise again to dele-
gate its power over tariff rates. In the event that Mr. Ihfull does get
what he wants, one of two things will happen. Either someone will
take whatever licking is necessary to meet the intensified competition
caused by cuts in our tariff rates, thereby preventing any increase in
foreign trade, or industry will fail to meet the competition and there
will be a real increase in imports. In the latter case there inevitably
will be a demand for tariff revision far too strong for any political
party to resist. If Mr. Hull is successful in his efforts to increase
materially tihe volume of our imports, he will go down in history as the
man responsible for the next upward revision of the tariff.

Senator GuFFEY. Do you think you have told the whole story in
that last sentence about Secretary Hull, or just half of the truth?
Doyou think that Secretary Hull only wants to increase the imports?
Answer that "yes" or "no," will you please?

Mr. B~ss. My personal opinion is "yes."
Senator GUFFEY. But he does not want to increase the exports ?
Mr, BssE, If you want to know what Secretary Hull wishes to do,

I suggest you ask him. I don't know.
8enator GUFFY.Y, But you made the statement here, and I am

wondering what you base that statement on,
Mr. BussE. I made the statement-
Senator GUFFEY (interposing). I think you only told half of the

truth, and I do not think it is fair to Secretary Hull.
Mr. BEssE. I said if Secretary Hull is successful in his efforts, it

will increase materially the volume of our imports.
Senator GuFFEY. That is only half of what he wants to do.
Mr. Bi.ssE. Then let me explain.
Senator GUFFEY. Is that not only half of what he wants to do?
Mr, BEssE. His statement is that he wishes to increase imports as a

means of increasing exports.
Senator GuFrry. You did not say that in your prepared statement,

or I would not have asked you the question. You are not fair to
Secretary Hull's position and what he advocates.

Senator HERnING. Mr. Besse, you are president of the National
Association of Wool Manufacturers?

Mr. BESSE. Yes.
Senator HERiNG. And you opposed these pacts in 1934 and 1937?
Mr. BEssm. I didnot appear before this committee except in 1934,

but we have appeared before the Committee on Reciprocity Informa-
tion in connection with three individual treaties.

215171-40-28
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Senator 1IIOIUINO. You had the same fear ini 1934 and 11137 as t)
the effects of these pacts upon the Wool and textile ills?Mr, Bmsu. Yes.

Sealltor JLEURING. And yet, since 1935 you have had t coolsttit
increase in the production of wool and textile mills each year.

Mr, Bkism Not constant; no, sir.
Senator IIERIuNo, You had a 5 parent decrease in 1936 over 1935;

you had 10 pIrc(nt decrease in 1937 ovU 1936; but you have had a 40
recent ilcreasO ill titOi-St I I 1on10ths of 1939 over 1938, so that you
lave had an increase in your prodiwtion, and each tOne when this

came up you opposed it because you wore fearful of the result.
Mr. BimSSr, TIhere was no reduction im (onnection with a13y item

il connection with wool Inalnufactures until the treaty with Groat
Britain boghining the 1st of January 1939,

Senator HlRRtING, According to your own statement, you had an
increase of 40 perent--

Senator CLARK (interposing). You moan of the domestic production?
Mr. Bass, That was due largely to the outbreak of te war and

the ensuing speculation, and due to the fict that England took over
the visible supply of wool in Australia and New Zealand, and it con-
siderably increase the cost of material and led to speculation in an
endeavor to anticipate the price rise which everyone knew was
inevitable.

Senator I IIuNmi. All of tliat happened in the last 90. days of, the
year. This is a report for the first 11 months of 1939.

Mr. BEss&, That happened specifically in Septoibor 1939.
Senator HEIRRINO. All of the increase', thein, in your vOlulne CalteC

after September 1939?
Mr. BrssE. No; it did not.
Senator InttuiNu. And you increased the employment from 122,000

weekly average in 1938 to 152,000 in 1939, and incrcas(( the wages
7% to 10 percent.

Mr. B hsst,. Yes. You are comparing with 1938, which wkW a Very
bad year. 1937 was larger than 1939.

Senator HlmUING. 1938 was better than 1937, though.
Mr. BEssE.. I beg your pardon?
Senator HERRiNO. Fifteen percent greater, according to your state-

mont to the Associated Press of January 17.
Mr. BEssi,. 1938 was bettor than 1937?
Senator HERRING. By 15 percent. I would like to put this state-

mont in the recorl, please, Mr. Chairman.
The CHAIRMAN. That is your statement to the Associated Press?
Mr. BEssp (examining). I assume it is.
The CHAIRMAN, 1A)ok it over and see whether it is.
Mr. BE sn, That is not my persond statement, but I think it is

probably correct.
The CiAIRMAN. Did anybody connected with the National Asso-

ciation of Wool Manufacturers get it up for you?
Mr. BEssm. Yes; it came from oiv' Boston office, and I have no

reason to think that it is not entirely correct.
Senator CLARK. As president of the association, you will have to

change somebody in your Boston office if it put out something that is
not crrect.
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(The statement is as follows:)
(From ho EVnln Star, Jantnl ry III

WOOLEN MILhLS ]4OO14T PRO)UCTION SHARPI'LY DURIING YJCAWi--40 PlI(;aNT
INCI4KAS1^ (vXnt 1938 lINiowrni) ity AHSOCIATION

J10TON, January 17,. -'riho National Association of Wool Malufaetilrers re-
ported yesterday thit the produedcio activity of woolon textile mills in 1939, as
ndicated by figures for th first 11 months of the year, was approxiniately 40

percent greater thim Iin 1038 ttd about 5 percent less thna. In the pos -war record
year of 1935,

The assoelatio deeleired that 1039 prodiietion also was 15 percent greater than
In 1937 and between 5 and 10 parent higher than In 19301.

Tie flgoyeo, auilled from the associations ''"ontily statistics," (I islomed that
coililm tIon of applrel wool dlrig the first I I months of 1939 averaged 5,640,000
scoured pounds weekly, compared with an average of 3,956,000 pounds for the
sano period of 1938.

Emnploynent in wool textile mills also wam reported much better during the
first II months of 1939, when an average of 152,000 peronm were busy weekly,
compared with a 122,000 weekly average Ini 1038.

The report noted that late in )ecember inills "producing more that] 50 percent
of wool goods (if the country announced wage increase of 7% to 10 percent,
effective February 1, 1040,"

Senator LODmR. Did I understand you to say that the only trade
agreement with any major power that affects woolen textiles is that
with Great Britainl?

Mr. Bxmss. Yes,
Senator Lo oo. And, that has ntthcon.in.oflsctlong enough for you

to have observed the effect of it on the woolen and textile industry?
Mr. B :ssp., We thought we could observe an effect cluring the first

ialf of 1039, but it is the kind of thing you never can be sure of.
There was no substantial change i turiff rates other than those made
in the agreement with Great Britain. One exception to that is the
lowering of the tariff on )illiard cloth from Belgium in the two Belgian
agreements.

Senator LODGE. So there are no conclusive figures yet which throw
any light on the effect that the agreements with the major countries
have had as to their effect on your industry?

Mr. BssE. That is correct.
Senator LODGE. But there is no reason to believe that it has clone it

tiny good?
Mr. BESSE. Correct.
Senator CLARK. I have some statistics here which I should like to

ask you about, showhig that for 1939, there has been activity in the
woolen textile industry showing an increase from 69.1 to 102.6 percent,
or' n increase of 48.4 percent. On raw materials, from 82.8 percent
to 126.4pereent; or-an increase of 51.4 percent; on employment from
63.1 percent to 84.4 percent, an increase of 33.6 percent; on pay rolls
from 50.1 to 67.7, an increase of 35.1 percent. That does not look
like they have been very badly hurt in the first 10 months of 1939,
does it?

Mr. BESSE. I do not think you can take that particular period,
but I do not question the figures.

Senator ClAnK. That is the only period during which the reciprocal
trade agreements have been in operation, isn't it?

Mr., BEssE. That is entirely correct-
Senator CLARK (interposing). So it comes down to this, it shows

that you have not been hurt yet, but you are afraid you will be hurt?
Mr. BESSE,. Substantially that is what I am saying.
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Senator CLARK. That is what everybody says that comes ii litro.
I havo booon astoulino( at the (1Oinploto similarity of the tostimnony
from early all of th witnesses who have beol in hoe from different
iidustrie,., They say' they have not )0(11 hurt but they are afraid
that thoy m1ay be hurt sonmotime. You recolhtL you were afraid that
you'were going to be hurt in 1934, and you wore still afraid that yoi
were going to-)e hurt il 1037, itnd you were better off in 1937 than'
you were in 1934, and you tire hotter off now than you wore in 1937,
but still you are afraid that you are going to b hurt soe place around
the cortier.Mr. Bnsmi , We were conside'ably better off in 1937 and so was

every other business, We think we wore hurt in the first 0 months
of this year,

Senator Lonuo., In 1937 there was no trade agreement with Great
Britain?

Mr. lh:ssi:. That is right.
Senator CLARK, If the whole system of trade agreemlents had gone

into effect, and I take it, that you will agree that the wool-textile
industry profits froi t an increase in the general purchasing power in
the ulted States just like every other business---

Mr. BI.&%w (interposing). I will agree with you that we profit from
any increase in the general purchasing power, but I cannot agree
with you that ti iicroaso in 1)urlchising power wtis due to the effects
of the trade treaties.

Senator CLARK. 1 11111 just calling attention to the fact that during.
the full operation of tie year of the Smoot-Hawley bill, your industry
was at tie very lowest point in its entire history, and tiat under the
meciprocal trae I agreements, a very much improved situation tias
been created, isn't that true?

Mr. Bzssu. Not in my opinion due to the trade agreenits.
Senator CLARK. Perhaps inot, but whether o, not you have been

hurt by tire trade agreements, you tire a great deal better off than
you were when the trade-agreement system started, aren't you?

Mr. Bssu.. Surely. So is everybody else.
Senator CLARK. Precisely. That is exactly my contention.
The CHAIRMAN. In 1939, what were the imports?
Mr. B~ssE. The most significant figure is on a poundage basis,

which I think is more accurate as an index than a dollar basis. The
figure for 1939 was 6,891,000 pounds, as against a low in 1932 of
1,899,000 pounds, and a high in 1929 of 10,233,000 pounds,

The CHAIRMAN. Taking it as a whole on the basis of either quantity
or value, there is about 2-percent imports in relation to domestic
production, is there not?

Mr. BEssE. I think that figure should be subject to considerable'
correction, but it is comparatively small in any case. There is no
use in fighting over it. There is a considerable duplication in the
figures put out by the Census of Manufactures because some units
in the industry are integrated, and go all the way from wool to the
finished products, and others are separate in the sense that they comb'
wool or they spin the yarn, and they make cloth, and there is a dupli-
cation there, but it would not bring the figure on woven cloth up to
a very high figure of our total domestic production of all typos bf
cloth. The blanket figure would be higher.

The CHAIRMAN. But there has been no reduction on wool?



Wit( IPIIOCAL TUAD10 AG(I01MIONT ACT

Mr. Busm, Tie reductions on the higher priced cloth are more
pxtensiv6 than on the lower priced,

The CHAIRMAN. Then it was reduced on rags and wastes?
Mr. Bnssio. Yes.
The CHAIRMAN, That affected you, tojo.
Mr. B1ssm. Yes.
The CHAIIRMAN, But it was not reduced at all on raw wool?
Mr, Bmssm, No reduction.
The CHAIRMAN, At all times, your production has been more thia'

it, was under the 1922 act up IIuntil tli Smoot-Ilawley bill wits passe(l.
Mr, Bassr. Our production?
The C HAIRiMAN, Y.,
Mr. Blnss, No; I think not.
''hO C1IAIiRMAN, Are you sure about that?
Mr. l Tsn. T will he glad to give you a tabulation, The figures I

have with me are only from 1929. You are speaking of figures from
1922, and I would have to check them to make sure, I cannot believe
that our production since 1930 has been comparable to the production
from 1922 to 1929. Our largest year was 1926. Our production in
1926 was considerably above what it was in 1929, if I remember
correctly,

The eJUAIRMAN. Thie value of the domestic production was about
$7201,00,000 in 1923. was it, not?

Mr. Issm. I thini that is correct.
Senator ChARK, Your broal loom activity was greater in November

1939 than any year since 1026, wasn't it?
Mr. BFssm$ Yes; that is due to the speculation which I have previ-

otsly referred to,
Senator CLARnK. Evert textile manu factureriJ indulge in speculation.
Mr, BssE., It was not ours so much us the customers'.
The ( HAIAIMAN. III the testimony before the House Ways and

Means ,k"ommittce, you called attention to the fact that the Secretary
wrote a woolen manufacturer that to offset the cuts made in the wool-
txtile schedule, we had secured from the United Kingdom concessions
in items which we exported to them in an amount of $875,000,000
in 1936.

Mr. Bss . That is right.
The CHAIRMAN. That testimony was given only about 10 (lays ago,

I believe, oi maybe 2 weeks. Wly didn't you call their attention to
the fact that a correction was made by Secretary Hull to this same
gentleman as to those figures?

Mr, Bussz. There are two reasons, Mr. Harrison. One is that he
made the correction only to the individual manufacturer concerned
and not to all of the newspaper who had the original release. The
other reason was that I used it as an illustration of the fact that the
statistics put out by time State Department as not, always accurate.
I have a copy of my testimony here.

The CHAIRMAN. On June 7, 1939, 1 placed into the Congressional
Record a correction by Secretary Hull in that respect, and you only
testified 2 weeks ago. You did not know about that correction?

Mr. BEssE. Oh yes, I saw it.
- The CHAIRMAN. Why didn't you call it to the attention of the

Ways and Means Cominittee-the correction?
,A%' BESSE. I listed that among a number of others as an illustra-

tion of the inaccuracy of the figures used by the State Department. '
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The CHAIRMAN, And you let it stay at that and did not make the
correction. It seems to me, as one member of the committee that
in appearing before a committee, that that statement you made left
an erroneous impression, and you say now that you knew about the
correction that Secretary Hull had made, that it had been inserted in
,tie Congressional Record, but you did not call it to the attention, of'
the Ways and Means Committee.

Mr. B6EssE. I think very likely the other misstatements or incorrect.
figures to which I called attention were likewise corrected. I have no
reason to suspect that they were not,

The CHAIRMAN. All right.
Senator CLARK. Let me ask you this. Do you think the country

as a whole, taken by and large, would be better to go back to the
Ilawley-Smoot tariff bill? Taking it by and large.

Mr.'BEsSE. That is a pretty difficult question. Perhaps I could
put it better this way--you will find it stated in my brief. I feel if
we should change our rates on woolen goods or any other goods---

Senator CLARK (interposing). I im not talking about woolen goods
particularly.

Mr. BESSE. All goods. It would be 1ore intelligent to make
changes because we believe rates are too high or too low, rather that)
to change rates as a result of negotiations with foreign countries,
because it is something which they want. I

Senator CLARK. I would like to have you answer my question-- -
do you think the country as a whole would be better off under the
Ilawley-Sinoot tariff bill than it is under the present situation? That
is a very definite issue, it seems to me.

Senator LODGE. Is it not true that the Hawley-Smoot bill has never
been repealed?

Senator CLARK. It has been repealed as far as the act of 1934
applies to it. It has been modified to that extent, the extension of
which is now a subject before this committee anld will soon be before
the Senate; therefore I say I would like to have the witness answer
whether he thinks it would create a preferable condition in this country
to go back to the Itawley-Smoot bill and wipe out the reciprocal trade
agreements, wipe them oiff the map, which can be (lone by repealing
,the act of 1934 and giving notice of the abrogation of these treaties
and go back to the Hawley-Smoot Act, the act which was the prede-
cessor, the alternative that we had when the act of 1934 was adopted
over your opposition. Do you think we should go back to that and
that tihe country would be better off if we did that?

Mr. B~as. I do not think il view of the present international
situation it would make any difference.

Senator CLARK. I just wanted to get your views on it.
Senator JOHNSON. Well, as a matter of fact, that question is not in

any way before the Congress at the present time.
Senator CLARK. The Senator from Colorado has made that state-

ment a member of times. Tile question of the wisdom of the whole
thing is presented. If the act is not wise, it ought to be repealed. If
the agreeinentg which have been made are a detrinent to this country,
they ought to be abrogated. If it is a good policy we ought to pursue
it. The whole question of the wisdom of the reciprocal-trade-agree-
ments policy is presented, in the resolution for extension.

Senator JOHNSON. That may be the opinion of the Senator from
Missouri. 0
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Senator CLARK. That is all I ever attempt to state.
Senator JOHNSON. It is not the opinion of the Senator from Colo-

rado.
Senator CLARK. I would not attempt to state the opinion of the

Senator from Colorado.
Senator LODGE. I agree with the Senator from Missouri that the

question is whether or not we approve of this policy, but the alterna-
tive if we reject this policy, the only alternative is not a return to
excessive protectionism. That is what the automobile man said here
yesterday, that it was either this policy or a policy of excessive pro-
tectionism, and it sees to me that is a most unwarranted assumption.

Senator JOHNSON. Certainly there is no pending legislation that in
arty way has anything whatever to do with the 22 existing trade trea-
ties that have been entered into.

Senator LODME. You mean those stand and go on afterwards?
Senator JOHNSON. Just as they are, without change.
Senator LODGu. That is true.
Mr. BESSE. May I make an observation, Mr. Chairman?
The CHAIIRMAN. I suppose that will be argued on the floor. Do you

want to make an observation?
Mr. BESSE. I was merely going to say that there is no existing rate

which we have acquired as the result of any treaty which could not
be left in the tariff act as the result of the flexible provision if it were
possible to make out a case for that particular rate. There is no rate
that has been lowered more than 50 percent, and it is quite possible
to lower any rate 50 percent under the flexible provisions of the tariff
if the board can make out a case for such a reduction. So the present
rates are, if they are perfect, they can be easily maintained.

The CHAIR MAN. You would rather take your chances in the Con-
gress than before this committee?

Mr. BESsF. I would not say that. I would rather take my chances
with Congress thItan I would with a foreign negotiator.

The CHAIRMAN. You think they arc pretty good I)eople-the expert.
on this committee that negotiate these trade agreements?

Mr. BEss. Splendid. But their recommendations have not
always been followed. It is inevitable that they cannot be followed.
A study is made of a l)articular industry but, although the study has
been made with great care and with the best possible intention, after
the study is made it has to be put into the hands of someone who
then negotiates with a foreign country which is after some particular
concession on this side of the water. I would much rather have our
tariff set by a commission in this country who looked at our own
problems rather than at the problems of the foreign nation. This is
my primary objection, that we now set our rates by barter, not as a
resuIt of careful study.

The CHAIRMAN. They say they look after our interests.
Mr. BESSE. Of course, they do, Senator, but they start on the

assumption that they must increase our imports in order to increase
exports, which is what they are after, and they have to find some
industry who is making a product, the importation of which can be
increased.

Senator LODGE. You are not afraid they will raise them?
Mr. BESSE. There has been no evidence of it, Mr. Lodge.
The CHAIRMAN. Did your organization originally champion in

1922 putting a tariff on rags and waste?
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Mr. Bufsp. I think not. At the present time there are some
interests in the industry that are concerned with the importation, of
rags, that belong to the association. If I reinember correctly, in
1922 they were not; it wits a se)arato association.

The CHAIRMAN. Did the National Wool Growers' Association
advocate it?

Mr. Iksasv. No; they were against it.
The CHAIIIMAN. They were agaiust it?
Mr, Bxssn. Exactly.
The CUnAIItMAN, Y'on have generally agreed with them, though,

haven't you?
Mr. IBfss . We have hadi a great many points of difference.
The CHAIIRMAN. YOU have gotten together though? You have

been pretty successful in getting together in the end, haven't you?
Mr. BEssE. I think rather tie reverse. Mr. Marshall is here

today, and I think will betar witness to the fact that we have a good
many divergent points of view,

TIe CHARMAN, They have not been expressed before this com-
mittee this tine.
Mr, Bl:ssiP. We try to keep them out of Congress as far as we can.
Tle CHAIRMAN. I thought so.
Senator CLAK, The export of wool rags from the United States

during tie first 10 months of 1939 exceeded the imports of wool rags
by 800,000 pounds, so it does not look like those people have much
ofa squawk.

Mr. Bvssu. In general, we export our poorer rags and import the
better ones.

Senator CLArg. The exports did exceed the imports by nearly a
million pounds during the first 10 months?

Mr. B ssE. That is correct.
The Cmimt AN. You (1o not favor increasing the tariff on raw

wool, do you?
J ir. B ESsu. No; I would not.
The CHAIRMAN. Are there any other questions ?
(No response.)
The CHAIRMAN. Thank you very much.
Mr. B ssE. Thank you, Senator Harrison.
The CHAIRMAN. I desire to insert in the record at this point a

correction appearing in the Congressional Record of June 7, 1939,
concerning which there has been some testimony by this witness
today.

(tihe same is as follows:)
Mr. IARRISON. Mr. President, on May 26, 1939, there was Inserted In the

appendix of the Record, by unanimous consent, a communication addressed by
the Secretary of State, lion. Cordell hll, to Mr. Millard D. Brown, president,
Continental Mills, Inc., Philadelphia, Pa,, concerning the reciprocal trade-agree-
mients program.

The figures $875,000,000 appearing in the last )aragraph on the left side of
page 8804 of the Record are in error. The figures should be $326,000,000. I
ask uinanimou consent that the permanent Record be corrected in this respect.

The VICE PRESiDENT. The correction will be made as requested.

The CHAIRMAN. The next witness is Mr. Conover.
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STATEMENT OF JULIAN D, CONOVERo SECRETARY, AMERICAN

MINING CONGRESS, WASHINGTON, D, 0.

Mr. CONOVt. My name is Julian 1). Conover. I am socreary of
the American Mining Congress, a national organization representing
the mining industry of the United States in all its branches.

Tho mining industry approves all suitable measures for increasing
our foreign trade, provided damage is not done to the public interest
by cripping or destroying establish ed domestic, industries or employ-
ment, or lowering American standards of living. Our position on the
resolution now before you was set forth briefly in a declaration adopted
at our forty-second annual meeting on January 18, of this year, as
follows:

We do not favor the extension of the Reciprocal Trade Agreements Act lnlnn
it is amendi(led to climnhnate certain defects which experience has developed:

(1) The policy of gratuitous extension of concessions to nearly all countries
(loes not result In benefits to the United States equivalent to its sacrifices and
should be abandoned.

(2) The trade agreennts committee has not given each commodity the
careful cmnplct and export consideration it deserves, anid has inflicted unduly
severe burdens on established domestic industries,

(3) Administrators of the out have not applied the treaty provisions per-
nltting modiflcation whore exchange rates are seriously altered,

(4) They have not utilized clauses in the treaties provIding for withdrawal of
specific commodities when countries outside a given pact reap the principal beneflt.
at the expense of our domestic industries.

(5) The practical application of the act has not demonstrated a feasible method
to provide tariff increases when necessitated by changed domestic conditions.

(6) Reciprocal trade agreements are In fact treaties And should be ratified by
the Senate.

For a full statement of the facto supporting these views, we respect-
fully refer you to our statement before tie Ways and Means Com-
mittee, which appears on pages 1569 to 1584 of the record. We should
like at this time to emphasize briefly three aspects of the problem and
to offer three specific suggestions for needed amendments to the exist-
ing trade-agreements program.

First. We believe the law should contain a definite requirement
limiting our concessions on any commodity to that country which
constitutes the principal source of imports: This would merely carry
out the oft-reiterated policy of the State Department, which unfor-
tunately has not been followed in many instances. Such a policy
was explained to both the House and Senate committees by the
Honorable Francis B. Sayre, then Assistant Secretary of State, when
this act was first under consideration in 1934. On this point Mr.
Sayre made the following statement to the Finance Committee (found
in the hearings before the Committee on Finance on H. R. 8687,
April 27, 1934, p. 114):

The whole purpose of the program of trade bargaining is this: To restrict the
commodities covered in the agreement with any specific country to commodities
of which that country furnishes the chief source of supply of importation into the
United States, Then, under our most-favored-nation agreement, to generalize
those rates to other countries.

Mr. Sayre at the same time adduced a list of 29 countries, showing
numerous articles or classes of articles for which each country was the
leading source of supply; and the inference was plain that concessions
would be granted to any country only upon such articles.

Under such procedure it was felt that the cost to us of generalizing
our concessions to all nations would be minimized; and that, at the
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Worst, the velffare of 11 doiestiv iiilistt'y delM ient 11pon its tariff
)rotct.eeion would not be traded away except to that country from
which we wold be al)e to <himind msl uaitiiil belofits in ttik uri.
Thus tie agreements nogotiait 'd under the act would be es nearly of a
t'nio reciplr(O]1 I'll ctras is ) ssiblo 11nider tio 1ost.-fiivord-mIltion
policy.
Tlho actmil conduct of the trade-ogroeionis progrtiln hus failed

notably to 11lh(er to this plrocdotlure, n,1d the mining industry hits blw
a maijoI victim of those trausgresions. '111114, o I , 1Oe.( ('0(10 oil zic.
and tadiiiiuII, two (s'5 t'i tuicl nijral commoli10dities, wlt4 credited ill the
second agreelnwnt with Ciunli, a m11 m t, ry which is not tlie p>rineil)al
or even an impot'hnt source of imports. In the first 12 months tinder
this agreement (Ceeda suppl~liedl only 12 percent of our totilzinc
imports, while 91 lorcelt came frlom Moico, with whom we had no
agreement, and front whom we received no com )enisating benellt,
al tie balance from Perul Belfiui, and other coIIt.ies. In the
sat period only 8 percent of the bvIl it front the cud ini II concession
went to Canada, while Belgium secured 71 percent and the Nether-
lands, Italy, and other countries secured th remainder. Con-
cossions on our products were thus granted to a minor source of
imports, and the major benefits therefrom--entailing of course the
major damage to doniestic l)roducers --wore extended as a free gift to
other nations, with no direct compensating return to our country.

To remedy this serious defect in the program and to carry out the
original intent under the act, we urge an amendment to require that
concessions on any commodity be made only to that country which
constitutes the principal source of imports. Consistent with this
recommendation, we also suggest the insertion in the act of a further
provision, as follows:

When for a period of 6 ionits total inplorts of atiy II tole the growth, produce
or manififattur, of any foreign count ry on which the rate of duty ham been reduced
in any trade agreenient negotiated Ihrmiuiideter from countries other, than the signia-
tory country shall exceed those from the signatory country, the President shall
take the neecessary steps to withdraw the concession mUado to H11011 signatory
country on such article.

Second. We urge that definite provisions be incorporated in Che
act to make effective the "escape clauses" found in the various
treaties: Our experience utterly fails to boar out the repeated asser-
tions of the State Department, before your committee and in public
statements, that a domestic industry which has been injured by a
trade agreement can and will receive relief under these clauses.

The zinc industry again affords a conspicuous example. Producing
a basic commodity' whose price is governed by the world market, our
producers immediately and automatically suffered the full cut of $7
per ton which was mado in the Canadian agreement; and this penalty
will persist throughout the life of that treaty, except for such tempor-
ary and uncertain relief as may be afforded by the war's dislocations.

Senator CLARKE. It is a fact that our dloimestic production of zinc
increased considerably more than the total importations in 1939, is it
not?

Mr. CoNovII. That is true, Senator.
Senator CLARIK. And the price of zinc in 1939 was appreciably

higher than the price for 1938?
Mr. CoNovEn. That is true only as to the period since the war

began in Europe. Up to the time of the beginning of the war in
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Europe,, otir price was Very seoriolisly depressed. We Wer'e meeting
tLo foreign competition, which wits the only way that wo Could stay
ill business arid keep our mines al 1(1 tielt'os ru1ning, miod our men
oiilnployed.

&,onato' ( Aim. As u matter of fact, the grout bulk of the imports
came ill the samel1 period aftor the war wits declared, did it not? .

Mr. CoNoVwM. 'h iinpo'ts wVMire increasing steadily throughout the
year.

81lltl(' CJARK. '1116 I)l'10(0 julliped up to $6,50 in this country, and
the in)ortaLtions became heavy?

Mr. CoNovio. There' ws it substantial increase ill imports tirough-
out ti hIe year.

8enatoi' CLARCK. The b)lk of tho increase ae'vording to the Depart-
ment of Comiere, ws i molth after the declaration of the war?

Mr, CONovER. ' he i sports throughout tle year were substantially
heavier its the result of the tariff re dution.

Senator CLAItK, But the imports for the whole year were very much
less thanl tile increase ill tile domestic production?

Mr. CONOvmm. That is true, but that dolnestic production was pro-
ducod until the outbreak of the war at a ruinously low rate of return,

Senator CLARKE, They did not step Its prodution at a loss, (lid
thy? Do you moan that they increitsed their production over the
previous yor at it Iloss?

Mr. CONOVER. They had to meet the price which wit governed by
the world market.

Senator CLARK. But they did not have to increU0 the pr'OductiOn,
did they, if it was at a loss?

Mr. 'ONoVE. Of course with heavy overhead costs an increased
rate of pro(uetion is oneIL way of keeping the loss down, However, I
Night point out that th prodlctiol of the previous year had been at
an, extremely low level, and the production within the first 8 months
of 1939 was'only irbout 10 percent higher.

Damage has resulted not only from greatly increased imports, but
from tile (l3)'l'SSiol Of (10110stic ice leV(ls, and from the loss of that
Confidence in the future so essential to a nlaturli resourc' industry
which requires yutrs of preparation before actual production takes
place.

I might point out that the normal amount of exploration and de-
velopment of new ore bodies is not going forward. In many districts,
it is practically at a standstill because of the fact that our protection
has been cut and there is no assurance of adequate protection for
the years after tile war, hence there is no incentive to spend large
sums of money in tile search for new ore bodies or to undertake expen-
sive development work to prepare for future production. The con-
tinuance of this outlook is bound to have serious consequences upon
our future supplies of a critical war material.

The zinc industry's case fulfills completely the conditions of tile
escape clause in the Canadian treaty. Under this clause our country
has the right to withdraw or modify the concession on any article,-
quoting from the trea ty-"if, as the result of the extension of such con-
cession to other foreign countries, such countries obtain the major
benefit of tile concession, and if in consequence imports of the article
concerned d increase to such an extent as to threaten serious injury to
domesticc producers."

1J0]CI 141OA L TiaA|' A(|0PHONHONTS A(CJT
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Repeated conferences with the State Departmont have brought out
clearly that the zinc duty had been reduced without an adequate com-
prehension of the facts, and without any evidence of such painstaking
and accurate study as is claimed to b an inherent part of the trade
agreement procedure. This subject was discussed at length borere
the Ways and Means Committee. It was clear that the trade-agree-
ments authorities had not adequately weighed the facts pertaining to
zinc; as to cadmium their official statement spoke of it as a byproduct
of copper refining, although over )5 percent of our cadmium is actually
produced from the refining of zinc. Thus not only was the zince
industry penalized through a cut in its own tariff, but on top of that it
suffered a 50-percient cut in its other product-namely, cadmium, which
was based (1)01e a gross mnisappreliension as to the basic fact of whether
cadmium was a product of tie copper or the zinc industry.

The fullest possible assemblage of fact has boon presented to the
State Department, including authoritative statements from the
United States Bureau of Mines and from the chairman of the zinc
subcommittee of the Minerals Advisory Committee of the Army and
Navy Munitions Board, showing the need of restoring the duty. To
this date, however, there has boon no action whatsoever to rectify
the damage, Such action, it may be emphasized, can be taken in this
ease by the unilateral action of our Government, without any reopen-
ing of negotiations. It would not be necessary to disturb any other
item in the treaty.

We feel that this disregard of announced principles is indefensible,
and to afford a measure of protection we urge the following amend-
ment:

If at ally thie an establilshed donlestie industry as a whole shall Ihe damaged
as a result of the Itinluslon of Its proclut in a reiprocal trade agreement, the
Prepident shall exercise all availlaI le recourse uter the agreeimont with tho
signiatory country to remedy the daimiage Inllotod upon said domestic industry,
and If such recourse iti not adequate, H114111 ins( itut negotiations with the signatory
country seeking to withdraw or stiiclently modify the Oonlevssioll 1ide upoouI
that product to rimeuly the damage inflicted upon said doniestic Industry,

I might point out that that l)alilgral)l contains two parts. II the
first place, it makes mandatory the alpliclation of the escape clause
whore damage is done to at domestic im ustry as a result of impj)orta-
tions from third and fourth countries. Tht can be done directly by
our country, and that is required to be done by this amendment.

In the second place, whore a domestic industry is damaged but
the damage does not come from a third or fourth country, there is
no escape clause in the presoit treaties., This atlc(lnllent Would
require under such conditions that the Presidemit undertake negotia-
tions with the second country to alleviate the condition.

Continuing with our proposed amendment:
)amago to an industry under this section shall b) determined by the Court

of Claims of the United States upon complaint of any reprsemtative of an industry
directed against the Unted States aM setting forth the nature anild extent (l rIelh
damage. A cop)y of such complaint smlall hei served upon the Attorney Gllemrat
of the United Atates, and shell service and proceedings in the Court )f Claint-
hereumnder shall hx given priority and shall be i ider sucih rules as the Court (if
Claims may adopt.

That is, it sets up a mechanism for establishing proof of the damage
before an impartia tribunal.



S0110to1 CLARK. IsN U nything in tlio juiiiiilietioit or tho ex-
iierieileo of tho Courit of ( Illaiiis that, leadIs youl to hotlieVe thatt that i8 it
trl'ilflt betteri quli ied to pass5 oil tI iesil li ttiors tilil 11 otumliitteo
of (experts ini the various (Iepirtmionts of thet ( ovornuioiit?

Mr, CON)V an.t WO f00i 'MIoutor, chaet the Stuto i~jatnnbeing
of v0i11150, t ho body1 wh'ihliltsii tiikoi tho action inl the first place(1 to
r-oducon the d uty, has the jirfoethy naura nl roactioul tilt. allyOf u1s
tvoiild have of 4oollf)g to 'jii4tify thiat netioil, It, is diffeul t for tioni
to adop)t, imiiifltiioi vittwjoint. Our oxporionce Is fIot yet itidi-
(ited thatt thley hiivo boonl wvilling to give it trully impartial andii
Citrefiii iuti lV~i4 to the facets whichI have beoon Ireoitiu.

80ena1tor (0i.ARiK. 1111,V0 YOUI ((O) a ally oti'(Xporiolvo wichi thle C ourt
of Claims?

N1 . (OOYiR. No, sir,; I Illmve not,
SOnlittor ( bARiK. I thifl YOU WOldI I iiiinify -voll' aiiladillt if

yol iiilmllihad. Thatii is noI 1(l'oioll upoln the ( ourlt of ( hulms, blmt' tile
Jurisic t ion 1iu1doi heich it, is c01 stitu told

Mr'. CONOV aa, T'Pui youl, Senlator. Weo sold ho ghud to m00 ally
o their suiggcstioii lilvitiicoill wliiohi woiiid Clirly ouit, tile objective.

)ilr' 1)1'010140l iIMMdiii0iit 11 ierily pidesi(O 'it mnoitis of atssurinig that
the' widely puiblicized policies of the State IDopartniont will be carried
ouit, andi Cliitt dhomesQtic 1( llutl105an iiw orlklol will be sitfogmirde{I.
I f t les alsuinalces itre liiitdo inl goodl faithi thiore should ho no0 Ob~jection
to suchl all Itiiioniiih it, fhlt ti entil that Congress provide
someo illaiis vherel )y(itOSl iiit s (11111 iObtiil 11lie f if they are
atildy duagou and1( cannot obtain reparlatio~n,

Thlirdl, we urge StronIgly that the p01)10 (of theUlio kIid States,
through th'(lil dly ('hootOe i'01 )leseftltivem, hol given an opportunity
to pass lpl )fl (05 Coliliii t's with foreign powers, wichi So vitally
idfet. every pluiso of our[ evoiuoici life, before they beWomle efhectivo.

We1 oke Issue with thei stiltemelits of Mir, 6riidy that "Sciiiitte
rattif(ivltiolf orf trod e igreeiien ts wold hi e no0t, moroly' it ci iO('h on tho
uiui1ti n tv to 10oXerINO SI by tW ie l'To'eui( bi t, at001 volp te bi (1k-follt'
tuii illd ' at i lica it ion is 6ilo ut fito1101I repeal. ' e ilinfi1ot iigre
wit, the implict io i ll 0 tln'S0 stilt~ei'I N that ODIi t1 lie apOin toll1
offlhi,1I of tiue tl'lil(1-iigieii ts orgpil IiYautioillii tuvedi ilemit vision,
jut elhigeuive ii0 f(iili ) 1111 i Iwru tiblt to1 liifille our ei'i glieeits wit-1
foreign (o0i liO, iieu'-MI 11int i(t0ild MOnIbos N of Congre1ss, i'eipoiisihle
directly to the pnoj do, ilre ificolluijOtollt to disecIoi'-ge thouvi' duity to the
Nitt1(10 wlteit con1 ronitoll With iSoot ionail iSK1uli's. WI SOiMAli that I
t1R1,11 agreoniet, wiV.c Cannot obtiin ratification by siuwhi elected
10 prosolfiutives (Olt seiii'cely be ini the Imlblic ifnterest,

'Ae 5s1ioml u o 1 istioli the consitituitionlity of the Jpresefit act., which
fotils to provide any defiflite legisintivo stailiurd for readjustmient of
tiurill' rtitog lby the' Ixective. We agree aliso woith those authorities
who hol1( fttt the tI' i(ogiecmnent.- aro ift fact treaties and its 811(11
111114 heo11bulb by and with the a(dvice andu Colisoft of the Seliftt. We
il0 not believe 'In the existelkee of PI-111t11ilt ''4el(l11CgiiciS' which1
justify Colitilueu (hoVilitioll fromi oiu. i' hus forim of G ovoi'uiInteuli.
Iit regoib'cSs of the legal questions inivol veil. ti' interests of Aneio-
(l11ift ll igtly and 1 thor eall for soiiie ('110k fill(1li muisd irected 'zeal ill
the nlegotiotion iof theso( Comipacets, 'Illo requ(1ffil'ehi of Senlate rat i-
fi(uIltool W0'111 111111iiWk thle trtilfl-agrl'l l ts 5 (1 izil 1t loll 111010 0011-
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scions of its obligation to adhere to its stated policies, to be careful
and111 accu1irate ill its filldin~gs of fiet, and to safogu'rd domestic indus-
tries against injury.

We ask in all earnestness, Is fliohe any retison why our American
citizens should 1o1t, have the samue privih;go enjoyed by the people of
other na11tions, of serliinizing thegcolitri ii their behalf, and
colnlnillicllting their Views to their repres entatives in the Senate, who
may then approve or d isapprove these pacts? Are the M emIbers of
our Senate any ltss competent to poss oil treaties than tim legislative
bodic; of other countries, the great majority of which subject their
agreements to ratifi nation?

We plead for a resumption by the Senate of its proper function in. the
conduct of our foreign affairs by reviewing the acts of executive
agencies which may maoan life or death to important segments of our
economic life.

The CHAIRMAN. Are there any other questions?
(No response.)
The CIHAItMAN. Next on our list is Mr. Ernest V. Gent, repre-

senting the American Zinc Institute, Ine.
Mr. GENT. Mr. Chairman, the institute has prepare(] a short brief

and with your permission, I would like to yield to the president of our
organization, Mr. Howard I. Young, who is also the president of the
American Zinc, Iead & Smelting Co., and a practical operator, and
manufacturer of zinc.

The CHAIRMAN. You mean that you are yielding your time to him?
Mr. GENT. Yes, sir.
The CmTkiuL N. But you are filing your brief?
Mr. GENT. He will present the institute brief.
The CHAIRMAN. Very well.

STATEMENT OF HOWARD I. YOUNG, PRESIDENT, AMERICAR ZINC,
LEAD & SMELTING CO., PRESIDENT OF AMERICAN ZINC IN-
STITUTE, INC.

Mr. YOUNO. The operations of the American zinc industry are
Nation-wide. Zinc mining is carried on in 18 States in the western,
central, and eastern sections of the United States. More than 30
States in all are concerned in the production and manufacture of zinc
and its products. About 25,000 men are employed, and it is therefore
reasonable to assume that at least, 100,000 persons are directly
dependent upon the zinc industry.

Almost 2 years ago, the American Zinc Institute, on behalf of the
domestic zinc producers, filed a statement with the Committee for
Reciprocity Information in connection with tile trade agreement
negotiations with Canada. Supplementary briefs were filed, and oral
presentations were made by various divisions of the industry in an
attempt to defend the tariff rates on zinc ore and slab zinc established
by the Tariff Act of 1922, which were unchanged by the Hawley-
Smoot Act of 1930.

Senator CLARK. You did not ask to have these zinc rates changed
in 1930?

Mr. Youri. No, sir.
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Senator CLARK. The reason for that was that they were already
prohibitive, weren't they?

Mr. YOUNG. No, sir.
Senator CLAIRK. You testified before the House committee that the

imports of zinc prior to 1935, I think, were negligible?
Mr. YOUNG. We were an exporting country on zinc from 192]

until 1927. We were not unduly threatened with imports as long as
we had the protection that was provided under the 1922 Tariff Act.

Senator CLARK. That is what I say, if no imports came in, it shows
that the tariff was prohibitive and shut out tll imports, That is
what a prohibitory tariff is.

Mr. YOUNG, WAe were self-contained on zinc.
Senator CLARK. That is all a prohiiitory tariff is-- one that shutts

out all imports.
Mr. YOUNG. I don't agree with you Oil that.
Seiiator CLARK. That is my definition of it.
'The CHAIRMAN. Do you mean you would have gotten along just

as well if you had not had a tariff at all at that time?
Mr. YOUNG. May I just explain this to Senator Clark? The

metallurgical development that took place in zinc after 1926, had
just become operative in world production along in the late twenties
and the early thirties. The inetallurigeal improvements that had
been worked out in the United States in the selective flotation of ores
whereby you could make a clean sel)aration of a complex ore, taking
out the copper, lead, zinc, all separately, were just being applied in
these foreign countries, andI as long as that process was not available
to those foreign countries, we were not at tny tie threatened with
importations into this country.

However, beginning about 1935, the aplication of these processes
to the high-grade ore deposits of foreign countries had produce(l a
situation where we were oblige( constantly to keep our price at a low
level to meet this low-cost foreign competition.

Senator CLARK. The point that 1 ant making, Mr. Young-I am
not a mining man, and I do not understand the.se proc(sses--but the
point that I am making is that the rate which was entirely agreeable
to you in 1022 and under which the imports were negligible. were still
entirely agreeable to you in 1930?

Mr.'YouuNc. Absolutely.
Senator CLARK. That is what I had in mind.
Mr. YOUNG. That is correct.
Senator CLARK. I did not mean to interrupt your statement.
Mr. YOUNG. The zinc industry was puzzled at the contemplated

concessions to Canada, as one of the stated principles of the trade
agreement program is that concessions shall be made only to the chief
source of imports. As a matter of fact, imports had been unimportant
except in 1937:, when extraordinary drought conditions hi Montana
curtailed domestic production. Even in 1937, zinc inports from
Canada were in fourth place, and represented less than 15 percent of
total imports, Belgium, Peru, and Mexico each being responsible for
a larger share. Furthermore, at no previous time had Canada been
the chief source of our imports, nor has this situation changed to date.

In its statement filed with the Committee for Reciprocity Informs-
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tion on March 12, 1038, the hustitute emphasized the probabilities
of third coutli)ry benefits as follows:

* * 1e 1st eXp)et Ihiiindilato importatioiii from other countries, par.
tlcularly Mexio * * * The Iow wage tatmA prevailing in Moxitoo jt tfy
oturrent, (

10lett1' am a. 11e5m of 1)rotectloI for Anmricau labor * *
'Tht Institute thou quoted the following ttatenmenL made in 1921

by the United States Tariff Commission, when zinc rate,% were
dilseussed:

* * * ~Tro On Mexico) we ind large delopitm of hlgh-gradoshie oro thathave uiot, hcn worked, AH moon am therm m adjumtmor~t of Cho unrest In theme
regioms Ihs'e deosmite ean furnish enorioism (iuintitties of deslrabhl zin ore at
oxtroinely low cost, Th I'etght froin these m liIte to th American ine smelters
Is high, Imt. it) view of the, low cott of rohiii g the ore It can he delivered at
Misissippll Valhly points fori h's cost tiln muci of the output from the In liels
ove(l of tflit mieoition (of the United St'atts.

As a r sponse to our expressed feats of third-vountry benefits, we
had to depend upon the answer that was given at the hearings time
nd time again when Senators, Congressmuon, and reprevsntativcs of
industry 119tioned th tireat of it geivaI invasion of our markets.
They were tol not to worry, that there would be the usual esca1 )e
Clause il the agreement which would insure against that risk. Te
zille industry accepted this statement at its face vlue and it Seined
to be the only ray of holeo when, on November 17, 1038, the announce-
ment was nlad( that. tilt, duties on zinc on i1(d slab zinc had heeit
cut 20 percent. Bcauws, we believed a great wrong had been done
and that i Serilils error had bevin iiiacdl, eiirgeteic protests were filed
promptly and continuusly with the Stiute. Department. We felt sure
that the soundness of our* position would he recognized upon review.
Adding to this assurance was the public statement of Dr. John W.
Finch, Director of the Bureau of Mines, vhi in April 1038, pointed
out that a reduction in the tariff on zinc could lirdly be considered
in the public interest, This opinion, it, will be noted, was offered by
Dr Finch 6 or 7 months before tli, announcement of fhh duty cut.
1)r. Finch's views were greatly aIll)lificd by the report issued by the
Bureau of Mines under (late ot ,hine 27, 1939, in tin form of a detailed
analysis of the reduction in the tariff on zinc, It is far too long to
quote here, but this analysis supports the position of the industry
and, in its final paragraph, states:

The foregoing analysis of the zinc industry indiotes chearly that domestic
1)r(tiieers are confronted with a critical situation resulting primarily from in-
satisfactory conditions abroad, the effects of which on the donestie market have
been intensified by the 20 percent reduction in tariff.

(The full text of the Bureau of Mines analysis will be found on
pages 2732-2735 of the hearings before the Ways and Means
Committee.)

Months went by and we persisted in our protests with the result
that we were invited to furnish data to permit of a special study of
zinc bv the Trade Agreements )ivision of the Department of State:
We fuirnishlxd everything which was requested, and more. In fact,
we have continued to (1o so to (late.

As a result of direct representations to Secretary Mull, an informal
hearing was finally armqged for September 18, 1939. The industry
took great pains to son that a representative group of actual lprodlivors
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were present to discuss every phase of the industry, Quite a num-
bar of the members of the trade agreements organization ,nd various
Government departments met with us, but tile Bureau of Mines was
not represented. Frankly, the industry was disappointed. We had
to do most of the talking. Very few significant questions wore asked.
A great deal of information was voluntarily offered by the industry,
Ail after the meeting it 19-pago statemlelt HitppleilOitaiy to time con-
feremico, was submitted by the industry, Five mo ths and inore have
l0ised(. We are still waiting for the answer.

We insist that a thorough examination of' tile facts was not made
before the dlut' concessions oi zinc ore and slab zinc were determined
upon. We submit that the fact that the Bureau of Mines was not
consulted is a strong indication of the correctness of this statement,
Furthermore, apparently the analysis since published by the Bureau
of Mineg, tile government authority on metals and minerals, has car-
riod no weight with the trade-agreements organization, and this, we
)eliove warrants ouir vigorous )rotest.

Finally, we point to clause XIV of the Caniadian agreement, vhich
reads in part, as follows:

The govrikmncnt of each country reserves the right to withdraw or to modify
tile concessilot granted o any article inder this agreement, or to imnposeo quantita-
tive regulations on the himportaton of any much artle If, as the result of the
extension of such oncesslon to other foreign countries. such countries obtain the
major benefit of the concession, and If In consequence hinports of the article con-
corned Increase to such ani extent as to threaten serlotu injury to domestic pro-
ducorS * * *"

We submit-
(1) That third countries have obtained the major benefits of the

duty concessions, as evidenced by the fact that 1939 imports show
that Canada was responsible for 12 percent; Peru, 14,5 percent; and
Mexico 59.4 percent.

(2) That in conse(llence, imports have increased to such an extent
is to threaten serious injuit to domestic producers.

(3) That the industry has applied for relief under clause XIV,
but without result,

In presenting its case to the Ways and Means Committee, the
American Zinc institute emphasized that there are provisions within
the Canadian agreement itself, the agreement responsible for the duty
concessions onl zic, which could and should have been exercised to
rectify the error and repair the damage. We reiterate this point, but
because of the fact that in no case has the escape clause on any item
in any agreement been exercised, we are beginning to despair of any
exception in our case, regardless of the facts. Therefore, we respect-
fully. uirge this committee to consider suitable curbs or mandatory
provisions to be included in the act if it is extended, which will ensure
review anti revisiodA of duty concessions when indicated. We believe
that the amendments suggested by the American Mining Congress.
would afford established American industries this vitally needed
protection.

Senator GEORGE. What are your chief producing States?
Mr. YOUNG. The chief producing States are Oklahoma, Kansas,

Missouri. Nevada, Utai, Montana, Colorado, Washington, New York,
New Jersey, Wisconsin, New Mexico. Arizona, Idaho, Tennessee,
Illinois, Arkansas, Virginia, Pennsylvania, West Virginia, and Texas.

215171-40- 29
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I Senator Baowi. Taking the last year, what was the percentage of
the total supply produced in the TUnited States and that produced in,
Canada and Peru and Mexico?

Mr. YOUNG. Of the total of thi world production?
Senator BROWN. No; ti production used in the United States?
Mr. YOUNG. Do you want to include the domestic production in

that?
Senator BnowN. Yes.
M r. YOUNG. Last year the domestic. production of zinc was 538,011)

tons.
Senator CLARK. That was an increase from 456,000 of the year

before?
Mr. YoUNG, That is true. The total imports front Canada were

8,015 tons; Mexico, 39,776 tons; Peru, 0,722 tons Bolgiumi, 4,678
tons; Argentine, 1 544 tons; Norway, 1,456 tons; France, 896 tons;
Poland 806 tons; 6hili, 78; Union of South Africa, 25 tons, or a totaf
of 66,990 tons.

Senator BnowN, I did not get the reductionn in the United States,
Mr. YoUNG. The United States production for last year was

538,198 tons.
Senator BRoWN. You say that seriously affects the price?
Mr. YoUNG. Very seriously.
Senator BROWN. How do those importations compare to former

years?
Mr. YOUNG. The year before, 1938, we had 2,332 tons from

Canada---
Senator BirowN (interposing). Give me the total of all.
Mr. YOUNG. 26,157, and I might say, Senator, that the only

year from the time of the World War up to 1939 that we had any
substantial imports was in 1937 when we had 39,398 tons, and the
reason for the imports that year was oni account of the extensive
drought that we had for 3 years out of 5 in the Northwest, which
materially curtailed the production of electric power. Montana is
the largest producing State of electrolytic zinc. It closed those
operations down to a point where they were only running at 25
percent of capacity for a number of months, and in the Mississippi
Valley there was one plant at LaSalle, Ill., that was down 6 months
on account of labor trouble in the first half of 1937.

At the same time, as you will recall, we had quite an uj)turn in
business in 1937, and the increased dentand came at the time domestic

reduction was curtailed for the reasons given; therefore the zinc was
rought in from foreign countries in order to take care of the gap

that was caused. These imports were entirely on account of an
artificial or unnatural situation.

Senator Guonqo. Do we export zinc?
Mr. YOUNG. No; we have not exported zinc since 1929. We had

exported large tonnage of zinc from 1922, each year, until 1929, but
our exports since then have been very small.

This development I spoke of a while ago when I was anwering
Senator Clark-the world production of zinc, excluding the U-ited
States, has increased from approximately 500,000 tons to over 1,000,000
tons in 1938. Fifty percent of the million tons of zinc that is produced
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in the world, excluding the United States, 1i a byproduct. By
"byproduct," I mean this, that zinc is not the prinelpal metal of value.
A number of these mines in Canada have large gold, sliver, lead and
some of thmn coppr valuam, and the zinc 20 years ago, could not be
recovered, but with the metallurgical improvement we have now, the
xie is recovered and mad of commercial value,

Senator OGono. Those improvements have revolutionized the
industry' throughout the world, haven't they?

Mr. YoUNa, That is true.
S nator CLAIuM. But the price has increased in the last, year too,

has it noti despite the increased production?
Mr. YoUNU. Nay Ii answer that?
Senator CIAK. Yes.
Mr. YouNo. The Canadian agreement with which you are quite

familiar was signed in November, 1938, and, became effective on
January 1, 1939. Within two weeks from the time'the Canadian
agreenieut was signed, time price of zine dropped $1 1 a ton.

Senator CLAIM. That was simply because you marked it down to
meet the tariff (lit?

Mr. YoVNa. No; that is not so, In the zinc industry, you as a
consumer of zinc will anticipate your requirements two or three or
four months in advance. When you came into the market to buy
your zinc in early December, you could buy zinc from Canada and
from ,Belgium for,$1 1' a ton ,lose than we had' been 'selling it to you, so
therefore when 1 came to you to sell zinc, and you told me the situa-
tion, I had to (1o one of two things-I could either meet that price and
hold your business and keep my phmnt running and my men employed,
or I could shut down and let that business go to Belgium, which was
the principal country of import. The duty was cut $7 a ton, but at
the same time the shipping companies that carried the metal from
Belgium over to this country reduced their rates from above $8 a ton
to $5 a ton, for carrying the metal over here; that was the equivalent
of another reduction of more than $3 a ton on top of what we already
had.

Senator ,JOnNsON. Mr. Young, would you say that after the trade
agreements went into effect and we hadthis reduction in the tariff
and prior to the beginning of the war, that the zinc industry was then
in a deiporalized condition and the outlook was very pessimistic?

Mr. YoUNo. Very muchso, Senator. Here was exactly the sltua-
tion--the price had been 44 cents from early December 1938 to July
1939, when it was advanced from 4.5 to 4.6. In August, it advanced
to 4.75. A number of mines had been closed down, a number of
smelters had been closed down. In our own plant--we operate in
Hix different SWtats---afId in our East St. Louis plant, we had notified
our employees that it would be necessary for us to discontiutie the
production of slab zinc and in May 1939 we closed down 25 percent"
of our units and were ready to close down the other 75 percent when
our labor caine tP us and said "We are perfectly willing to take a
reduction of 80 ents a (lay in our wases if you will go along nll take
a loss hoping that the condition will improve in this industry by the
end of the year or, at least, by the spring of 1940." Many of these
men had been in our plant for 20 to 2h years.
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The decision of the board of our directors, following my recoln-
mrldation,, was that we would go out of tho slab-zinc business, be.
cause we could not compete with the low labor that was being paid
in Belgium. Tile balance of our plant that wouhl have gone down
July 1, was kept in operation as requested by tile men. The war
started, and immediately the price of zinc went from $4.75 to $6.25
within 2 weeks, and on to $6.50 before the end of the month. That
naturally put us right back on an entirely different basis and we
restored normal wages.

Senator CLARK. Hero is the situation, isn't it, Mr. Young? I
don't think there is any question on earth on the figures and under
the reciprocal trade treaty that the zinc industry has a perfect case
under section 14 of tle Canadian trade agreement so far as concerns
the benefit to a third country which has been getting the benefits
from the other high contracting parties concerned. I don't think any-
body could question that, that the imports from Mexico have been
greatly in excess of the imports from Canada.

Senator BuOWN, Is there a trade agreement with Mexico?
Mr. YouNG. No.
Senator Ci,,tK. But the 20-percent reduction is contained in the

trade agreement, and, under the most-favored-nation section, Mexico
gets the advantage of it. Mexico has brought in a great deal more
than Canada, In other words, we do not have the same sort of a
quota system that was put in in regard to cattle. That much about
section 14 is unquestionably true in my opinion. The other require-
ment, however, under section 14 is that the industry must show that
it is tlu'eatened with damage. Now, it is the contention of the
Department--and I will say and that will bear out the statement
that Mr. .Youiwg mide hero a moment 1 go-that the officials of the
State Departmenit did say that zinc was not going to be included in
the Canadian treaty. I can testify to that from personal experience,
because Mr.-Sayre told me so. I had received some communications
on the subject of zinc and sent them down to him without any roconi-
Inendation. I was not fronting for the zinc industry, but I asked
that they be given (tue consideration. I met Mr. Sayre 2 or 3 nights
later and he told me to tell these peo)pie not to worry, that zinc was
not going to be included. Nevertheless, zinc was included, The
testimony may be conflicting between the testimony of the State
Department and tile zinc industry as to what the effects would have
been if the war had not conie along. Nevoithelcss, the war (lid come
along, and nevertheless the domestic production of zinc reached con-
siderably more than the importations of zinc, and the price of zinc
for the year 1939 was $5.12 a ton as against $4.61 a ton in 1938.
I think the price now is $5.50; isn't it?

Mr. YOUNG. $5.75 per 100 pounds,. It went up this week.
Senator CLARK. It seems to mi that the criticism of the Depart-

ment under those circumstances is unfair in view of the fact that this
hearing was held in September, and the war liad then developed or
developed very shortly thereafter-I don't know as to the exact date
in September when war was declared-and at the question of the im-
minence of any damage to the zinc industry was not sufficiently acute
to make it an emergency measure.
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As I say, to my mind, it depends wholly on the question of, the

showing that the industry can make before the proper authorities as
to damage to the industry, because the first part of the requirement
of section 14 that there is more advantage to a third party than there
is to the contracting parties--there is no question on earth about that.

Mr. YOUNG. My answer to that, Senator, is this: Here is exactly
the attitude or the problem that we are up against when we talk to
the State Department. After they made this effective, we immedi-
ately showed them what happened with lie drop in our price. Their
position was, "because you have not lost your business, because you
met the foreign competition and did not bring in these foreign goods
and lay your men off, you have not been hurt."

When we had the hearing, the war was already oi abroad. The
hearing was he1 on September 18. They took the position that be-
cause our prices had gone up, that we did not need the help.

Senator CLAiK. I have not understood that they nmde any final
decision on the matter at all. Secretary I-lull told me, and various
other officials have told me, that they were watching that zinc situa-
tion very closely and that they did not intend where a third party was
the principal gainer to see any injury come to an American industry.
That has been their decision, is I understood it, all the time but they
do not feel that it has been necessary to make that demand upon
Cana-da at this time. Possibly they may be actuated by the thought-.
as I recall in'the last war, zinc wont up above $100, did it not?

Mr. YOUNG. Above $100 per ton; yes.
Senator CLARK. And the American consumer of zinc had to foot that

bill. Perhaps they do not feel like intervening at this time to let the
American consumer of zinc suffer from a war that is going oii abroad.,

Mr. YOUNG. Could I answer you on that?
Senator CLARiK. Certainly.
Mr. YOUNG. Take the situation on zinc today from a world stand-

point, and it is entirely different from what it was in 1914 when the
World War brokc out. This country (lid supply a very large percent-
age of the zinc to the Allies, to England, and instead of $100 a ton, we
got over $400 a ton for a short time and it was the worst thing that ever
happened to the zinc industry. I

Senator CLARK. I know it was over $100 when I got out of the Army.
Mr. YOUNG. England and those countries then became to as great

an extent as they could, self-contained, and after our duty was reduced
in the Canadian treaty, England put up their duty from 13 to 30 shill-
ings on any zinc that would come into England from any country ex-
cept their own Provinces, and they took 50 percent of. that duty to sub-
sidize their own industry to keep it in condition to take care'of them
from a national-defense standpoint. Zinc is a metal that is needed
for national defense.

Here is the reason that we are down here before you. We have had
very courteous treatment from the State Department, but no action.
The mining industry must do long-range planning, we must drill, we
must sink shafts and open tip ore deposits and then build a mill.
It takes 5 years as a rule from the time you make a discovery until you
get into production.. While we are making money is the time that
we should be trying to perpetuate the industry. We know we cannot



ne ,th tJXOa,,ay tbt is being paid in Belgiumn We know that
WO'eciW4,o mo et,tket mali wages being paid in Mexico with our present

,"We hAve an t t*1l situation hee. You take today all of the zinc
produced inzaiiada ond all of the British provinces is commandeere4
bythe.British Loyern ut,, exceptrng the actual zinc needed for do-
ineatic consuIption,.. , iat has taken out of the immediate threat,
all, of, that production,, bt if the war were -ended tomorrow what
would happen?..That mine is being sold at $3,70 per 100 pounds,

I talked to one of,the.biggest Canadian producers night before last.
They arq getting,$3.7,0.for their zinc and that is the same extra high
grade of zinc that in this country today is bringing $6.75. Add your
duty on to, that, apd your freight, and you have $5.70 Canadian inc
ii, here against ouro at $6.75.

Senator Giaosz. What is your total employment?
Mr. Youso., Twenty-flive thousand people.
SenatorCLAjs x That has increased considerably over 1938, too,

hasn't it? , , ,, 1
Mr. ,YouN. And the employment would be increased further,

Sehat.or,--if we knew that we were going to have the old-rate of duty
or if we knew definitely that we were going to bave protection whenI
we needed it;,if we knew that definitely, there would be several hun-
dred wenadded to the pay roll within 60 days in the "10lopment of
ore depositw that wijll not be in production for several y ars... .

Senator CLARK. I find that Mr.: Noble, who is a member of the con-
mittee, and is :Under ,Secretary of Commerce and a member of the
Committee on Reciprocity Information, testified before the Housecoixuittee as follows:. . .. .. .

T think sPt, summer-the tine' iny nrt he riht--pprentiy the Am i erla in-
dustry felt that a mistake had been made with reference to Canadian zinc. They
brought t4At before the committeefor a rehearing. Had It not been for the war,

dor f 4',oraile rate might have been arrived at) to put it more in line, so as nottki Mi bur Induht'ry here. But the war came on and the price IncresAid so
rapidly ,that aW adjuttiusutit In that particular case was not necessary. But, it Is
posaibletunder the present program tW.review the case of industries which considertn se riously hurt . ..

That is just in line with the information which I had received.
Seiator WiL-t. I6 there "any explanation why the Government

expert was not called in on either of those cases?
Mr. YoyNG, No; we have always been at a loss to understand

that. The Bureau of Mines is the Government bureau which kept
the records, for years, 1,,- ., L
"Senator Wit,. It oeem unnatural that the man who knows

should 'not be consulted in it, but what I have in mind as I got your
picture isr thig,L that yoU feel that if the war were to cease tomorrow,
that it would have a paralyzing effect upon the industry and be
altdgethdr) k very, serious efct insofar as our National Defense is

'Mir YOUNG, ,Ye; there is one other point that I have not made,
and that lohis , that la lot of the Mexiean, concentrates that formerly
went to: Belgium -ind the concentrates from South American countrieA
thet formerly went' there,, With the present c6urlailment of shipping
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facilities and on account of Belgium smelters operating only at about
25 percent capacity, although the normal flow of these concentrates
would be to Belgium they are now coming in to this country.

There is no question in our minds that if this war were ended
tomorrow, that our price would go down $25 a ton or more.

The CHAIRMAN. I am glad to hear you say that the State Depart-
ment have been courteous in the matter.

Mr. YOUNG. Yes.
The CHAIRMAN. And have given you rehearings. To my mind

just from your testimony and what I know about this situation, I
think that you have something to be aggrieved about. I think there
was a mistake made in the Canadian agreement because it was not the
chief comnpeting country, and gave an advantage to Mexico, but I am
advised that they are still consider 'n in atter up there and they
have asked the Tariff Com s our various zinc
territories to make anoti Wivestigation of this , and it is the
hope of some of us thal s matter will 1o straightened

Senator WILEY. ould be an in sting tale, Mr.. hairman,
to find out what w back of the breach s that s made
to this industry. t was madeJ ,the fi't insta e that that p ticular
metal would n e intefe $'wii. .

Senator CL K. Mr. QJirman if the eiitor is i ring to at
said, I would ot say thikC obt*hqf faith nnection ith
it at all. I ppened to moet a at soC gatering an he
said that he ad gotten a letter, ine a s before.mi I
would not re rd that as any ma th had tea to contr t.Senator 3 LRY. I hfk ot a~ Me ~lce as- b~vat was 4id

between yoi and the ecre u w t , told to the indu

The CHAIR AN. IS t re a el
Senator C Of iKofMi o . I al W sert a emor n u

furnished me jthe Stat epartmnn my re guest, this su ect.
The CHAIRM , That m ay be(The same is , ollows:) V ..

The rates of duty on c metal and zinc ore were reduced one-flfW y the trade
agreement with Canada w became effective on January 1, 1 . The rate on'
zinc ore (concentrate) was r from 1.5 to 1.2 cents und and on zinc
metal from 1.70 to 1.4 cents per

These reduced rates leave in efco ree of protection. The
(don1etic industry, however, has protested these reductions, particularly their
extension to zinc imports from other countries than Canada, and requests action
under the third country clause (Article XIV of the trade agreement with Canada),
under which the right is reserved to modify or withdraw a concession, after con-
sultation with the other Government, if there is an increase in imports under the
reduced rates, to the major benefit of countries other than Canada, and to such ak
extent as to threaten serious injury to domestic producers.

The record of Imports for 1039, as compared with 1938, does show a substantial
increase in imports, and the increase has come largely in the form of zinc concen-
trates from Mexico and Peru and zfne metal from Mexico, and to a lesser extent
from Belgium, Norway, and Poland during the earlier part of the year. There is'
attached a table showing Imports of zinc ore and metal in 1938 ind 1030 Indicating
the principal sources, it will be noted that of the Imports of 64,461 tons fi 193 ,
47,291 ame In from Mex(co and Peru, including IO605 tons of metal from MexIo
and 30,776 tons of ote from Mexico and Peru. I ..
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It is not possible to determine at this time what part of these increased imports
of f eign metal will eventually be reexported in the form of zinc manufactures or
of products containing zinc. Draw-back of import duty is available for such re-
exports under the principle of substitution-i. e., products containing domestic
mine can, under prescribed regulations and procedure, form the basis of claim for
draw-back of duty paid on imports of foreign zinc. Armament requirements of
belligerents, for example, for brass and galvanized products, will probably reMult in
increased exports of products containing zinc offsetting a proportion of these in-
creased imports, but it is not at this time possible to determine the extent of such
offsetting exports.

In any ease however, it is clear that imports have increased substantially, and
In major part from countries other than Canada. The question whether a case can
be established under article XIV of the trade agreement with Canada rests, there-
fore, upon whether these imports constitute a threat of serious injury to the
domestic producers. _1

The statistics of domestic production and shipments in 1939 shova considerable
improvement over 1938: the increase alone in domestic productioh, of more than
80,000 tons, Is in excess of the total imports for consumption of about 65,000 tons,
as the following table shows:

Zinc production, shipments, and imports for consumption

rons of 2.000 pounds)

1638 1989

Domestic production I ............................. s............................. 046, M 38,198
Domiestc shipments ......................................................... 395, 5M 659,972
Iniports for consumption ........................................................ 12,108 4,41

I Front report of the kunerican Zinc Institute, The final figures of the Bureau of Mines annual review
of the zinc industry show a slightly different total for those years.

Of course, the outbreak of European hostilities in September 1939, which was
followed by a heavy increase in domestic shipments and expanded domestic pro.
duetion of zina, together with a rapid priee increase from 4.75 cents per pound
to a peak of 6.5 cents, had a considerable influence upon the results shown for the
entire year. But tile major part, of the imports also came in during the last
4 months of the year. Even during the first 8 months of the year, before Sep-
tember 1, the increase in domestic production and shipments over 1938 exceeded
the total imports, as the following table shows:

Zinc-Production and shipm'ents and imports for consumption

ITons of 2,000 pounds]

January- January-
August August

1938 1939

Domestic production ........--------------------------------- -302,284 334,301
lnocstic shilpuments .........----------------------------------- -225, 570 338,346

Imports for consinption ....................................................... 7,840 24, 056

Thus the increased imports have cotme in at a time of even greater increase in
domestic production; the major part of the imports came in luring a period of
exceptionally high prices for zinc and great activity in the domestic industry.

The following data regarding tile activity of the domestic industry in 1939 as
compared with 1938 are of interest:

(1) Domestic production of zinc ore increased from 516.7 thousand tons zine
content in 1938 to 575.6 thousand toils in 1939.

(2) Domestic production of zinc metal increased from 457 thousand tons il
1938 to 538 thousand tons in 1939, an increase of 81 thousand tools as compared
with total imports of 64.6 thousand tons.
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(3) Stocks of zinc metal declined from 126.8 thousand tons at the beginning

of the year to 66 thousand tons at the end of 1939, 1
(4) The average price received for slab zinc for the year 1939 was 5.12 cents per

pound (Prime Western, East St. Louis) as compared with 4.61 cents for 1938.
The price which remained at 4.5 cents during the first half of the year increased to
4.75 cents in August and, after the outbreak of war In Europe, rose to a peak of 6.5
cents on September 27. Declines during December and January 1940 brought
the price to the present level of 5.5 cents.

In the tri-State region, which includes the Oklahoma producers, total ship-
ments of zinc concentrates increased by 41 thousand tons to 396.6 thousand tons
for 1939 and the average price for that year rose to $34.15 a short ton as against
$27.83 in 1938. The price reached a peak of $44.50 in October, and is now $35.50.

When the duty reductions on zinc were announced in November 16, 1938, very
strong protests were immediately made by the zinc-mining districts and the zinc
smelters, definitely asserting that the reduction would wreck the industry, throw
thousands out of employment, and be followed by an invasion of foreign zinc.

More than a year has passed since the duties were reduced. Zinc mining and
zinc smelting are today in a considerably better position with regard to price,
employment, production, and deliveries than was the case before the duties were
reduced.

Total shipments of zinc concentrates from the Tri-State district (Oklahoma,
Missouri, 1ansas)are reported to have increased by 41,000 short tons to a total
of 396,633 tons in 1939. The average price for 1939 rose to $34.15 a short ton as
against $27.83 for 1938. The total valsei of Tri-State shipments of zinc concen-
trates rose by $2,837,156 to $13,547,218.

Total production of slab zinc by smelters rose 81,208 short tons over 1938 to
538,198 tons for 1939. Shipments of slab zinc by smelters rose by the large
amount of 203,314 tons over 1938 to a total of 598,972 tons for 1939. The average
price received by smelters for slab zinc, although not yet published, was 5.1 cents,
or about 10 percent above the average price of 4.61 cents a pound for 1938. Pro-
duction of slab zinc for 1939 reached the highest fig ure since 1929, with the excep-
tion of the abnormal year 1937. Shipments of slab zinc were at tile highest level
reached since 1929. The price of prime Western slab zinc today is at 5.50 cents
a pound as compared with the average price for 1938 of 4.61 cents a pound. The
price of Tri-State zinc concentrates is $37.50 a short ton as against the average
price for 1938 of $27.83 a ton.

Imports of zinc slab and zinc ore are at the highest level which has been reached
since the Workl War in 1914--18. The total imports, however, have been con-
siderably less than the increase in domestic production. The heaviest imports
have taken place in recent months at a time when the domestic price of zinc rose
to a peak of 6.50 cents a pound. In preceding years, most of tie zinc imported
either as ore or as slab has been used for reexport in the form of galvanized sheets,
die castings, and other products. The substantial increase in sales of domestic
zinc since the declaration of war in western Europe strongly suggests that no im-
portant change has occurred in time usual use of imported zinc for reexport In
processed form.

At the request of the zinc industry, and because of the unusual conditions created
by the war, the position of the domestic industry is being closely observed and a
careful watch is being kept to detect any serious threat of injury to the domestic
industry.

Value of mine production of recovery zinc in the Joplin region

1031-33 1036-08

Ksnsas .......................................................................... $7, 9S4,000 $2% 211,000
Missouri ................. ..................................................... 72 0 0 4, 299, 000
Oklahomina .................................................... 17, 304, 000 39, 900, 000

Summarizing the situation for tile whole year and for the industry as a whole,
it is to be observed that tie increased imports, which were heaviest in the last
4 months of the year, came in principally during the time of especially heavy
activity in the donsestic industry and during a period of unusually high prices.
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Total production of slab zine by smelters rose 81,208 short tons over 1938 to
588,198 tons for 1039. Shipments of slab zine by smelters rose by the large
amount of 208,14 tons over 1938 to a total of 598,072 tos for 1939. The average
price received by smelters for slab zinc was 5.12 cents a pound or about 10 percent
above the average price of 4.01 cents a pomd for 1938, Production of slab zinc
for 1939 reached the highest figure mince 1929 with the exception of the abnormal
year 1937. Shipments of slab zinc were at the highest level reached sitnce 1029.
The price of prime western slab vine today is at 5.50 cents a 1l)02nd as compared
with the average price for 1938 of 4,61 cents a pound, The price of 'Tri-State
sine concentrates Is $35.80 a mhort ton as against the average price for 1938 of
$27.83 a ton.

The representations and the position of the domestic Industry are being
actively investigated. Until final reports have been received and considered, it
would be premature to endeavor to anticipate what decision will be arrived at
with respect to the representations of the ?,tile Industry.

Imports of zinc ore and meld, 1988 aul 19,19
[in short tos of 2,000 epondsl

1035S 1039

Ore Slnb ]'Vats Oro Slab Total

Canada . ..... .... 2,332 I 2, 332 1573 0, 402 7,970
Tkilghim ...... ....... ... . ...... . 2m 286 .. . .. 4, 70 4,790
Mexico .............................. 24 3, 34 0 , ,70 12,270 10, 0 2. 784
Per.............................. 4,032 . 4.632 18,497 0 . 407

(hand tote) .................. .3 7,2.10 12,000 4,003 30,000 64,461

Satirt,: tatlotleal IhtlHo lit of it, Anierican Zinz I nstltute. Average duttIble linpoi ts for consumptlon,
190-8, nouinted to 10.4 tliousnd tom1 x'r year. U. S. 'l'srill t.'onumnsstn Digest or 'Traid dots on tine.

Article XIV of the trade agreement with Canada, effective January 1, 1039,
provides as follows:
"The Government of each country reserves the right to withdraw or to modify

the concession granted on any article under this Agreement, or to impose quantita-
tive regulations on the importation of any Huch article If, HS the result of th6 exten-
sion of such concession to other foreign countries, such countries obtain the major
benefit of the concession, and if in consequence imports of the article concerned
increase to such an extent as to threaten serious injury to domestic producers:
Provided, That before any action authorized by t4e foregoing reservation is taken
the Government proposing to take such action shall give notice in writing to the
other Government of its intention to do so, and shall afford such other Govern-
mnet an opportunity within thirty days after receipt of such notice to consult
with it in respect of the proposed action"

To establish t case for action under this provision with regard to any specific
product on which a tariff reduction was conceded by the agreement, it would be
necessary to show--

(1) That imports of the rod uct had increased under tite reduced duty;
(2) That these increased imports hand come primarily from countries other thai

Canada:
(3) That the increase in imports was so great as to threaten serious injury to

domestic producers.
In such circumstances, action to withdraw or modify tle concession, or to imllost'

quota restriction onl the imports, could be taken without violating the agreement,
provided--

(1) Written notice of intention to take such action is first given tile other
government; and
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(2) tile other government Is given opportunity to consult this government

regarding the proposed action, within 30 (11H after receipt of such notice,

FjonllAny 5, 1940,
[This report covers the produotlon, and storks of the prodtioers listed herein only, It dioes not rover

(he entire production, slpments, and stocks of prime western, brass special, snd Intrediate trades of
aine. Consequently, It should not be used m a bails for oomparison with the report of all grsdesj

Prince Western Zinc Producers (Jommittee..-Anerican Metal Co.; American
Snelting & Itefinitg Co,; Ameriean Zinc, Lead & S1nelting Co.; Athletic Mining
& 8ie iting Co.; E aglo-Pieher Lead Co.; I. I. du Pont die Nemour & Co.; Ilegeler
Zinc Co.; Matthiesmn & THegehcr Zinc Cit; National Zinc Co.; Qulnton Spelter
Co.; Ttited Zinc Smelting Corporation.

Dorcestic slab zinc--Tone of 2,000 poand8

'tok be. I utota Increase
it , oed Item () Ihptsed Stock ordo-
ginnit) during during end ofof mofll muth .plug ~ ~ oI
of mon ui moutr item (2) noel mon th "low

stork

1 0 ..................................... - 30,141 300,782 3W , 873 286,693 81, 20 +21,139
l9s0 ....................................... 01,280 2P 7, 438 308, 718 235,789 72, 926 +21,646
131 ............. .............. 72,926 101,723 234,648 103,552 71, 09 -1,829
1932 ................................... 71,097 102,302 223,399 128,010 80,829 +24,292
to" .................... oca .7.., o1 270,488 183, M ,842 -8,747
1934 .............................. FA, 42 20,Ot1 287,828 183,114 104,214 +17,572
190 ... ................... 10.............. I2,380 191,223 2M3, 012 2 ,789 71,823 -30,8N0
lx ............................... 71,823 237, 713 300,86 270,350 39,181 -32,642
1937 ..................................... 39,1St 290,151 329, 832 300,498 29,334 -9,847
1938 ...... ............................. 29,334 219, M3 248,887 199, 88 49,002 +19,608
M onthly average ......... .................... 1, 296 ......... 16, 07 ..... .. ..........

1939
January.............. 49,002 19,60 68,61 1,786 51,876 +2,878Febrrary......................... 1,878 18, 26 70,141 15,027 84,214 +2,839
March ............................. 1,2 14 20,813 7,027 18,05 M, 22 +2, 88
ApriI ....... ............................ W,022 20,1 2 70,674 19,118 57,508 + , 030
May ............................ 07,0 8 19, 76 77,814 18,006 08,808 +1,260
June ............................... 08,808 17,881 7S IO89 17,483 89,206 -+M98
July .................................. 89,200 1 7,2 3 7,409 18, 32D 58,149 -1.057
,4F ..... ......................... 8, 140 17,52 75,677 20,642 0,6 -4,014
Septmber .......................... 3,135 18,040 73, 184 V7023 48, 161 -8,974
October ...... ..................... 48,101 21,432 67, 593 31,572 .3,021 -10,140
November ............................. 35,021 23,62 0 ,147 28,700 30,941 -,080
December ............ . 30,941 26,497 M,438 20,386 30,052 -889

3....... 29,922 .......... 268,872 ...................
Monthly average ..................... ........ 19,993-------.. 21,573 .......... -18,950

1940
January ................................ 30,062 24,689 64,741 27, 29 2,812 -8,240

AhmF CAN ZINC INSTITUTE, INC.,
New York, N. Y., February 5, 1940,

Thie report incides all grades of slab zinc as reported by all producers repre-
sented in the nennibership of the American Zinc Institute.



Domestic slab zinc statistics (all grades) 1929-40--Tons of 2.00 pounds
Potal

Stock at Production ite'm (1)beginning plus
item (2)

(1) (2) (3)

1929 --------------------- 46.430 631,601 6T-8,03,
1930 ................................................. 75,4W4 504. 463 79,893
1931 ................................................ 143,618 300,738 444.356
1932 ------------------------------........... 129. 842 213,331 343,373
19W -------------------------------------------------- 124.5 6 32-4. 705 449.561
1934 ........................................... os.. 105, 5w 366,933 472 493
1931 ............................................. 118,005 431.499 549. 04
1936_ ................................................ 83, 758 523,166 606, 924
1937 ------------------------------------------------ 44.955 89. 619 M4. 574
1938 ................................................ . 65 333 45 990 522, 32
Monthly averaLe ........................................ ....... 38,083 ........193
January ............................................. 126, 769 44, 277 71, 046

February 1-------------------------.- 28 , 407 39,613 168,020

March--------------------------------............1 128,192 15.084 173, 76

April --------------------------------.......... . 27. 985 43,036 171.021

May ................................................. 30.380 42,302 175,682

June -------------------------------------------------- 133,075 39.450 17 525

July ........................................ .. 135,241 39,669 174,910

August ....................................... .. 1.... .31.782 40.960 172,742

September .......................................... 122 814 4 , 225 165,039

October ............................................. 95,615 50.117 14& 732

November -------------------------------.......... 7Z, 40,5 53,524 125 99

December ......................................... 61,522 57,941 119,463

M Aothly Average ------------------------------- -----------

January ------------------------ 65,96M 57, 158 31= 3

Shipments

(4)

602,601
4.36,275
314. 514
21S,517
344.001
352, 63
465.74&
551. 969
569,211
395 554

32. 963

12,639

39.S.28

45.291

40,641

39.607

37,284

4.,128

49,928

69.424

73,327

64407

53,468

48,914

57,.%1

Stock at Shipped Retorts Average Unfilled Dailyendc ftohrpe operating retorts orders avrg

end for end during end of average
period period period

(3) (6). (7) (8) (9) (10)

75,420 6.3532 57,999g 68.491 18,585 1.30
143,658 196 31,240 47,769 26. 651 1, 355
129. 842 41 19, 875 25,099 18,273 822
124.S56 170 21,0-3 15 560 8,478 583
105,560 239 27.,190 23.653 15,978 890
119,830 148 32,944 28,887 30,786 1,004 39
83, 75 59 38,329 32.381 51,186 1,182 0
44,955 0 45.965 37.915 78. 626 1,429 -0
65, 333 0 48,812 45,383 48,339 1,615
126,7Q9 20 38,793 34.53 40,829 1,252

128,407 0 39,500 39,365 34,179 1428
*34,321 -34,186

128,192 0 39,459 39,191 29, 987 1415*'34,183 °..4,905 M4
127,985 0 38.251 39,379 38,447 1454

*33, 324 "'34 172 >
130,380 0 38,763 35,617 29.314 1425 0

**33.312 "3. 332 !4
133,075 0 38.331 38.041 29.250 1365 =.

*"31,381 "32,131 Ct
135,241 0 36,291 36,331 35,874 1315 Z

**31.067 "31, 107 
131,782 0 35,491 35.865 9,379 1280

*"30. 468 "30,746
12, 814 0 34, 443 5, 415 44,773 321

".*376 *30. 350
95,615 0 37,729 35,655 93,116 1408 >'

0-32.825 *030,751 0
72,405 0 43,109 41,366 79,539 1617*.37, 8st *36,169
61,522 0 46,867 4,428 66,197 1784

*"41.614 **40, 175
65,995 0 4S, 159 47,340 53,751 1889

"43,652 "41'%0 1 -

. 39,333. .......... 1

65,602 0! 4727 4783 3688 1,844"'42.674 "'43. 614
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STATISTICAL AND ECONOMIC SURVEYS, METAL ECONOMICS DIVISION

(By E. W. Person and H. M. Meyer, Metal Economics Division, and J. W.
Furness, chief engineer)

For release January 18, 1940, Mineral Market Reports, M. M. S. No. 796 (pro-
liminary annual figures-Please file for reference until final data are available)

ZINC INDUSTRY IN 1939

Smelter output of zinc from domestic ores in 1939 increased 13 percent over
1938, but demand rose at a higher rate, so that producers' stocks showed a sub-
stantial decline for the year, according to the Bureau of Mines, United States
Department of the Interior. Horizontal retorts in operation on December 31
were estimated to be 35 percent greater than on January 1, and tile average
quoted price for the year was 11 percent above the 1938 average.

Imports of slab zinc for consumption were probably 90 percent of the record
tonnage entered under conditions of a temporary shortage in 1937, and total
imports of zinc in ore were the highest recorded since 1930. Exports of slab and
rolled zinc, likewise, advanced over 1938 but in much smaller proportion than
imports.

fn the first quarter of the year production and shipments were at virtually the
same level, but shipments drolcped in the second quarter and tire decline was not
offset by a reduction in output. As a consequence, producers' stocks rose and at
the ond of June were at the highest level of the year, about 7 percent, above inven-
tories on January 1. Shipments increased sharply in the latter part of the year,
while production advanced more slowly, with the result that stocks were less
than half as large at the end as at the beginning of the year.

The output of primary metallic zinc from domestic ores in 1939, as reported by
producers from figures of actual production for 11 months and estimates for
December, was about 491,400 short tons, an increase of 13 percent from the
436,007 tons produced in 1938. Production of slab zinc from foreign ores in 1939
amounted to 14,900 tons, compared with 10,334 tons reported for 1938. Total
primary production from domestic and foreign sources in 1939 was thus 13 percent
higher than in 1938.

Of the total output of primary material In 1939, about 127,000 tons were
electrolytic zinc, of which 108,700 tons were produced in Montana and 18,300
tons in Idaho. Of the primary retort output 155,400 tons were produced in
Pennsylvania, 82,000 tons in Oklahoma, 79,200 tons in Illinois, and the remainder
in Arkansas, Texas, and West Virginia.

In addition to the output of primary zinc, about 48,700 tons of redistilled
secondary zince were produced, as compared with 31,613 tons in 1938. Thus, tire
total supply of distilled and electrolytic zinc in 1939 was about 555,000 tons, com-
posed of 162,700 tons of high grade, 64,400 tons of intermediate, 88,100 tons of
selected and brass special, and 239,800 tons of prime western zinc.

Imports of slab zinc for eonsumption, according to the Bureau of Foreign and
Domestic Conmmerce, amounted to 29,526 tons for the first 11 months. Total
imports of zine in ore in the first 11 montlcs were 21 834 tons. In the saine pried
exports of slab zinc were 1,849 tons and of rolled Zinc were 5,551 tons. Exports
of zinc with benefit of draw-back for the first 9 months of the year (the latest
figures available) totaled 9,974 tons, Irs tie entire year, 1938 imports of slab
zinc for conrsumnption amounted to 7,230 tons, and total imports of zirc in ore
were 18,583 tons. Exports of slat) and rolled zinc totaled 5,736 tons for 1938 and
are trot shown separately for that year. Exports of zinc with benefit of draw-back
amounted to 11,550 tons in all of 1938. •

'TIe stock of Zinc reported at primary retort plants ard at electrolytic refineries
was 78,200 toils oi November 30 and was expected to be about 73,900 tons oil
I)ecember 31. These tonnoges represent decreases of 50 arnd 53 percent from
invetories of 157,511 tons at the end of 1938. Stocks at plants that produce
redistilled zinc only brought tire totals to 70,900 tons on November 30 and 75,700
tons oil December 31, 1939. The total stocks o Decetiber 31 were made uic of
32, 100 tons of high-grado and interrediate-grade zinc, 15,000 tor of brass special,
and 28,600 toirs of prime western zinc. truce o hciand at tile end of 1938 were
75,861 tons of high grade aid intermediate, 29,240 tons of brass special, ard
54,322 tons of prime western.

Apparent deliveries of primary slab zinc to domestic consumers in 1939
amounted to about 621,000 tons, an increase of 66 percent over the 375,004
tons indicated for 1938,
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A totil of about 09,0M) regular horlontal rotorto were reilortdi alt the 14 primary
mino mieiters tiat op rated duriK all or a part of the year. Of that number,45,000 retorts wero it ojioratii it! tie ol d (f Noventir tont 40,M)0 wer ox.
1pw oted to be lit o !erilti at A l d lff(f the, yetir, Vortleal r tort , w hichf im m .

5red 52 Ili 101)3, werv expitted to Ihe olratlhig at, viirtl eaiailtv at ti liffi if
tie year. At the Ciul of I038, 3:304 1) iorixiital roterts ati 4(6 vertical retortawere roporhcd Ili op eration alt iprinutry (tt~ilatihn plIm.

At the iegiltiullg of 1030 tii qttot' price for p)rl14 wevirtl zilot a1t t. Loui
wits 4,80 onts ier Iimii, It remained Lt tliit level itutl idy 27, 1931). when it
ulvtir ti to 4.1 cits. The 'e toilltitilled i nttri to 6.5 e't late lII Soptell-

ber, where It held through l)ceiiiir I. Oi )eceoiier 1 it dropjied to 11 cIts
Aitl retnalied at, that h'vcl ititil tim last dty of tho year, when It fel to 5,75 cents.
The average i11toted price for the year was 5,12 ecits, ctompared with 4,411 MitL III
1938 and 1.52 mitv Iil 11) 7. Elfeetlve Jitarv I, 139, tie tar It o stiih zoe wam
retdioed from 1.75 ttiiti per Imil to 1.,4 Cuts ti i i'it illt, of tho (caidiII ll trdtd
Ogreimen 4Ig, n d i Noveimr 1938.

I , s. iie tirti it of i 1i I titrlr, ii riii il of NI lms, joill iV. tIttl i, Il)Iretorl
Sr'irAoTI'WAI, AND E'CONON11 t UIe V 'YH, MINII, Ii to)VI TIO AND EC NEOMI;

lDtvlHION

(Fo rloio ,Iaimuy 241, 1,144, Mlieral Market, Reports M. N. H. No. 80)1)
MINF, IlitttoD N UTON 01,AD ANi /INtC IN THI uNirmT StrATHtt, it9 (lIt1MIlINAR

ANNIA, FI4111114l)

Prvilihittry tfigit s t'vviously reamd h3 tiht lhtrea of Mhliis, Ui d Staten
lDepartineuit (if the [Iterior, rvi)oit the Irodl.ctlon of relhed hvad from donitetie
orvs io 1939 as 130,200 short tots, al oi output of nttallic zinc from domestic
oats as 491,400 tois, These data gi' no Indicatilon if the geographic orifit of
tho metils aiid aivoy dilfer i taterlally from atut miie produition beea mI of
varatiii [li s tocks tatd othtr factors.' To ompleto the rect ril of head and zinc
lrotuction it 19311, the following table somnimtirizet prolitittry figure on ite
production of theso mtalm 1y Sttates.

1xead and zinc noiutoras fre qoitly t0ctl' i Llthe sate wlrle lwtoly, Atid the tlt-
ten is usually hiher il ziliu thiit 'll ltid, i)Miinitt etI)ptitts tire found Ii
Idalo an Utoh, iut qolie of these oxrcttlolis mily he t e alipirent thit real
aid may ie caused Iy recovery factors.

The (alith Is ti folhws:

Atitie prdufron of lea? ad Minc in the Uni ed Stules, 13 39, in short tons, in terats
of recovered meuts

Iend Ilne
.....e Toirrl.r. Percomt of Perent a

1939 I (+) or d. 19:1 to301 (+) or do.
eresa (-) crease (-)

tn I9 In tOO

'asttii Stoles:
New Jorsy . .... . ..... . .. 5, 839 8,00 +3
New York..................
"Ines.ox.................. 7, 89A 13, 2M -21 96,112 03,052 +7

rhn n...... ............
I'ii L--r--------.- -100. . . . . . .

Total'...................... 7.900 6,263 -21 172,,0I 181,052 +6

Centusi States:
A rka sa ...... 12... ....... 100 162 1l1 -14
illinols ... . . . } 270 400 4.46 1:122 I, 232 (-I1
Kintueky ........ ........
Souiitheasi ni il. sirl . 118,S0 152,70 t-(- 0 ... . . . ..........

Preilintuary fgur0.
s Kontucky only.
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Mine pvedilion of load and sinc in the uhaiied Slates 1018..-M, in short tons, in tears,

of recovered untal--Contirued

Htute or Territory

TIl-tl.t" remlon:
(ikIalau a, .......... .....
Kansm ..
Missoiri (southwestern) ....

WIsm nrin ..................

Total .................

Western Hi sis aind Alaska:
Alr ...................

10ntifor iri ...... ..........
Colorido .................
Idaho ......... ... ..... ..
Motitaut ..............
N eaua ................ .....
Now Mextoo ...............
Orgoso ........................
'Tesw .....................
tah. ....................

W ishington .... .............

Total ...... ..................

ralld total . ................

71,490 4 2US)
320 370

20 5tl 73

19A4
10.071

49
9, 4M

W, 177
9,327
4, 07
4.9049

442

4,25M

BOW,9,726

147, R 10i

9101
10,750

420
8, 730
t0, 2ltW

4,051
5,46W

230
05,420
3:637I

2(0,872

5409,9(O43

Vsrera Cd

(1-) (-) n

4-12

+i2

-14
-14
-2

+74
-13
+10
-43
-33

-17

-3. w' 1-

H10,174

2,073

108, 721

5,814

4, rm
44, 00
8, 944
5,944

28,230

11,402

14$,, 482

l'eronrt of

Incrim
1ruci0 (1.) or io.

crewo (-)
In 1939

210,290 +10

0,013 +172

223,290 +12

1,700 -63
46,676 41
4,810 +294
5,436 -28

31,718 +12

9,731 -16

75,,71 +11

I Iteftirry re( lpta credit PhIlippio islands with 422 mhort tons of lead in I1M3 and 709 tons In I .

Lead,--'ho iine production of recoverable lead in tile United States (Including
Alaska) waA 409,045 short torts In 1930 coniared with 3619,726 tons in 1938, an
increase of 40,219 tons or 11 percent. The total calculated gross value of the
output In 1939 at tile weighted average sales price of 5 cents per pound was
$40,994,500; In 1938 the average price was 4.6 cents and the total vahte
$34,014,792. Refinery receipts credit the Philippine Islands with 709 short tons
of lead In 1039 compared with 422 tons it 1938, an increase of 68 percent.

From Jamary 3 to July 30, 1939, Inclusive, according to the Engineering and
Nininig Journal, the price of lead in Nhw York ranged from 4,85 to 4.75 cents
per pound. Advances during the period .nly 31 to September 6 raised the price
to 5.50 cents, and this figure held as a rinirmrinn for tire remainder of the year,
5.50-5.55 cents having been quoted In Deeember.

Southeastern Missouri ctritintied to be the largest lead-prodcteing district In
tite United States, yielding 37 percent of the total domestic production; the
Tri-State (or Joplin) region of Kansas, MissourI, and Oklahoma contributed I
IWrcent' and the other Central States and tile Eastern States (comprising in
riderr of output in 1939 Virginia, New York, Tennessee, Wisconsin, Illinois, and
Kentucky) produced 2 percent. Lead from the Sotheastern Missouri district
increased 33,920 tons over 1938 and that front the Tri-State region 4,850 tons;
tile outtut, of the Eastern States, however, declined 1,637 tons, Tire largest
producers of lead ]in the Central and Eastern States were the St. Joseph Lead Co. at
Bionne Terre Mo , and the Eagle-Picher Mining & Sinelting Co, at Joplin, Mo.

Lead production lit the Western States, comprising 50 percent of the total
lonestic output in 1939, increased slightly over 1938. Idaho, tile largest pro-

ducer in tile Wetern States in both 1938 and 1939, showed a decrease of 2 per-
cent in quantity in 1039. Mines in tire Cocur d'Alene region, Shoshone County,
producer 90 percent of tire Idaho output; the Morning mine was the leading
producer in tire State, followed by tie Bunker Hill & Sullivan, Hecla, Page,
i'riutllrph, Blaekhawk, Star, Idaho Contrinental, anti Gold Hunter mines. Utah,
with an output nearly the sarie as in 1938, ranked next to Idaho in lead prodrue-
tion ifi the Western States. I)eere.es were recorded in the Bingham and Tintie
districts of Utah; but an increase occurred In tire Park City region where the
reopening of the Silver Ring Coalition and Park Utah Consolidated properties
more than offset losses ai the Park City Consolidated and Park Galena mines;
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production from the United Statem A. Lark property at Blnghan and the Tintle
Standard In the Thntle distrit decreased, but that from the Ophir 111 and
Hidden 'l'reasro miLes In Tooelo County increased. Tho output of load from
Montana increased 74 percent in quantity over 1938, celoily as a result of the
relieni n of tle Orphan Girl mid other zine-lead produ(ies or thu Anaconda
ol perM Minig Co. at Blutte and of an luoroaso InI tile quantity of lead recovered

at tio slag-fundug plant at East Helena, In Arizona the prlneI lpml )rodieers of
lead wor the Moltana mine of tle Eaglo-Plher Mining & Snmelting Co. at
ltuby, Trench mirao near Patagonia, Mammoth-St, Anthony at Maimnoth,
HWilisid near Illisido, andl Teunessee-Schuylkill at (hlorde; line-load oro
yielded about 56 percent of the lead motput of the State in 1939, and gold ore and
lead ore most of the remainder. In Colorado most of tile lead eanine from Crnpper
ore from the E'aglo mine iear ildelilf, gold-silver oro from the Smuggler Union
mint at 'Tellurlde and thu Shenandoeh-1)l vs at Silverton, vine-lead ore from the
Rico property of the Rico Argentine Mining Co. at Rico, and sliver ore from
Mineral and Pltkin Countlem,

It New Mexico the pitipal producer of lead In 1939 wero the Peos c iRne-lead
mine of the Amnriam Metal Co. at Trerro, San Miguel County (closed May
31, 1039), and tli e round llog miho-lead-cOpper-silver nino of the American
Smelting & RIefitiitig Co., near lanover, Grant Comi nty. 'le lead outpuit of
Nevada came most ly from zin-lead ore from tile Ploehe distxret, Llnenin County,
where th principal producer was tile Combined Metals election Co. About
Oil perrcet of the I afd ottlput of Wa.shington came from the zih-loal properties
of tile Pend Oreille Mines & Metals Co. and tile Metaltno Mining & easing Co.,
near Metaline Falls, Pond Orelie Couty. Most of the lead from the other
Western States (comi rising in order of output in 1939 Alaska, California, Texas,
And Oregon) came fro, (try gold and silver ores,

Xine.-'l'he prnduet, it of recoverable zine from domestic mines in1 1939 was
578,571 short tons ha\ ig a total gross calculated value of $61,010,526 at the
average weighted sales 1) lce of 6,3 cents per pound; in 1938 the output was A16,703
tons and the gross vailn,. all calculated at 4.8 cents per pound, was $40,603,488.
The largest increase in ouantity in 1039 was 25,7

4
2 tons (18 percent) in tihe

Western States, followed tby 24,571 tons (12 percent) iI the Central States and
8,551 tts (5 percent) in t ,,' lastorn States.

Zino was quoted at 4.50 ,its per pound (St. Louis) from January 3 to July 26,
1939. 'lho first change of te year was an advance to 4, 60 cents on July 27.
Other advances carried tile 1, ice to 1.50 cents on SOptember 27. ''his price held
through November, but in L-ceeimber the price declined to 5.75 cents, the final
quotation of the year.

The Tri-State (or Joplin) reion of Oklahoma, Kansas, and Missouri supplied
38 percent of the total domestic ,mtput of zhine In 1939. tile other Central States,
principally Wisconsin produce( t percent. The advance in the price of zinc
was clre lvye in stinm aling pro( motion in the Tri.State region, and many of the
mines and mills were run at capieity in the last few months of tho year, tile
result was an increage of 10 perewit over 1938 in output of recoverable zinc in
the region. 'T'he largest producer, were the lEt;glc-Pcher Mining & Smelting
Co., 1edcral Mining & Smelting ( o., St. Louis Smelting & Itefiling Co., Ti-
Suto Ziln, Inc., and Evans-Wallower Zinc, fie. In Wisconsin most of the
5,643 tons of zinc produced came from the flotafion plant of the Vimmosar lill
Zine Co. near Cuba City, the company operated ono of its mines and purcliased
ore from other mines in the vicinity. The output from Illinois, Kentucky, and
Arkansas (the other Central St.'ts producing zine in 1939) totaled 1,363 tons.

The EaAtern States (comprising in order of output New Jersey, New Yorm,
Tennessee, and Virginia) contributed 31 percent of the total domeatic 1)roie-
tion of zinc, in 1939. Among the im)ortant-zinc-)roducing mines were the
Sterling and Mine Bill of the New Jersey Zinio Co. near Fraikilin and Ogdohnshurg,
N. J., tile Balmat and Edwards of the St. Joseph Lead Co. in St. Lawrence
County, N Y the Mascot and (rasellt of the American Zinc Co. of Tennesseo,
the Univcrsal Exploration Co. l)roperty near Jefferson City, the Embree mine
of the Enibree Iron Co. at Enibreeville, and the Tennessee 'Copper Go. property
at Copperhill.'all in Tennessee, and the Austinville mine of the Bertha Mineral
Co. at Austinville, Va.

The Western States produced 30 percent of tle total domestic yield of zinc in
1939. Their output increased 18 percent over 1938, owing chiefly to the out-
standing gain (96,006 tons) in Montana where most of the increase in zine, as in
lead, resulted from the reopening early in the year of the Orphan Girl and other
properties of he Anaconda Copper Mining Co. at Butte and the expanded output
from the slagmluming plant at East Helena, Idaho, however, continued to be
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the greatest Oiio prodtioor In the Westorn States. Its otput cnm e chiefly from
the Coo d'Aleno region, Hhomone Comity, the leading irodoct log minms wore
i order of outint) the Morning, Bunker 11111 and SulI livan, TrImijhl, tar,
focla, Page, amd Frisco, .sl I th e ( 'ocur i'Aleni regioi excpt the 'ricimph,

which is In the Warm Hprings district of hilaihi, County, Utah raniked tlhird
after Idaho and Moitaiin 10 ziln prodti0on i ti Wemorn $1ate, hit recorded
a doroase of I percent from 1938; the output from the hiI1igliarii and 'linti ills-
t'lets was hs than in I 938b ut that from the Park City area biereaNed following
the reoplning of the Silver k1[ig Coalition alld Park Utah Comiolldated jiruiperties.
Vile otpiut front New Mextro iucreased 12 lerelnt over 1)38, althI ougllh the
State's largest pirodiucr sifne 1027 the Pecus inliie ho ,an Migiel County, was
closed poriaArent.ly May 31, 1930, fNecauou0 th (ire was exhausted.
" le Increase in 1939 came chiefly from the central district, Gralit County, and

resulted from resuinpthlon of mining (oifratiofs at th Grotiid Ilog 11i1t of the
Amerlcan/'ieltlr)g & lefininig Co. and higher otul)it from the 1Ianover inifie of
the Empire Zinc Co,; the 'owablo mine at Hanover, operated by the Callahfan
ZinwLeaLd Co,, was th other large prodmucor of zhiic In New Mexieo during the
y iar. The zi ne ou tpit from Waslhingti, ini 1039 decreased 15 percent froui 1938;
It came fromn the jiripertles of the Pend Oreille Mines & Metals Co. aiid tie
Metallino Miflilig & Leasfig Co., ]i]ar Metalno iais, I'(d Oreille Colfity,
Arlyuona's otitpltt Of zihp increased IS pofreent over.1938; alnoig tho priilpal
prd1cig mines were the Montana at Itniby, Magnoh at Sulperlor, "'rorih ni, ar
Patttgo i mi, and 'T'einessee-chuylkill at Chloride. In Nevada, the flioohe dis-
triet of i ncol Coity ylvided ovir 90 percent of the vhie, and the Combined
Mitals lduetloi Co. was the principal p rorhner. The output of ziic I C'olorado
lereased (13 percent from 1938 largely because of the Idleness throughout 1939
of the Surnmnyside lilfe at ,urcha, .alf Jlin Couwnty, closed ,June 30, 1938; the
Ifico Agontirie Minilng Co. at lIalu, Dolores County, and the Shefuaadoah-1)ives
Milling Co. at Silverto)n, Hat Juian lComtfy, prodicid the blilk of the State zinc
in 1939. California irodiifeed only 0 tonis of zinc diurhmg the year.

(Conpiled Ity Charles W. 1enudilrson from reports of the Denver, Halt Lake
City, Sall Friiolsco, and( Joplini offices, Mineral Production and Ecoionlics
)ivisifmn, I. hlerlert 1hughes, chief economist.)

The CHAIIMAN. The next witness is Mr. Just.

STATEMENT OF EVAN JUST, SECRETARY, TRI-STATE ZINC &
LEAD ORE PRODUCERS ASSOCIATION

Mr. J1HT. The division of the zinc industry whichk I represent is
located in Oklahoma, Kansas, aind Missouri, and mines 40 percent
of the zinc oro mined in the United States. Before the Ways and
Means Committee (on pages 2416 to 2430 and 2729 to 2736 of the
learinp), we established the following points:

(1) mhe reduction in the zinc tariff in the Canadian agreement
was not the outcome of a "careful, painstaking" finding of fact but
was contrary to the unanimous jiudgnnt of all competent authorities
on zinc, including tle Bureau of Mines.

(2) 'l'lie zinc concession was made to a minor source of imports.
Consequently, the benefit of the concession has gone )rincipally to
Mexico, Peru, and Belgium.

(3) Serious damage to the domestic zinc industry has been the
result, through an automatic and permanent reduction in prices;
through being displaced from our markets to a considerable extent
by a fled of iml)Orts, and through loss of confidence in an industry
which cannot survive without long-range planning.

(4) Since the reduction, the zinc industry has labored without stint
to educate the trade-agreements group to some practical understanding
of our business conditions, and has been consistently met with state-
ments that facts are always welcome, combined with no visible
evidence of willingness to weigh facts fairly and squarely.

21 5171-4----30
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It has been a source of the deepest regret to witness that the.Ways'.
and Means majority failed, to study carefully the numerous illustra-
tions of administrative defects in the trade-agreeients program. It
w41"; perfectly evident that the program had been embraced as a
sacrosanct case, for better or worse, aind that the victims of faulty
administration were trapped in the path of a, steamroller We submit
that this program is too far-reaching in its effects to be handled as a
mere party issue. Basically, it contains much that is good, but in
detail is not without se'ious blemishes. We dre hope that the Senate
will avoid paltisan treatment and make an effort to improve the law
with constriietive tilendmelints. If we were outright enemies of the
)asic E1rineiples of the program I should not be here now suggesting
In inents, as I am Convinced that there is no smrer way of wrecking
the program than to permit its ardent friends to follow their present
('curse unchecked.

Careful scrutiny of our case will show delinitely that we are the
victims of outright, transgressions of the oft-repeated policies which
the 1 rade-agreen. olicils clain to espouse. They insist that
reductions are am only after expert, painstaking findings of fact.
No competent finding of fact could )ossi)ly have supported the zinc
tariff reduction. They contend that the program does not contem-
plate injury to domestic industries and that they have adequate
machinery phis an earnest desire to rectify any danage done. The
zinc industry has accepted these statements in good faith, but has
exhausted its )a.tience in a year of persistent efforts to induce the
State Departinemnt to live kip to its published policies. We hlve been
met with unfailing politeness, )1it reluctance to appraise conditions
and consequences equitably,

From this recital of the bare facts of our experience, it may be con-
cluded that we consider the trade agreements officials to lack sincerity.
This is not the case. We think it, is clear that they are equipped
with qualities no less admirable than omi, own. It is our misfortune
that, like ourselves, they are also human, and the ultter sincerity of
their convictions prevents them from moving exept in the direction
of the acalemie ideal of free trade among nations. In other words,
because a personnel has been selected which leans toward low-tariff
p)ric.il)les, the functions of this program do not fulfill the claims for
impartiality and flexibility which characterize its presentation to
the Congress and to the public by its adhel'ents.

We believe that our national experiences of recent years have
amply demonstrated that the delegation of br)o(d flowers to executive
agnies, without subjecting them to legislative or judicial review,
sets in motion a chain of mental reactions which converts men of
reasonable intelligence and integrity into zealots. We believe that.
our predieanent is the result of exc-essive ardor on the part of those
admInlistering the program, who lhve so fervently sought to increase
foreign trade that they have not adequiately considered the welfare
of domestic industries.

Or outlook for the future is uncertain and gloomy, whether the
war ends or carries on; we know that the f9reigner possesses a com-
pelling alvantttaqr over us, even without the benefit of tariff reduc-
tions. Our domestic 'market is already enduring heavy inroads of
foreign zinc an11d there is reason to fear far more destructive effects,

.460
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either through a desperate need for building credit to finance war
inaterial purchases, or through frantic post-wair efforts to exchange
goods for real money in our markets, It is nothing short of demoral-
izing to face this prospet with unbridled authority over our fate in
the hands of men who have given but little indication of their interest
in affording adequate protection to our long-established industry.

Unfortunately, we are already shackled into the Canadian agree-
nient, and can only be extricated by administrative action. For this
we no longer dare hope unless th'e Congress adopts the corrective
amendments suggested by the American Mining Congress. We
implore your serious consideration of these jIroposals.

Senator CLAIM. Mr. Chairman, in connection with some testimony
we have had as to the comparison between the method of congressional
action and the method of the reciprocal trale treaties, I should like to
insert in the record an extract from a book entitled "Politics, Pressures,
and the Tariff," by E. E. Sehattschneider, assistant professor of
government at Wesleyan University, pages 211 and 212, with refer-
ence to the representatives of the National Association of Wool Man-
ufacturers and others being called into the conference committees
for the purpose of assisting in making up the tariff bill.

The CIFAIRMAN. Without objection it will be put into the record.
(The. same is as follows:)
When Senator Walsh exliressed surprise that 1ie'o9i5 interested in tariff rates

were permitted to appear and argue their case before the conference committee,
Mr. (heney said, '1Oh, there were quite a largo number of people who were
called to the conference committee, some of them actually sent for. It was held
just below the Senate, one of the rooms below the Senate." lie further testified,
"* * * I have appeared before them more than once. I said I had always
been to the Conference committee before. I have certainly got things in con-ference., '

The National Association of Wool Manufacturers likewise seemed to have access
to the committees after the conclusion of the public hearings. The minutes of a
meeting of this association in Boston on July 9, 1929, included the following refer-
ence to this extraordinary procedure:

"It was understood that the subcommittee would like to see the president of the
musociation before the bill is drafted. It is expected that by July 19 all the hear-
ings will be over and that on August 19 the Senate will reconvene, Between
those two dates the bill is expected to be written."

The CHAIRMAN. I desire to insert at this point in the record a com-
munication that I have just received from Senator King, who, because
of another important matter necessitating his attendance on some
matters in a committee of which lie is chairman, and which he has
asked me to insert in the record, it being a letter which lie received
from one of his constituents.

(The same is as follows:)
COMmuINED ME TALS RE 3ucTION Co.,

Stowkton, Urah, Februuary 4, 1040.
Reciprocal trade treaties Zinc-tariff reduction.
lion. WILLIAM 1-. Kxrwo,

Senate Off ce Building, lVashiaqton, D. C.
DEAlt SENATOR: Economic forces make it necessary for me to again ask that

you concern yourself with the zinc industry's struggle to get consideration front
the mien in the, State Departmont, whose actions to date indicate they are going to

permit the zinc tariff reduction of $7 per ton, made effective by the so-called re-
ciprocal trade agreement with Canada, to gradually destroy it large portion of

iew dounestie zinc industry,

401



462 IIEOIPROCAL TRADE AGREEMENTS ACT

The problem we t-Lre facing in this ease, in the final analysis, is of identical
character with the numerous other problems we now have due to "Rule by men
instead of by law."

A brief history of the case of the zinc tariff reduction is outlined below:
(1) Upon learning that zinc might be included in the list of commodities on

which tariff changes were contemplated in the negotiation of the Canadian
agreement, the zinc industry filed early in 1938 complete information with the
State department showing conclusively that the industry needed badly the tariff
protection provided by Congress in 1922.

(2) Altar presentation of the data referred to above, we were led to believe the
zinc tariff would not be reduced,

3) On November 17, 1938, we were informed the agreement with Canada not
only reduced 4ho tariff on zinc by $7 per ton but also that os cadmium by 50
pe -cent.

(4) Within toss than 20 days after tile announcement of the terms of the treaty,
tha domestic price of zinc had dropped from 5.05 to 4.50 cents per pound at
St. Louis.

(5) The practical effect of this was the same as if an arbitrary tax payable
immediately of $1,200,000 had been levied on the zinc stocks, and a yearly tax
ranging from $4,500,00 to $5,500,000 per year on future production, or in other
words, a gross income tax of 7 to I0 percent.

(6) The industry filed a protest immediately after learning the terms of the
treaty. In reply a defensive statement was made that convinced us the data
we had filed early in 1938 had not been analyzed, as this reply among other
things said cadmium was a by-product of the copper industry.

(7) A meeting of representatives of the industry with Secretary Hull in June
1939 resulted in an informal hearing before the tariff commission late in Sep-
tember. At the latter hearing, executives representing approximately 95 percent
of the industry again filed facts that showed conclusively that foreign producers
with high grade ores, cheap labor, and depreciated currency could profitably
dump zinc in this market at prices below the cost of production for over half of
the domestic producers.

(8) Tile Bureau of Mines, Mineral Markets Reports, M. M.S. No. 755, dated June
27, 1930, a copy of which is attached, confirmed the statements made by mem-
bers of the industry, and pointed out that the domestic industry should he pre-
served in any event as zinc is an essential war metal.

(9) To date we have had no action from the State Department as a result of
tile September hearing.

After the conference with Secretary Hull, I was optimistic enough to believe
that the injustice that had been done the industry was to be righted. An analysis
of the situation as it now appears is that our "hearing" was as hopeless as the
trial of the mob victim whose life was prolonged an hour by the formality of
the judge who said: "Stop boys Remove that rope. We will take him ever
to the courthouse, give him a fair trial, and then hang him."

In other words, Senator, it is not logical to assume that the boys in the State
Department are going to do the smart thing and adtsit they made a mistake.
As far as I know,- not a single upward adjustment in tariff rates included in the
reciprocal tiade agreements has been made. This can be readily understood
when one considers that these men are human beirg driven by fear. Fear of
interfering with the idealistic program of their sincere boss, Secretary Hull.
Fear of the political turmoil around them, and fear of their own ignorance and the
power they wield. The latter must not be discounted, as these commissioners
are forced to make decisions govcring the ceonomu life of numerous industries
and the country as a whole. Their contacts with the executives of tie industries
being squeezed have undoubtedly made most of them realize that tise complex
economic strutture of this country does not operate as stated in the books writer
by college professors and statisticianis, although they nmust conduct themselves
according to such theories.

Although I sympathize with the aims of the Secretary of State, I camot sit
idly by and apl'rove the use that is bing made of our industry as an ingredient
in a laboratory experiment, the beneficial results of which, if any, cannot be
effective on account of world conditions during the remaithlr of my expected
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business life, and when the detrimental effects of the experiment have been ap-
parent to nearly everyone in our irilustry from the day the industry was sud-
denly "grasped" its material for the experiment.

Another sad thing about this eperiment is that the variables involved make
it impossible for honest men to agree on tire data being obtained.

My opinion is prejudiced, as I know the serious consequences to us that result
from allowing foreign competition to depress domestic prices of the products of
the farm ann the mIlne below tire cost of production. Someone in the manufactur-
ing industry may temporarily profit thereby, but not for long, as the purchasing
power of the domestic raw material producer in ti, long run controls tile volume
of business of the eastern manufacturers and, therefore, their costs an(t profits.

If we roust have downiward revision of tariffs (which question is debatabl(), why
not make Confessions or finished roanufactred goods whose prices are controlled
by the manufacturer with margins for selling and distribution ranging from 150
preet to 500 percent. Why select the raw material producers (thu. prices of
whose products have been below the cost of production for tun years) for the
sacrifice? In this connection, I arm sending you a tabulation showing thc produle-
tior and employment statistics for l'tal's underground miines by years for the
period 1929 to 193 , inelisive, from which you will note the gross virire of metal
production for 1938 was 18.48 percent of 1929 (this in spite of tire high gold a;nd
silver prices) ; pay rolls 66.28 percent; wages 106.82 poreent (not inehing pay-roll
taxess; and net proceeds 30.91 percent. As ,rt proceeds for state taxation prir-
1Osf as rre before ch.pletior and corporate overlroad charges, yot can readily ider-
stal (l that iriost of the industry hali ben existing for ter years by destruction of
its capital.

Again referring to the matter of interpretation of data as to tire net results ob-
tained from tie trade agreements, I do not understand how the men in Wasihing-
tori can so readily evaluate tire credits and debits of the trade program, when the
complex nature of tile dependency of one doriestic industry orl another is consid-
ered.

'Fhe following salient facts relating to our Nevada operation will give you am
ida of the economic effects of substituting foreign inc in place of production from
complex lead-zirc-silvir ores from Piocir, Nev.:

(1) The yearly production of zinc from our Nevda mine from 108,000 tons of
crude ore is 14,783 tons,

(2) Tie gross recoverable value, or new wealth per amiuni had fror the pro-
duetion of 108,000 torrs of Pioche crude ore, using metal prices of gold, $35 per
otence; silver, 71.11 cents per ounce; lead, at New York, 5 cents per pound; and
Prime Western zinc, at St. Louis, 5 cents per pound; is estimated at $2,808,000,
equivalent to $26 per ton of ore and $189.95 per ton of zinc recovered therefrom.

(3) The average rnriber of men employed at the mine, mill, smnelter and
reduction plants for the above production is 370; Man shifts worked per aurimnr
1 104; rur8nt IIIMan shifts worked per ton of zinc 7,51.

(4) Tire annual pay roll at mirri, mill, smelter and electrolytic plants to produce
14,783 tons of zinc from Piuoeie ore is estimated at $710,900, equivalent to
$48.09_per ton of zinc.

(5) The dependent pirpilation in Utah, Nevada, and Montana supported by
tle Piecire ore proirctior is estimated it 6,290 people, based on Van de Graft s
survey for Utah showing an average of 17 people dependent on cacti person em-
plo.'d in tie mining and smelting industry, equivalent to moore than 42 people
supported for each 100 toirs of zinc prodirced.

(6) The freight paid tire rcilrords for tie trans portatioir of the ore, concentrates,
bullion and metals from said ore is estimated at $670,680 per year, equivaleont to
$45,3 per ton of sine. These figurres do not include freight o fuel and supplies
for the inure and plants nor (i tire supplies used by the comraunilties sustained by
the industry.

(7) The electric power purchased for the mining, milling, and redution of the
Pioche ore is estimated at $344,500 per arrrrrrrrr, equivalent to $23.30 per ton of
zinc produced.

(8) The sirppliea purchased for rinie, mill, and electrolytic plants to produce
14,783 tons of zinc from Pioche ore are estimated at $271,000 per amm r, equiva-
lent to $18.33 per ton of zirc produced,
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. Although Piocle oreis higr grade,' ag compared to the average domestic ores,
yet the economic conditions coupled with its production make tle cost of producing
zinc therefrom closely competitive with the over-all dost in most of the other do-
mestic production areas. I am unable to give you statistics such as the above for
the entire Nation, but believe the over-all totals of business created per ton of zinc
produced in other areas and the number of people supported thereby will not vary
greatly from the figures given above.

During 1939, zinc imports into the United States in tie form of ore and slabs
totaled 66,996 tons, and December imports totaled 15,700 tons, equivalent to a
yearly rate of 188,400 tons.

Assuming tire 66,996 tons of zinc imported had come from domestic ores under
similar conditions to those had at Pioche, the prosperity of the Inter-Mountain
west would have been benefited as shown in the following tabulation:

Per tor or i n~tltl

New basic wealth (includes gold, silver, saud leod (produced) .......... ....... $180. 05 $12,725,900,
Additional ernployment-umrn shifts.....- -........... ............. . 7. 51 603, 140
Additional pay roll .......................-................................... 48.00 3,221, 80
Additional power business. ...-- --.......-.............. ......... 2........... 3 30 601, 000,
Additional railroad freight revenue. ...... .........------- ........... 45:36 3 , 0
Additional supplies purchased. ............-..................... ............. 18, 33 1 2298,000

I would like to know what tile State Department obtained in trade benefits
that offset tire above, making allowance at tire same time for tile relief costs to.
the country for the loms of employment involved.

Referring to tire attached statement showing the imports of zinc by countries
for 1938 and 1939, we fiud that the imports from Canada totaled 8,015 tons during
1939, equivalent to only 12 percent of the total imports, yet the trade agreement
was made with Canada.

Why should Mexico, Peru, and Belgium be subsidized at our expense? If it is
a case of giving away money to obtain foreign trade and goodwill why not attempt
to make agreements governing foreign exchange, and raise the price level of the
world's raw materials by loaning some of our stagnant gold su])ply? Losses from
loans would be no more burdensome than the hidden losses incident to the destrue-
tion of domestic industry, and said losses would at least be distributed to all alike

- instead'of being shouldered onto the industries now being selected by the State
Department for sacrifice.

I am handing you herewith additional information relating to the zine tariff,
including a revised edition of my address before the mining consgreP.i.

As pointed out to you by Mr. Gent, tire terms of the treaty with Canada are
such that it is within the power of the administration to restore the zinc tariff.

If, in your opinion, I have made a case for the restoration of the zinc tariff,
I respectfully ask your consideration of the following proposals:

(1) That you do what you can to get the State Department to render a favor-
able decision on the matter of reetori p the zinc tariff.

(2) That the act as passed by the Iouse covering tire making of trade treaties
be amended to provide:

(a) Publication of the proposed terms altering tariffs 6 months prior to the
signing of slrch treaties.ib) Approval of the treaties by tire Senate.

n our conference with Secretary Hull, we were imnpressed with his sincerity
and expressed desire not to hurt our industry. We realize that his many troubles
make it impractical for him to analyze the data we have presented. As stated
above, we are not hopeful of justice being done by tire commission unless the
pressure on them is reduced by the Secretar _y.

I would like to have appeared before the Senate Finance Committee in con-
nection with this matter, but it Is not practical for me to do so.

Your'efforts ilb dur beialf will' be greatly appreciated.
Yours sincerely,

EDWARD 11. SNYDFH.



flCCI
1

ROCAL TRAIDE AG1EEMENTS ACT 465.
AMERICAN ZINC INSTITUTE, INC.,

New York City, February 5, 1940.

Impoi'ts---slab zinc and zinc ore (including entries for immediate consumption and
entries into bonded warehouse)

1939 (1938
(toils) Percent (tons)

From-
Canada- .. ............ .......... ............. ... 8,(16 12.0 2, 332'
Mcxl-- .--- ---- 39,776 56, 4 10,909
Peru ... ....... .................-. .- - - ............. ... ..... 9, 722 14.5 11,330.
111glul- .- .- ----........... ..... -........-- ......... ....... 4,678 '. 0 286.
Argenhit - -- -............... ,44 2,3 ..........
Norway..-.-.-...................................-- ........ .... - 1,456 2.2 .....
France- .... ----......... ...... .......... .... ...... 896 1.3.
Poland aid I) zig - --..- - --......... 8.. ...... i. 2 1, 210,

h ................ .............................. ....... ....... 78 , .
Union of South Africa---- .... ------------------------------- 25.. .........

60l,966 100. 0 20,157

Slab zinc
Decenaber imports (included above) and zone

Fromn- ore (tons)
Canada ..----------------------------- ----------- 2, 223:
Mexico --.----------- --------- ---------------------------- 7,631
Peru -----.-------------------------------------.-------------- 5, 375,
Argentina ----.-.------------------- . .--- ------------------- 393
Chile---- .......---------------------------------------- 78

15, 700.
NoK.- Deocember imports represent a yearly rate of 188,400 tons.

The CHAIRMAN. I desire also to put into the record a statement
submitted by J. Carson Adkerson, president, American Manganese
Producers Association.

(The same is as follows:)
*ST4TMENT OF J. , CAUsON - 'ADKNsiON, -PItWIDoe'r,, AMIMICAN' MANGANEIE

P1itou'CEs ASSOCIATION, WASMINGTON, 1). C.

EXTENSION OF RECIPROCAL TRADIE AGREEMENTS ACT

The American Manganese Producers Association is coniposed of domestic
manganese ore producers representing the majority of manganese producers in
tile United States.

In testilnuuv before the Senate Finance Conmmittee, February 20, 1940, Hon..
Cordell Hull, Aceretary of State, stated as follows:

"In the trade agrecientp we have made so1 limited reductions in duties on
certain products. So carefully have these adjustments been made and so pains-
takingly have they been safeguarded wherever need for safegluards was demon-
strated that these duty reductions have not inflicted atsy injury on any group
of producers. No satisfactory evidence to the contrary hias heel) brought for-
ward- for the simple reason that no Injury to our producers has, in fact, occurred."

This statement cannot it any usanner be justified in the ease of domestic
malganese.

The domestic manganese ining industry has beol definitely and drastically
injured.

NO ADVANTAGES

We challenge ally person to show how tile reduttion ill tile duty ois mfalgallsce
ore under tle reiprocal trade agreement with Brazil has helped anyone in the

.-United States or Brail, excepting only the Anierican steel industry: The only
result has been to discourage further development in domestic nanganese; to
jeopardize our natiollal defense; to put $18,422,320 ill to the pockets of the American,
steel industry since 1936, and to deprive tile United States Government of an equal:
aiasount of j6st revelihe.
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In confirmation, I quote from page 483 of Minerals Yearbook 1935, prepared
and published under the direction of lion. Harold L. Ickes, Secretary of the
Interior:

"On February 2, 1935, the United States and Brazil signed a reciprocal trade
agreement which, aniong other concessions, provided for a reduction of 50 percent
in the present American daty on manganese ore imported from Brazil. If con-
fined to Brazil, the lowered duty will inevitably stimulate production there. If,
however, the reduction in duty is granted other nations supplying the American
market, Brazil will have no competitive advantage due to the agreement."

The reduction was not confined to Brazil, al Russia has continued to 1)e the
major shipper of manganese ore to the United States.

It is generally recognized that the State Department made a mistake ill reducing
the duty on manganese arid we hope some way will be found to rectify it.

MANGANESE AND NATIONAL DEFENSE

Manganese tops the list as the No. 1 strategic war mineral essential to our
national defense. Or) account of its importance in our national defense program,
manganese stands in a category all its own.

Embodied in the preface of the report of the War Industries Board following
the end of the World War is a letter from Bernard M. Baruch, chairman of tire
Board, to President Woodrow Wilson, under (late of J)ecember 24, 1919, from
which the following is quoted:

"Through a system of stimulation by a protective tariff, a bonus, an exemption
from taxation for a limited period, licensing, or any other effective means, every
possible effort should be made to develop production of nianganrese, chrome,
tungsten, dyestuff, byproducts of coal, and all such raw materials usually imported
but which can be produced in quantity in this country."

In letter of February 12, 1932, to the American Iron and Steel Institute, ion.
F. H. Payne, Assistant Secretary of War, stated as follows:

"In view of the dependence of the military requirements upon steel products
and of the supreme importance of manganese in the making of sound steel, it is
deemed essential to have available at the beginning of a major war a domestic
or nearby operating source of manganese ore.

"To create such air operating source during peacetime the producers must have
a market for their output."

In line with the above recommendations, Congress in 1922 provided a duty of
1 cent per pound on metallic manganese contained in ores running above 30 per-
cent metallic anganese. Under the stirulatiori of this tariff, production of
domestic ores containing 5 to 10 percent manganese inrersed from 62,670 tons
in 1921 to 1,110,067 tons In 1929; ores containing 10 to 35 percent irariganese
increased from 8,439 tons in 1921 to 364,312 tons in 1926; ores containing 35 per-
cent manganese or more increased from 13,531 tons in 1921 to 98,324 tons in 1925.

Lack of cooperation and market from certain major steel companies, together
with constant threat of removal of the manganese duty, have for years hung like
a sword of Damocles over the ]leads of domestic manganese producers and re-
tarded developments,

Developments were further retarded through the importation, duty free, of
increasing quantities of ores running slightly under 30 percent manganese.

In the tariff Act of 1930 Congress, to protect the lower grade ores, extended the
1-cent duty to cover all ores containing 10 percent or more of metallic nranganese.
Under the stimulation of this duty substantial strides have been made ill the

development of manganese deposits in the United States and in the development
of processes for the recovery of high-grade manganese from our abundant low
grade ore reserves.
The situation in the manganese industry is well explained on page 43 of the

published Army Extension Courses, 1931 edition, Industrial Mobilization Plans,
prepared by the War Department, which summarizes the domestic manganese
industry as follows:

"In spite of all handicaps, however, enough interest has been stimulated to
result in the creation of a capacity much larger than Indicated by annual domestic
production and a readiness for expansion that is a decidedly important military
asset.

Despite the statements of opponents to the effect that it was not feasible, today
tire highest grade manganese concentrates in the world are being produced from
low-grade ores. Not only this, but commercial production of high grade mai-
ganese from low-grade ores is now an assured fact, not only iii the United States
bitt in Cuba as well. Development of the deposits amd processes for recovery
were brought forward under the stimulation of the tariff,
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All that tile United States now needs to solve its proirem of manganese for

national defense is the installation and maintenance of additional beneficiation
plants. This car and will be done by the industry if a fair market is made avail-
able to domestic producers. However, unless tire industry is stabilized by
adequate tariff protection, a temporary increase ini price would not warrant
additional major investments, and therefore additional plats with a substantial
increase in production could not he expected.

COOPERATION

Congress has repeatedly expressed its will and intent to encourage tile further
developrment of the manganese resources of the Nation, but it is to be regretted
that full cooperation from tire administrative arm oif tire Government has not yet
been forthcoming.

Tire President, in his message to Congress on March 2, 1934, asking for trade
agreement legislation, stated as follows:

"You and I know, too, thst it is important that the country possess within its
borders a necessary diversity and balance to maintain a rounded national life,
and it must sustain activities vital to national defense, and that such interests
cannot ibe sacrificed for passing advantage."

In spite of this, on February 2, 1935, a S0-percent reduction in the duty on
irarnganese was agreed to by the State Department.

For reasons not yet disclosed, domestic manganese producers wrero not given
proper notice or hearing, as required by law, before reduction of the mnauganese
duty in the trade agreement with Brazil. '

It appears aIso that the War Department was not eonrsulted1 by the State De-
partmert prior to negotiation of the agreement and officials of tie War Depart-
ment did not know of tile reductions of the inanganese duty until informed through
nrraligallse producel's themselves after the agreement had been concluded and
sent to tire printers and just prior to its signature by tire Secretary of State.

In addition, it appears that information presented to the State Department
by domestic manganese producers prior to tire negotiation of tire agreement did
riot reach the trade-agreemnt officials and was not considered by them prior to
negotiation of tire agreement.
Slion. Francis 1. Sayre, Assistrnt Secretary of State, in testimony before the
Finance Committee of the Senate, with reference to trade-agreement legislation,
stated as follows:

"The whole purpose of tire program of trade bargaining is this--to restrict tire
commodities covered in the agreement with any specific country to commodities
of which that country furnishes the chief source of supply of importation into
tIre United States."

Tile opposite to this was done. Manganese vas traded away to Brazil, a
minor producer. Rssira, tire major shipper of manganese to the United States,
was then allowed entrance through the hack door of tire Brailias agreement.

The trade agreement with Brazil was signed February 2, 1935, and became
effective January 1, 1936.

During the year 1933 Brazil shipped no inrangarese at all to fie United States,
nor was mnaganese listed in the public announcement of items being imported
from Brazil, although tire complete list of risch items handed out by tire State
Department, prior to the agreement, included items of minor importance, such
as 50 tons of tankage, with a valre of $1,573, and 8,000 feet of sawed cabinet woods,
with a value of $386.

Comparative table showing tonnage of ianganese ore imported into the United States
from Brazil and Russia for the years 1932-89

ILong tens

Yosr Brar.il RussIa Year 3mr1 Russia

1932 ..................... 21500 M,437 ross.36 ................. i 110,0 289,807
....-- s................ .,780 r037.................... 77,088 353,849

1934 .................... 85,534 124, as i . .......... 29 ,008 10,013
13i ....... ........ 2528 163, 0 1039 (11 months) . .32 08 114,051

Preliminary figures for 1939.
Figtrres from 17. . Bureau of Minor nubllrrations
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Tie following is from record of testimony of Hon. Henry F. Grady, Assistant
Secretary of State, before the Ways and Means Committee of the House, January
18, 1940:

"Mr. GRADY. We have escape clauses, such as the one relating to currency,
which we discussed a few minutes ago, and the one relating to a third country

,obtaining the major benefit of a concession."
Although repeated appeals have been made and fud information presented to

the State 1)epartnient, no action to restore the duty on manganese ore has yet been
taken.

COMPARATIVE TAItPFS

A comparison of the tariff and price of manganese s compared with other
-ores and metals is in order. Tariffs on the ores and prices of the metals under
normal conditions are approximately as follows:

Oro tariff,
O res rn eta llic co . .et . . (etal P rie

tent (conts Mel (centsper
per pound) Pound)

Lead ............................ .1,5 Pig lead. ....................
'Zinc (after duty cut) ...................... 12 Slb zin .............. .... 6
,CoDp(r ......... ................. 4,0 Ingotcopper ........ 11
Manganese (after duty cut) .................. .8 Forroanganceso (s percent 5

MANGANESE COMPAREID WITH STEEL

Restoration of the manganese duty, cut under the trade agreement, means only
'7 cents added to the cost of an average ton of steel.

According to figures presented by lion. Francis H1. Case on the floor of the
House, June 15, 1938, tne cost to the American public of the duties on crude and
semifinished steel only (par. 304, Tariff Act, 1930), from the year 1922 to 1937,
inclusive, amounted to a total of $8,468,961,511. This tariff is in effect a sub-

'sidy. For the year 1937 the tariff protection on this one steel iteco alone is
shown as $731,733,430. In addition, when steel is sold to the Government,
under the Buy-American law, a differential of 25 percent or snore is allowed over
the low foreign bid. This likewise is a subsidy.

Figures from the Iron Age, embodied in the Congressional Record of June 15,
1938, show that the total sets of 21 steel companies representing 92.2 percent

,of the ingot capacity of the United States asnount to $4,430,885,614. In other
words,, the cost to the American public of the duties on this one steel tariff item
alone, during a period of 15 years and 4 months, amounted to nearly twice the
'above mentioned assets. This is a substantial subsidy to a well established
industry and a direct cost to the American public.

Even under the reciprocal trade agreements the full tariff Is still enjoyed on
this major steel item. Steel enjoys a tariff sufficient to equalize the cost of
production at home and abroad. 'I here is no good reason why manganese should
not be protected to the same extent. All that domestic manganese producers

'ask is treatment for manganese on a parity basis with steel products.

TARIFF RATES

On January 17, 1940, Hon. Henry F. Grady, Assistant Secretary of State,
testified before the Ways and Means Committee that "Manganese ore had a 106
percent tariff in 1935.," He failed to advise that this figure was based on sacrifice
sales only and represented the foreign vale of the ore.

If Mr. Grady's statement continued true, it would mean that the sales price of
imported ianganese delivered at Atlantic ports would be less than the average

,cost of freight alone on manganese ore from Western States to the eastern market.
In such case, it would behoove the State Department to raise rather than lower
the duty os mnatiganese. i '
On page 598 of Summary of Tariff Information 1929, Schedule 3, published by

UnitedStates Tariff Commission, in review of the manganese industry, there will
,be found the following:
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"PricesA of metallurgical ore containing 50 percent manganese, per long ton,

duty paid, United Stats Atlantic ports, h ve been as follows:
Year: Yearly average

1 024 ......................-....... ..... ..... ...... ..... ....- $31.46
1925 ----------------------------------------.. -.---------------- 32.28
1926- .....................................------------------ 32.80
1 9 2 7 -.... ...... ........................................ ... . 3 1 , 3 2
1928 .----------------------------------.---------------------- 30.03

Average ---------------------------------------------------. 31.58
The average price for foreign manganese ore covering the 5-year period was

$31.58 per ton; the freight from Baltimore to Pittsburgh area was $2.52, making
the total delivered price Pittsburgh area $34,10 per ton for the ore, which is
equivalent to a price of 68.20 cents per unit for metallic manganese. This was
i normal period,

ThI present price of the same grade of imported manganese ore, delivered at
Atlantic ports, as shown by the current trade journals, is 60 cents per unit of
metallic manganese or $30 per ton for the ore. The freight to the Pittsburgh
area is now $2.83 per ton, making the total delivered price Pittsburgh area $32.83
per ton for the ore or 65.66 cents per unit of metallic manganese, Included in
this price is the present tariff of $5.60 per ton for the ore, or 11.20 cents per unit
,of metallic manganese, which is 17 percent of the delivered price in the Pittsburgh
area.

There is no need however to split hairs over rates. During the World War,
when there was no duty at all on manganese, we paid more than five times the
normal price for the ore and even then we did not get it, Sufficient quantities
were not available at any price.

LOsS IN REVENUE

The actual loss in revenue to the United States Treasury through the reduction
of the manganese ore duty in the trade agreement with 13razil amounts to $18,-
122,320 as follows:

(Based on figures from 1j. S. Bureau of Mines showing metallic manganese
contained in ores imported subject to duty.)

Mstallio man- Less
Year ganese content through tariff

(long tons) i reduction

10 --................... -......... .............-- ....... . . I 3 ,351 $4 349, MI.20
1037 ............ ............................ .................... 408,330 4, 573, 290. OD

-.................... ....... ........ ................................ - 17 , 723 20012,897. 0
1 95 (ir months) ....-.................... . ..................... 231, 123 258.577.0 0
in bonded warehouses In the United States (Nov. 30, 1939) ................ 437,323 4,808,017.60

Total ........................................................................ 1 ,422,320.00

Tsriff on manganese inmrrted In the form of ferromanganeso not, lieluded. Manganese from Philip.
pine Islands and Cuba riot included.

I Prliminary figures for 1939.

This ioney now goes irs an additional subsidy to the Hteel industry.

STOCK PILES

In 1939, ur recommendation from the administrative departments, Congress
passed the Strategic Materials Act, authorizing the appropriation of $100,000,000
,over a 4-year period for the purchase of manganese, tiungsten, tin, chrome, and
other strategic materials. Manganese is listed as the item of major importance.

The purpose of the act was twofold: (1) Accumulation of stock piles; (2) devel-
-opment of American resources. $10,000,000 was appropriated for Immediate
expenditure. To date no manganese ores of domestic origin have actually been
purchased by the Government under the Strategic Materials Act and on account
,of this, together with the reduction in the manganese ore duty, uncertainty in
the domestic manganese industry continues.
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A stock pile of 1,000,000 tons of manganese has been recommended. Even such
a stock pile still will not assure the country adequate security as no one can fore-
tell how long an emergency will last. Domestic mines cannot in a short period of
time, ordinarily allowed in an emergency, produce sullicient to meet the demands.
It requires tine to carry forward development work underground and install the
necessary plants.

CONCLUSIONS

Through the reduction in the manganese ore duty in the trade agreement with
Brazil, our country since 1931 has lost in revenue $18,422,320, which was formerly
enjoyed by the United States Treasury. This loss will continue to increase. In
addition, since 1936, we have sacrificed the continued development of our own
manganese resources for national defense. To cover up this mistake, the strategic
materials bill was passed by Congress authorizing the appropriation and expend-
ittre of $100,000,000 over a 4-year period for the purchase and stock pile of
strategic minerals of which manganese is the major item. Even the Strategic
Materials Act will not solve the nmanganese problem. In an emergency, such as
we may now be facing, domestic mines will still have to be put into operation. It
Is possible we have waited too long already. This is indicated by the results of
the recent, repeated Government calls for bids for manganese ore under the
Strategic Materials Act. To (late only one small order of 25,000 tons has actually
been contracted for. The results of the bids indicate that a sufficient quantity
of the grade of ore called for by the Government is not readily available from
foreign or domestic sources. Our country has the reserves of ore, the labor, and the
capital. However, it cannot be expected that substantial investments in addi-
tional developments and milling plants will be made until assurances are given
that the domestic production will be protected against future importations of
manganese ores from Soviet Russia produced by Communist and forced labor
where cost means nothing, or ores from India which are mined by labor paid the
equivalent of 1k( cents per hour. Restoration of the tariff to a parity basis with
steel is necessary to help stabilize the manganese industry on a basis similar to
that enjoyed by steel.

RECOMMENDATIONS FOR NATIONAL DEFENSE

1. Restore the duty.
Terminate or modil'y the trade agreement with Brazil so that the manganese

ore duty may be established on a parity basis 'with steel products. This will,
prior to the (late of restoration, encourage and pertnit in)orters to store within
the United States, under the present reduced rate of duty, all manganese ores they
can find available in the world's markets and thereby force the formation of a
stock pile at no cost to the Government.

At the sanse time it will encourage and permit domestic producers to immediately
make additional investments, carry forward development work, install additional
plants and increase production to help take care of the needs of the United States
at no cost to the Government.

2. Stock pile.
If a Government-owned stock pile is considered advisable, then let appropria-

tions be made under the Strategic Materials Act for the Government to purchase
and store manganese ores exclusively of dosoestic origin during such periods when
p rices are low and no other outlets for the ore are available, thus encouraging
further developments and maintaining a healthy nuledus of a manganese industry
within the United States ready for expanded production to mseet the needs in an
emergency.

These recommendations may be carried out and results obtained in accordance
with the will of Congress and at no ultimate cost to the Government, provided that
existing and future trade agreements are made subject to the approval of the
Senate.

The CHAIRMAN. The next witness is Mr. Marsh.

STATEMENT OF BENJAMIN C. MARSH, WASHINGTON, D. C.,
EXECUTIVE SECRETARY, THE PEOPLE'S LOBBY

Mr. MARSi I am here as executive secretary of the People's Lobby,
with offices here. I appear because we have one plank of our program,
international cooperation, and because we are convinced that you are
more apt to got peace by exchange of goods than by exchali)ge of
economic gunfire, such as the Ilawley-Smoot bill,
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I would like to go back a bit and point out that in 1912 I had the

honor of writing l)art of the material on the tariff in the Democratic
textbook; and I organized all of your tariff chambers of horrors all
over the country; and I remember that I told. the committee at that
time that I admired their courage in suggesting lower tariffs, and
that the democratic Party was the only party which could safely
suggest lower tariffs, because it was the only party which was com-
mitted to the principle of ending special privileges, while then and
now the basic principle of the Republican Party was the survival of
the fattest, and they tried to get them fatter; but I pointed out that
they were going to have very great trouble, it seemed to me, in getting
lower tariffs unless they wouhl end the special privileges.

The Poples Loby'ha criticized a good many New IDeal policies,
but we have criticized tio's policies which in our judgment mnde
more difficult just such trade agreements as Mr. Hull is trying to
negotiate and has so successfully negotiated in the past.

I cannot quote my private conversation with Mr. Hull in London
in 1933 when he was there at that economic conference, but everything
he told inc then has come true.

I want to read a brief statement outlining our views on this subject
and endorsing the princil)les of the reciprocal trade agreements. There
wiji be mistakes in administration- unquestionably, but that is not
the point. The point is whether we are going to go back to a system
of commercial warfare or whether we are going to continue the path
you have outlined and started on of international cooperation, which
1 believe is more vital than almost anything else at the present time.

Reciprocal trade agreements are not, of themselves, sufficient to
restore or maintain prosperity in America, and I have not heard any
careful l advocate of them claim they would.
The home market remains the major field for American production

and consuml)tion, but it cannot be conserved by economic tariff Towers
of Babel.

An advantage of such trade agreements is their tendency to force
earlier reduction of the costs of production of both farm products and
manufactures, as well as mineral raw materials, due to tribute paid
to property owners.

Incidentally, asi(le from the Govermnent representatives, I do not
1ow that you have had any representatives of consumers here, and
in the long runi the consumers have got to come into their own. You
have had representatives, appropriately, of a whole lot of protected
interests, and they have a right to present their position, but you have
not had many representatives from consumers, and I would like to
point out, as you realize, that consumers are an enormous factor.

In these exhibits that I referred to, which I organized in 1912, we
did not (1o any theorizing; we had little apartments furnished, and a
kitchen, and we put on each article what the domestic consumer had
to pay and what it was exported for; in other words, how much cheaper
they sold abroad. I admit that-I think it was Colgate-tried to sue
the committee, but he withdrew it under the facts presented. Those
concrete things appeal to the consumer. I remember in Chicago,
Cleveland and New York, and other places where we had the exhibits,
the appeal that those things made to consumer.

Such reduction will benefit domestic producers and consumers, quite
as much as foreign consumers, and the merchant marine.
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It is fortun.ite that measures which benefit our foreign, trade, lead
to benefits for domestic trade. That is what you have in mind in
these agreements.

The recent report of the Commerce Department on balance of
international payments, shows the value of merchandise export stir-
plus in 1939 was $859,000,000, compared with $1,133,000,000 in 1938.

The net inflow of gold in the 2 years was $3,040,000,000, and
$1,640,000,000.

We should have learned not to rely upon the Midas misery this has
produced. Of course, we can get all the gold in the world; of course
that is possible, butwill it advantage us? Nothing. We cannot'have
freedom of production and freedom of exchange, and I will say a few
words on that, because I believe so firmly in the advantages of inter-
national trade.

There cannot be satisfactory and adequate freedom of exchange of
goods, until we have freedom of production of goods, freedom from
tribute to speculators in land, and other natural resources, freedom
from most of the $6,000,000,000 a year of taxes on production, freedom
from exactions of hundreds of millions of dollars under patent laws,
freedom of billions of tribute to loan sharks.

Increase in foreign trade has been due in part to other reasons than
the trade agreements, and their benefits will probably be less from
now on, unless we get more freedom of production.

Subsidizing foreign exports is not a sound policy.
Nearly every year since 1929 I have been abroad studying condi-

tions. It was quite obvious that this war was going to break out.
It is quite obvious, as it has been pointed out, that we tire going to
face a very different situation at the conclusion of any armed war,
but apparently the commercial war which will follow the cessation of
armed conflict in Europe and in China or in Asia, that commercial
war is going to be very bitter.

We shall probably suffer more from Great Britain in that comipeti-
tion than from any other foreign country.

I don't know fully what was in the mind of Secretary Hull in ad-
vocati g these treaties, but I do know for years--and I was sorry
that he was attacked here personally today- --that Secretary thull does
not go as far in economics as I would, but lie is outstanding, lie does
not want imports simply for the sake of imports, bitt because lie knows
that that is a more effective way of exchanging goods than having
America bury billions and billions of gold underground. The ex-
change of goods is more valuable.

I should like to send to the members of this committee some article,
I wrote, which appeared this morning in the Congressional Record,
giving a good many figures, and if you want to have them read into
this record, well and good, but they point that we have got to cut
down our costs of production if we are going to maintain or increase
efficiently our exchange of goods. You will find that on page 5394
of the Congressional Record.

Every year, about 20,000 people got approximately one-third of all
of the dividends paid. There a,e some 5,000,000 owners of stock, but
approximately 20,000 people get approximately one-third of all those
dividends, That statement is going to be made by a Democratic
Congressman in a coast-to-coast hook-up tomorrow.

472
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I will close by giving you some figures showing where we think that
we can reduce the costs of production with advantage to our inter-
national trade and with advantage to domesticc consumers and pro-
ducers as well. This is a report of the national income in 1938,
64 billion, from the Survey of Current Business of the United States
Department of Commerce. I will just give the figures for the last
year available, 1938.

In 1938 the total dividends )aid out were only 3,708 million dollars,
but the year before -t his is bearing on your iax bill, too--the year-
before they were 5,424 million dollars. in 1938 payments for interest
were 4,812 million dollars, almost as much as the preceding year of'
4,877 million dollars, In the same vear, 1938, entrepreneural with-
drawals were 10,474 million dollars, just i little less than the preced-
ing year, 10,775 million dollars. Then net rents aid. royalties in
1938 were 2,325 million dollars compared to 2,525 million dollars
the preceding year, but I would like to call the attention of the com-
mittee to the fact that the net rents and royalties figure deducts all
the interest they paid. The gross income was probably in the neigh-
borhood each year of around 5 billion dollars. 'I don't know what the
zinc mines of'America are capitalized for. 1 believe that a big job
ahead of us is to get down to a decent, equitable capitalization of our.
corporations, not to try to carry a (lebt equal to the national wealth,
and we cannot carry a big return oi s)eculative selling prices of land,
and I hope that this committee will favorably report and the Senate,
of the United States will contr in the action of the Ilouse and con-
tinue this policy of reciprocal trade, but I point out that concurrently
I trust that you will see what legislation and methods can be adopted
to reduce costs of production here which will facilitate extension.--
I am at heart a free trader, but I know we cannot get, there overnight;
still we must recognize that every tine we reduce the cost of produc-
tion we make exchange of goods easier id you benefit the consumers
here in America.
I congratulate this committee on tile fact that you have kept your

temper while the several pleoaders for their own special privilege told
you the country was going to hell, but they did not know where
that was.

The CHAIRMAN. Mr. C'onnaughton.

STATEMENT OF JOHN H. CONNAUGHTON, WASHINGTON, D. C.,,
REPRESENTING VEGETABLE GROWERS OF AMERICA, WORTHING-
TON, OHIO; NATIONAL ASSOCIATION OF HOTHOUSE VEGE-
TABLE GROWERS, TERRE HAUTE, IND.

The CHAIRMAN. Mr. Connaughton, I have read your statement
before the Ways and Means Committee of the House, and I am sure
the other members have,

Mr. CONNAUGWTON. I won't duplicate it. There are, matters that
have occurred that indicate that the Slate apartmentnt knows that
there is something wrong with this Cuban agreement, and they have
known it for 6 years, and my people have tried to get relief from it for
6 years. I have not rel)r(sent(d them for that length of time, but I
know that they have.

The CIRMMAN. Whom do you represent?
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Mr. CONNAUGHTON. Practically all of the vegetable-growing in-
dusiry in the United States, both field and hothouse,

The CHAIRMAN. You may proceed.
Mr. CONNTAUGHTON. My name is John H. Connaughton, office 316

Metropolitan Bank Building, Washington, D. C. 1 am the general
counsel of the National Association of Hothouse Vegetable Growers,
and I represent the Vegetable Growers of America, the Toledo (Ohio)
Hothouse Cooperative Association, The Clevelan (Ohio) Hothouse,
Vegetable Growers Cooperative Association, and affiliated organiza-
tions, engaged in raising vegetables on a commercial basis in the
United States.

The vegetable-growiiig industry, both hothouse and field, is one of
the important agricultural interests of the United States. We,
citizens of the United States, are being told by our American doctors
and, health experts, that we should eat more vegetables for our
health's sake. This field of the agricultural industry offers a great
opportunity for the American farmer, provided that he is give
adequate protection against low-standard-of-living peon labor in the
tropical countries, which constitute our destructiOe competition.

We are in a peculiar situation. We compete with the immediate
tropical countries to the south of us where labor relations are about
the worst in the world.

Senator BROWN. How large is the hot house industry in dollars?
Mr. CONNAUGHTON. $150,00(,000. ,
Senator BROWN. As distinguished from the vegetable industry?
Mr. CONNAUGHTON. As distinguished from the field vegetable

industry, yes. In the 2,000 plants located largely in the Midwest,
the Now England Stat,s, Now York, Pennsylvania, and some in
.lorida and some in the Southern States. There are quite a number
of large institutions in Florida. Jacksonville has a very large one.

We, American vegetable growers, do not feel that we should con-
stantly reduce the acreage of vegetable farming in the United States,
and at the same time permit large volumes of low production cost
fresh vegetables to be imported from tropical countries, raised by'
peon, forced and indentured labor which constitutes the great portion
of cost of production of the fresh vegetable in the United States and
elsewhere.

It seems to the American vegetable grower that the thing which the
Congress should do, would be to encourage more consumption of
fresh vegetables, as they add so much to the health of our citizens
and then encourage the American vegetable grower to produce ald
that we Americans need for this added consumption, by protecting
our'American vegetable growers against low cost peon labor repre-
sented in the imported vegetables from Mexico and Cuba, which the
reciprocal trade-treaties permit.

Inquiries made at the Department of Agriculture, and the Pure
Food and Drug Division, indicate that the F ederal Government does
not have any factual data, as to the conditions under which vegetables
are produced at the source of production in these foreign tropical
countries. While that is not directly involved in this question of
trade agreements, it is an important one 'to the health of the people
of the United States. We know what it is at the source of production
in the United States. I
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We American consumers of vegetables are told that these fresh
vegetables are inspected at the port of entry, but as to conditions prior
to that time, or the health conditions of those who handle them, the
Federal Government knows nothing.

In view of the situation and the activities of Cuba in carrying out
their side of this trade agreement in refusing to permit our citizens
from Puerto Rico with reference to their pineapples, I do not think
that they are acting in very good faith on some of these other things,
and I am not willing to trust them on health.

Can it be possible that this loW-wage peon laborer is infected with
syphilis or other loathsome tropical disease? And if such be the case,
is it possible for the Federal Government to say beyond all doubt
that there is no danger $,.,J %mj an family that consumes such
imported vegetabl4ay'vhch my be* ~ecI by diseased laborers?
And right now(lrge volumes of Cuban tonihjes are now on sale in'
the Sanitary,rocery Stores in this city.

It is imgssible in nearly alk'ingtances to (teterm pi after the vege-
tables hj::e passed thrgjgh the port of-entry and liye been mingled

withe oeer vegetablip;tdeterine w(lch is Cuban, M4exicmn or other
SouthAmerican vketabe annwldeh is t!e America rown. Can
the UIjited Statgs Senatqith 46 oid to taW&4 risk of t kind to the
heal 9 of the A"iricm il a,,e areIow king wh the Federal
Government does not l iv e co4dittns srroundin the raising
han 4ling and packing these vegetal es for export t the United
Stars, and thp .nditi niand altj o1 the aiowage peon ho handle
wito human pnttot, tltes6 fotb *ii *g n vegetables which we Ameri-
can$i are fored to by re.out4, this existing reci ecal trade

can~~~j are foee toerl y ew

treat. This a s9Jet1n. oblige atiop kiat,4ould and iust rest on

the FeeaP)eret.~ tfor dpIctAs General coWasel, I (lo not in(end i , this prAentati to duplicate
the ptq entation of this su0je6 wlhiclij ma before me Ways and
Means )ommittee of the'tnit Stats iouse of e resentatives,
but in th*4$ connecti64,J desire p call the attenti of this Finance
Cominitt~ii& my statement 'there made, Jan y 31, when this

tion tha yea wmre oHouse Join resolutionn 407 was pending bf6 e that committee.
Now, that Wan quite a long statement d"I! know as a matter of

fact that you are n6tg~qng to read i t rbabIy all of the considera-
tion that will be gien whftt'y i hear me read here.

The CHAIRMTN. Well, I would not say that. I have read it, and
it is very interesting. You know, I once relied onl a court reading
some exhibits that I did not read to the court myself, and I found-I
got stung afterward by not being more zealous in my own interests.

Mr. CONNATON Po. I do respectfully call your attention to the
fact that I filed with that committee a large number of affidavits, a
summary of. which you will find at page 2356 of the record of those
hearings, and 1 respectfully request your honorable committee to
call for. those original affidavits and study them carefully, as these
affidavits tell in the language of tme common people the story of
destruction because of the Cuban Reciprocal Trade Agreement now
in effect. This page number that I have given; 2356 was the original
print which I read, and that page number is probably changed in the
final print.
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Fresh vegetables constitute a perishable conlnodiy, the surplus of
which cannot be stored from year to year. The surplus must ie
processed, and becomes a. problem for the American canner. There
is a. large amount of vegetable processing (lone in the Tnite( States,
and I do not believe that any person anywhere will say that we
cannot process all of the vegetables that the American people can
Use,

In that connection, Congressman W¥est t earned over to le after the
action by the committee on tile other side, a statement that was
handed to him, I assume, by tie departmentt of Commerce. I did
not get it myself. It has his name at the top of this, in which they
inform us tiat all of the fresh vegetables from Cuba are sold in the
fresh state and none of them processed, that two-thirds of the Amer-
ican production are processed. I will leave the statement with you,
but just call your attention to the fact that there was produced in
1935, 175,230,000 l)OUnds; and iniported during that period, 78,269,000
pounds of foreign vegetables. All of the foreign vegetables are sold
ini the fresh state, and two-thirds of what we produce are processed.
I am going to leave that statement with you-- -but that is a remark-
able situation.

However, the injury to the American vegetable grower arises froi
the fact that at the time he is trying to market his crop to an advan-
tage, and at such a figure as will insure him a financial return based
upon his American standard of living, lie finds that lie is forced to
compete with the Cuban and Mexican producerl vegetable crop,
raise(l by peon, forced and indentured labor, paid far less than the
Americdi vegetable grower is properly payintz his laborers. This is
certainly not a fair or constructive proposition, when the Depart-
ment of Agriculture of the United States is asking the American
vegetable grower and farmer to curtail his American production 10
percent, as it has done the last 2 years, which has resulted in a net
curtailment of 19 percent already. That is, 10 percent the first year
off of 100 percent, and then 10 percent off of the 90 percent, making
together 19 percent in the 2 years.

It would seem to us that when we are facing a condition in this
country of large inc(reasintg unemployment, that it would he mucl
better to exclude the Cuban- and Mextean-grown vegetables. and grive
the American vegetable grower a chatco to supply the entire American
demand, and it might be that instead of curtailing American produc-
tion, that we might enlarge this essential American industry by allow-
ing some of tie land taken out of other base crops in tle programm of
the Department of Agriculture to replace what we have been im-
porting from Cuba mid Mexico.

We have bad a general curtilhnent plan; we have curtailed base
crops, and one tioublle we have had in that--] have attended all of
these agricultural conferences in the Dl)epartment of Agriculture, and
the constant criticism is that you take a fellow out of wheat and 1-e
turns to corn, and you take him out of corn and lie ttirns to something
else. If we could'shut out this large irtilux of vegetables from Cuba
and Mexico and these South America a' countries where they have
cheap labor, where they pay them 50 cents a day, and put some of
th.'se Lase-crop curtailments into vegetables, we w;ottld. probhWy.-olve
the two problems at the same time. We might colve the cotton
problem, because we have lost the cotton market anl we will probably
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never get it again.- lost it for good. We axe aiioit ill the same situaa-
tion as the fellow who was raising something that lie could sell, and
suddeilv he. found that there was ixo market for it, I11(d ibe had to get
out of it. There is no other answer to it that I.ci see.

But one answer is that you caxi take some of these base crops
which have been ('llrtailed alxl put them in vegetables 1ri1d supply
all of the delnanid.

Here is a statement by the Department of Agriculture of the climate
conditions, saving thlt climate conditions are such in the United
States that fresh vegetables can lbe Supplied every mont h in tie year
from the continental united States. That has been denied, but I
stibmit, wlmt the Department of Agriculture says about it.

Certainly it would do 11o harm at least to protect the American
vegetable 'grower against unfair competition with the Cuban nd
Mexican vegetable grower by placing the tariff duty at such figure as
would represent at least the lxfference in cost of production and tchus
iisure the American vegetable grower a faiir chance to compete for
his own American market.
We have been told by the Bureau of Customs of the United States

Treasury, that they do not have nny available cost of productions
figures on which to base action for violation of the Antidumping Act,
and of course, if they cannot get them, then there is no American
Goverment agency which (lces have l)resent figures oi this subject.
There are figures available as to the cost of production of vegetables
in the Latin America countries of 1930--31, and I assume that these
figures were use(d as a basis for determinim:g the rates to be applied in
the Tariff Act of 1930, as to tomatoes, cucumbers, and so forth, This
report imade by the Tariff Commissiou at this time showed a difference
in cost, of pr)ductiox of approximately 3 ('eits a pound oi tomatoes.-
this is tomatoes that 1 am talking about--i favor of Latin America,
and I assume that it is tlat much now, or probably more, as we have
raise( the standard of living of the American laborer since that time
by the passage of the Wages and Iours Act. and various other pieces
of legislation-, designed to raise the American stamidard of living.
These law, in most instances, exempt agriculture, but the American
vegetable grower and farmixer must xint these wages or they will lose
their specially trained workers to other industries. i additioxi, the
Americau consumer does not want to drag our workers ii the America
growing industry down to the standard of liviig of the foreign peom.
..One thing we will have tp realize is tlult this Ing!hstfaaa4qrx of living

of the, Ameiican laborer is a part of our cost of production. If we do
xot like it amid wmt to get down iii the gutter with the rest of the world,
we can level it off.
I had a very remarkable conversation with Mr. Ellsworth of the

F. C. A. relative to tlis cost of production and lie said that we are
Coming ixto the time w11ex1 ve will have to level the wage rate of the
w;'orld.

'he CIIAXEMAN. Who was this?
Mr. CONNAuOr'TON. Mr. Ellsworth of the Farm Credit Admiis-

tration. I was directed tohim to get some addresses of cooperative
organizations throughout the country, with which I desired to take
up this questioalof the injury of the trade treaties. When -I told him
what I wanted it for, he frankly refused to give it to me, and I have not
yet secured that information. The conversation led into this other
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situation, and that was his answer, and if that is the place that we are
trending, if that is where we are headed for, it will certainly be very
disastrous to American labor. We cannot afford to (1o it. That
certainly cannot bethe answer.

Without assuming to repeat extensively what I said before the
Ways and Means Committee of the House of Representatives, I might
suggest. that the granting of a tariff concession to Cuba under the
provisions of 19 U. S. C. 124, 125, and the treaty of December 11,
1902, which reduced the tariff fixed by any statute by 20 percent, was
an unfair advantage to the Cuban grower, and has worked a general
destructive hard ship on American vegetable growers which they have
had to fight, against all through- the years. This kind of favoritism
permitted the imports of Cuban grown tomatoes--which I use as an
example-to reach the figure of 25,559,827 pounds in 1932, and which
allowed the Cuban grower to take over quite consi(Ierable portion of
the American vegetable market, However, under the trade agreement
consummated with Cuba about the first of September, 1934, the
imports for that, year jumped to 37,405,692 pounds, and for 1935 they
:advanced further to 42,020,873 pounds, and the trend has been
.steadily upward ever since.

So that we have gotten it to a point almost double to what they
were before the trade agreement.

It would probably be interesting to this committee to know that
practically 88 percent of the imports of tomatoes from Cuba now
arrive during tlhe months of December, January, nnd February,
when the. tariff rate drops from 2.4 as it is during the other nine
months, to 1.8 cents per pound. The practical working of this
Cuban agreement is this, The Tariff Act of 1930 fixed the duty on
tomatoes at 3 cents per pound, a little less than the difference in
cost of production. The 20-percent preference allowed under the
treaty and statute mentioned above, reduced this to 2.4 cents per
pound, which is further reduced to 25 percent to 1.8 cents per pound
during December, January, and February. This shows conclusively
just what this Cuban reciprocal trade agreement is doing to the
American vegetable grower.

It is not a sufficient answer to say that the American vegetable
grower cannot grow all the vegetables the American people need.
That is not true. According to the report of the Department of
Agriculture, we can raise fresh vegetables every month of the year
in some part of the United States, and all we need is an opportunity
to expand ourselves and meet this demand. Give the American
vegetable grower a chance rather than requiring him to curtail 10
percent year after year, and see what lie can do.

But suppose that we are to admit, for the sake of argument, and
that only, that the American vegetable grower can raise only seine
designated portion of what the American people need for vegetable
consumption, and we will for the sake of argument fix this at 75
percent. How can we expect the American vegetable grower in
Florida, Georgia., Alabama, Mississippi, Louisiana, Texas, California,
and other Southern States, and the hothouse vegetable grower, to
make a living and have a fair return for their labor and compete
with the Cuban,, who has a 3-cent advantage practically in "cost of
production"? He most certainly cannot do it, as evidenced by the
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constant increase in imports of tomatoes from Cuba. Certainly dur-
ing the balance of the year the American vegetable grower should be
able to supply the demand for fresh vegetab',, if he is given proper
support by his own Government.

And most certainly the American vegetable grower is entitled to
have the American vegetable market maintained at a point which
will permit him to make an American standard of living during all the
year without subjecting his market to the depressing effect of cheap
peon labor conditions prevailing in the Cuban field vegetable growing
industry.

It just came to my attention today, bearing date of October 7, 1939,
with a date line from Now York, a clipping, "Promoter Startles Cuba
With Offer To Buy Gigantic Tonnage," and this article goes on to
describe the possibility of the purchase of 30,000,000pounds by one
buyer. They are importing now 45,000,000 pounds. Do they expect
to jump it to 75,000,000? If they can import those during December,
January, and February, they can import them at 1.8 when the dif-
ference in the cost of production in 1930 was 3.3. That is evidence
of the situation that is facing the American vegetable grower. They
buy them there for less than they can buy them here. They would
buy them here if they could buy them on an equality or on a rate
equivalent to ours, or even probably a little more, but where they can
got them for so much less, far loss in Cuba, and ship them to New York
and distribute them throughout the country because of the low rate
fixed by this trade agreement, we simply lose tbe business.

If the American vegetable field grower in the Southern States and
the hot house vegetable grower are to make a fair living, they must
have a proper market during the winter months, and are entitled to it,
without having their normal market flooded by cheap "cost of pro-
duction" Cuban vegetables. If there. must be curtailment of fresh
vegetable production, it should be allocated between the winter and
summer vegetable growers of the United States, so that we will have a
balanced vegetable program, as between both the classes of growers,
and not by permitting unfair "cheap foreign peon labor cost"
competition.

Finally, I am interested as the legal representative of a great agri-
cultural industry, and one which should be fostered an(1 protected,
and not harassed and curtailed. If I have made a fair analysis of the
situation of the American field vegetable grower and the American
hot house vegetable grower as to the importation of Cuban grown
fresh tomatoes---which situation is illustrative of the entire vegetable
situation-then we are entitled to some relief. Certainly we are
entitled to some other consideration than being required to curtail
our American production 19 percent with probably more to follow.

Mr. West said this on the other side of the House, and his remarks
appear at page 2890 of the Congressional Record. Mr. Peterson
had just' introduced the amendment that I am going to propose to
you III a very few moments. Mr. West was speaking in opposition
to it. This is what ihe said:

Mr. WEST. Mr. Chairman, I rise In opposition to the amendment.
Mr. Chairman, of course, in the negotiation of so many trade-agreements

inequalities creep in occasionally. That might be true in the case of tomatoes
in -this particular instance of which the gentleman from Florida has recited. I
have talked with the Secretary of State in regard to this and he assures me he
will make a careful investigation of these eases; that is, in connection with the
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trade agreements with Cuba; and, after a careful investigation, if it is found that
there is an inequality existing and that prices of these vegetables in tile United
States are being hurt, he, will, correct it ander. the escape cm15e. Thcrcfbr, *tis

"arnendcftvfrtN'lot neessary, ard I ask that it-btrvoted, down.

You know, I am just a little inteivstod to know how he is going to
do that. I have the escape clause--in fact I have the whole Cuban
agreement here, and I have the escape clause here, and I have read it
through. It is article 11 of the Cuba8n agreement:

The customs, preferences, antd other benefits provided for in this agreement are
granted by the United States of America and the Republic of Cuba to each other
subject to the condition that the government of each country will refrain from
subjecting payments or the transfer of means of payment or the disposition thereof
through any regulation, restriction, charge or exaction over or higher than was in
force on April 1, 1934, which results in (1) impairing or circumventing any pro-
vision of this agreement: (2) placing an undue burden on the trade between the
nationals or residents of the respective countries; (3) preventing or hindering
nationals of either country residing, doing business or traveling in the territory of
the other country from securing aiid transferring in or to either country the funds
reasonably necessary for or arising from such residence, business or travel. In
tile event that the government of either country considers that the other country
has filed,toe9.pll ly, 'xitl 0h . cpnitkOnp qxlp$s.sed in this.srtlle,, ald. the latter_
country shall not iave-satisfaetor ly coc&ted tle regulation,-restriction, charge
or exaction by which such failure arose after formal complaint has been made
thereof, the government of the country so complaining may terminate the
agreement 30 days after giving notice to the other government.

The CHAIRMAN. I think we will have to adjourn now, but I want
to be perfectly fair with you, and if you (to not feel that you want to
put your hrief in the record as a part of the record with any amend-
ments that you propose, we will adjourn until 9:45 tomorrow morning
and hear you at that time.

Mr. CONNAUGHTON. I would rather do that than to put in the data,
because there are matters that I want to refer to.

The CHAIRMAN. The committee will recess until 9:45 o'clock to-
morrow morning.

(Whereupon, at 5:40 p. in., a recess was taken until Saturd-Y,,
March 2, 1940, at 9:45 a. in.).
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SATURDAY, MARCH 2, 1940

tNI£E) STA''ES SENATE.
ON FINANCE,
Washington, 1). C.

The committee met, putr,,uant to recess,, in the Finance Comnnittee
ioom at 9:45 a. ni., Senator Pat Harrison (chairman) presiding.

The CHAIAMAN. The hearing will be iin order.
You may resume, Mr. Connaughton.

STATEMENT OF JOHN H. CONNAUGHTON, WASHINGTON, D. C.,
REPRESENTING VEGETABLE GROWERS OF AMERICA, WORTH-
INGTON, OHIO; NATIONAL ASSOCIATION OF HOTHOUSE VEGE-
TABLE GROWERS, TERRE HAUTE, IND.-Resumed

Mr. CONNAUGHTON. 1 (10 Dot nICeed to preselit airguient to this in-
telligent body of statesmen which compose this (omiuttee to convince
you that till American vegetable grower with a cost of production,
)ased on the American standard of living of 6.3 per pound is to to-
matoes, cannot compete with a Cuban grower who can raise these
tomatoes an( deliver then in New York and Chicago at 3 cents per
pound. I (do not care if the ('uban only supplies 25 percent of the
market now, if this program conltinues, the Cuban u ill have the entire
100 percent of the American vegetable market, and will drive the
American fresh vegetable grower out of this American field. The
only limitation upon this result is the ability of the Cuban vegetable
gower to supply the entire (lenlud. lie can c(rtninly sell all that he
('an rise at a I)rofit, and at the same time undersell the American
vegetable grower in his own intket, and force the American vegetable
gYrower to allow at portion or aill of his crop) t~o rot inl thle field.

It might be that for at few years the American fresh vegetable
grower would be able to iuiake a bare living under this kind of coll)poti-
t'i')n, but ats thle importation of fresh vegetalbles froim Cuba increases,
the competition to the American vegetable grower becomes more
critical and the Cuban grower undersells the American vegetable
grower in the American vegetable market, and sells all he, the Cuban
grower, raises, ald makes a l)rofitable living (according to the Cuban
peon standard), while the American vegetable grower can only sell a
part of his crop at destructive low prices, and gradually pays less
Federal income taxes, discharges his American workers, one by one,
as the depressionn tightens on him, which workers become the clients
of the Federal, county, State, and city pauper and relief rolls, and
tile American vegetable grower and his family follow them in a few
years, or Possibly months, as their savings dwi(lle away. Can there
be ally otler result?
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I aim not interested in the stand taken by politicians and political
parties on this subject, and neither are the many million Amelicans
who are interested in their vegetable diet and the American standard of
living. I am interested in solving a, problem for a great American
agricultural industry, which should be growing instead of curtailing,
as the American public should become more "vegetable consumer
conscious." I am interested in the welfare of the vegetable growifig
industry, and the health of the American people, and I resent the idea-
that this vital proll)em is made the "football" of vacillatil)g politicians,
and vacillating political parties. I take the same stan(l here which I
took before tire Wavs and Means Committee of the House of Repre-
sentatives, and this is the one I am willing to go to the American
people upon.

That is this: The present administration of this reciprocal-trade
statute which we are now considering extending, being 19 U. S. C.
1351 et seq., as it is now and has been for the last 0 years, is detrimental
and destructive to the American fresh vegetable grower. If your corn-
mittee can show me how an American vegetable grower with his
high standard of living, which makes his cost, of production of tomatoes
approximately 6 cents per pound, can compete with a Cuban vegetable
grower, who raises his vegetables with cheap peon labor, at a cost
delivered in New York and Chicago of approximately 3 cents per
pound, without a tariff differentiation, then 1 am ready to admit that
2 and 2 sometimes do not make 4. Gentlemen, it cannot be done.

We have heard in this hearing, and the one which preceded it before
the Ways and Means Committee, masses of figures reputed to show
that these "trade agreements" have increased exports, and have not',
increased imports, on this, that and the other. I do not care what
these figures show, and the things that they show do not prove any-
thing at issue in this controversy. There are manity factors that enter
into the' results which are experienced when we get into trade relation-
ships, but there are basic principles that underlie them all which are
as unchangeable as the rule that 2 and 2 always make 4. One of
those rules is that all of these factors cannot operate on all parties
concerned equally unless they have an equal "cost of production."
There cannot be an equality in trade relationships when it costs you
twice as much to produce an article as it costs me to produce the same
article. I have been informed by labor executives that labor wage
scales in Great Britain are approximately 60 percent as compared with
us; Belgium, 25 percent-it is actually more than that. They pay
their iron workers 17 cents an hour and we pay ours 78 cents air hour--
Italy about 40 percent, and other countries range from these figures
dowur. What are we going to do in a world of such labor relation-
ships? Are we going to crawl down or drag those industries of ours
down to this level, w'iere a large part of the cost of production of such
industries is the labor cost? One thing for its to determine here and
now is whether we desire to maintain our present labor standard or
get in the gutter with the rest of the world. If we desire to join them,
then our present "trade agreement" policy will work when we get
down to that un-American level.

Then in the language of Patrick hIenry, "I have no lamp by which
my feet are guided but the lamp of experience. I know of no way of
judging the future but by the past." And in the light of that past
as applied to the action' of the secret committee, which negotiates
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these trade agreements, whose names not even this Finance Com-
mittee can ascertain-the very thing that they told us on the other
side that they would not disclose their names because of the fear that
political pressure would be put upon them- and which has acted for
the Department of State. I am opl)osed to further extension of this
authority. And joining with m is every farmer organization in this
country with the exception of one or two. I am in favor of lodging
this treaty-making authority in tle hands of the agency designated
by the Constitution of the United States, so that the aggrieved party
or parties will know whom to charge with dereliction. I am in favor
of outright repeal of this reciprocal-trade statute. I may be going
further than some other people, 1ut I am in favor of outriglit repeal.

Gentlemen, we have been fighting the air for the last 6 years. We
have appeared before the Committee on Reciprocity Information,
produced our evidence, "fought the good fight," went our way satis-
fied that factual information would not be disregarded, only to learn
that a secret committee has made a treaty in total disregard of our
evidence and our condition, and then learned ihat only sone unknown
entity knew who those persons constituting this committee are and
lie 1kould not tell even this Finance Committee of the United states
Senate. Our evidence was disregarded, the pleadings of Members of
Congress have been ignored, and this secret committee whom nobody
knows has gone merrily on its way secure in the knowledge that it has
to account to no one. But I sound a warning; the American vegetable
grower and the American consumer are definitely interested in this
proposition.

So I say discharge these unfaithful public secret servants, whose
names and identities are to you and me unknown, and let us return to
the treaty-making procedure that has obtained for a century and a
h4lf, and which permits an open consideration of the facts. We
American vegetable growers are willing to abide by the decision
reached in this American way.

If you are not willing to repeal this statute in tote, and still desire
to have trade agreements made by the "star-chamber method," by
persons unknown to you and our Amoricain citizens, and whose names
the Department of State will not now or at any future time divulge to
you, then I respectfully ask you to do the thing you started to o in
1937, when the resolution to extend this same authority was before
you; amend this House Joint Resolution 407 by adding at the end
thereof a provision that there shall be no reduction of duty upon any
article involved in the trade agreement below the difference in the cost
o production as between the country dealt with and the United States,
and provide further that all existing treaties be tested by the United
States Tariff Commission and if the rates thereof, or any of them
violate this principle, direct that notice of termination thereof be
given immediately upon filing of the report by the Tariff Commission
as aforesaid.

Such amendment to read:
Provided, however, That in the negotiation of any new agreement or agreements

under the authority of this resolution, or in the renewal or extension of any
existing agreements under the authority of this act, the tariff or import'duty upon
all agricultural or horticultural products shall be maintained at a point which will
at least equalize the difference in cost of production thereof in the country or
countries dealt with and the United States, as determined by the United States
Tariff Commission, as of the date any such new or extended agreement becomes
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effective, and that existing trade agreenwnts ilade under the authority of 19
IT, S. C,. 1351, 1352, 1353, and 135-1, and tie extension resolution of 1937, and
which are continuing ii their terms, be irirediately examined by the United States
'rariff Commission, ani if found to violate this iprineiple, that notice of terinina-
tion thereof is hereby directed to ile immediately given to tile country with which
such agreement is existing upon the filing of the finding of the United States
Tariff Commission to this effect.

I may say here in digressing tlat so far its these existing treaties
are concerned, there is nothing -'Oil can do--the repeal of this statute
will not give us relief from the Cuban treaty, because the Cuban treaty
was renewed, and 3 years after its first initiation it becomes finial
until a 6 months' notice is given.

I said to you yesterday that we have the tentative promise of
Secretary Hull that these rates will be looked into, male to Congress-
man West, and if found to be injurious, that they will l)e corrected.

1 say to you, Senator, that lie cannot (10 it under the terms of this
treaty, and I will ask you to examine the escape clause of the Cuban
treaty and see if you cali figure any method by which lie can adjust
it under the escape clause. It cannot be done. The only thing that
can be (lone is to give the six months' notice to terminate the treaty,
terminate the treaty and start over again.

Why the necessity now of extending this trade-agreenment statute?
According to present conditions, war conditions have come in and
we say it is inadvisable now to make any more treaties. Its lapse
will not affect any of the existing treaties, and they will go on anyhow,
because they have become final, and the only way it call be terminated
is by a 6 months' notice.

Is it for the purpose of revising the Argentine, Chile, and Uruguay
treaties that 60 members of Congress went (town before the Reci-
procity Committee and protested against because it was affecting
meat and wheat and agricultural products? They say that they have
closed those negotiations, but there is not anything in the law that
requires the giving of a new notice to pick up those investigations.
They have already given us the notice required by law. They have
already had the hearing required by law, and we niay wake tip some-
time and find those treaties in effect, and not know anything about
their having been under rediscussion. If that happens, it will result,
I think, in the farmers of America rising il) in revolt, because they
were dead set against that beef prol)osition and the grain proposition
with relation to those treaties.

We respectfully ask you, gentlemen of this committee, that you
take away from this secret committee the unlimited authority with
which they have been clothed as the result of your enactment of this
statute mentioned herein, and the extension already granted in 1937,
or limit this authority in the manner suggested if you still desire to
delegate it. This will prevent a trade-agreement 'policy which will
merit the criticism of every respectable farmer and labor organization
in America.

Gentlemen, the American vegetable grower and his employees
appeal to the United States Senate for relief.

In connection with this report that J wa's furnished by Congi'cssnman
West, I find this statement about United States production:

About one-third of the acreage planted to tornatos (average of 1937 and 1938)
is marketed in tile fresh or natural state. Great variation in latitude and climate
i the United States makes possible production of tomatoes for marketing fresh
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every month of the year though in considerably varying cjuantity a)ol quality.
'iT'he oai'het prodiretinin th' year is in smith Florida in Januay, followed as
the season advances 1)3' central Florida, south Texas, the Imperial Valley of
California, otst Texas, Miississiptpi, Tennessee, and other States. (dlifornia pro-
duces tomatoes as late as November, and Texas and Florida grow a special fall
crop marketed from Noveniler iito Janiuary. Prodtiction during the season
when imports arrive (Decembler to May) is cotified almost exclusively to Florida,
although there is some production in Texas and California at the beginning anti
toward the, cud of the import season. There is also considerable production of
greenhouse tomatoes during tie winter season, Statistics of the quantities pro-
ibeed are not available. Tomatoes are also grown in Puerto Rico and the
Virgin Islands during the wiliter season. Small quantities of the tomatoes grown
in these liosseions are shipped to the New York market.

Imports of fresh tomatoes are marketed in the fresh or natural state -

They are not processed at ill, We process two-thirds, anti they
compete with the one-third that, we undertake to market fresh,

No fresh tomatoes are imported for canning or manufacture. Separate statis-
tirs of imports have been available since the passage of the Tariff Act of 1922, and
these imports from all countries except Cubha and from Cuba are shown in table 2.

Now, just to illustrate what the situation is there. In 1927, the
total, production of tomatoes in the United, States was 904,168,000.
Produced during the import period, December, January and Febru-
uary, were 226,440,000. The imports at that same time were
132,090,000. They are right up close to us there.

The next year it was 189,002,000 as compared with 119,205,000.
The next year it got closer,--.141,000,000 to 103,000,000.

Coming over to 1935, we raised in the United States in 1935,
175,230,000 pounds of tomatoes during the import season. I refer to
the import season as December, January and February, because
Cuba has extremely low rates at that time. At the same time, they
imported 78,000,000 and a little over.

The next year our production, in 1936, dropped from 175,000,000 to
147,000,000, and their imports rose from 7,000,000 to 85,000,000.

The next year our production rose to 152,000,000, but the importa
tion' roge to' Soo0ooo;, rising 'right up with it.

When we get tip to 1938, the figures are not yet complete.
So regardless of what you may conclude about the rest of this

program, I think that the vegetable-growing industry is faced with a
situation that is somewhat different from some of these other indus-
tries, because we tire competing with a notoriously low standard of
living part of the world, which is Latin America,, Just south of us-with
peon labor, which is paid a very low standard of wages, and com-
peting with us during 1)ecember, January, and February on a rate of
1.8 cents when they raise tomatoes at 3 cents per pound and deliver
them in New York and Chicago. The complete figures as shown by
the United States Tariff Commission Report 39, Series D, are available
if you want to verify those figures. And it costs us 6.1 to 6.3, and
certainly we cannot compete with a situation of such wide divergence
in cost of production.

I want to insert in the record here the newspaper clipping with date
line New York, October 7, which I referred to yesterday.

The CHAInMAR. That may be done.
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(The same is as follows:)

PROMOTEU STARlILES CUBA WITH! OFFER TO BUY GIGANTIC TONNAUF,---A .1.
NEVIItHSTATD HE IEPIESENTS CONCENw THAT l.,;, 4,000 RFTAIL STOES---
CONFERS WITH CUBAN AGRICULTURAL CHItEPS ON PITHCUASF. OF MiU'ION
LUGS

NEw YOiuK, October 7.--Local receivers of Cuban tomatoes and other vege-
tables have read with much interest a recent article in the Cuban press to the
effect that one A. J. Neville, of New York, announced that he was ready to
contract a million hgs of tomatoes, and other vegetables.

It was stated that Mr. Neville represents a concern that has 1,000 retail stores
and 3,000 refrigerated plants and that lie is in position to purchase these vegetables
by depositing sufficient funds with a Cuban bak. l)uring his visit to Habana
he had an interview with Garcia Moutes, Cuban Secretary of Agriculture; present
at this meeting was a committee representing the Association of Cuban Fruit
Exporters. After listening to Mr. Neville'! proposal, association representatives
stated that commitments for this year's production had already been made, but
that nevertheless they could assure him of 500,000 packages.

This conference with the Cuban secretary received wide publicity. Circulars
were printed from an article that appeared in the Diario de la Marina and were
widely distributed among growers. No little surprise has been expressed at the
wide publicity given this plan by the Cuba press inasmuch as Cubans generally
know that the present development of Cuban vegetables is due to the financial
aid and efficient service rendered by American merchants to Cuban growers. ,

Not so many years ago Cuban planters had to rely on their own resources, and
records show that production of Cuban tomatoes lid not exceed 100,000 crates,
compared with over 1,500,000 lugs exported to this country last season. This is
aside from other vegetables. Of this huge tonnage New York auctions sold close
to 1,000,000 lugs to individual buyers in Greater New York and vicinity. This
huge development has been made possible only by the financial assistance given
Cuban growers by North American interests.

What effect this proposal on the part of Mr. Neville will have, if any, on the
Cuban situation is difficult to foresee at this time. However, it is a known fact that
a somewhat similar plan was inaugurated a few years ago by Mexican vegetable
growers with the aid of their Government, to place distribution of their entire to-
nmato crop in the hands of the Wells Fargo Express; the plan wa.Ns short lived, and
the result was disastrous to Mexican growers.

Observers note in Mr. Neville's plan the injection of refrigerated plants, a- factor
which practical tomato people know would be of no value in proper marketing of
tomatoes. In order to assure sound arrival of Cuban stock, the tomato,,s are
shipped green, It would be more sensible to think of 3,000 hothouses instead of
refrigerated plants. Mr. Neville's proposed plan will be closely watched next
year by North American interests. Meanwhile efforts will be made to see who
A. J. Neville is and what people lie represents.

Mr. CONNAUGHTON. Also a statement from the Hamilton County
Vegetable Growers Association of Cincinnati, Ohio, dated February
8, 1940.

The CHAIRMAN. That may go in.
(The same is as follows:)

Tnx, HAMILTON COUNTY VEGETABLE GitowEts AMsOCIATION INC., '

Cincinnati, Ohio, February 8, 1940
Mr. JoHN It. CONNAUGI[TON,

General Counsel, National Association of Hot louse Vegetable, Growers,
Washington, 1). C.

DEAR Sit:'. Relative to the destructive results produced by reciprocal trade
treaties, which permit unfair competition by foreign vegetable growers, who were
given through the operation of the reciprocal trade treaties, a decided advantage
over American vegetable growers.

The above statement and the 13 questions presented to uA dio not apply to what
our growers are able to report. Most of our growers have greenhouses plant
from one-half to 1 acre and are forced to do their own work and are une le to hire
help on account of the poor business conditions.

Members of our association contend that producers in the United States can
produce enough cucumbers and tomatoes at any-time of the year and are entitled
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to the demand for those vegetables whenever it may exist, 1) caCuse they buy
American made products acid spend every dollar they earn at honle. Thcrefor'
a higher tariff is their ocly salvation, further that if something is not done in a hut; y
it will be too late.

We are enclosing a letter which expresses the opinion of our members during a
discussion at our February 1 meeting and we hope you will present it to the Com-
mittee on Tariff Regulatiol, We also will write our Congressman and Senator
from Ohio.

Thanking you acid hoping you will give this your prompt attention we arle,
Very truly yours,''II 1l Itcic'roN COUNTY 'IuT:ABi, Govics AssocIArmOw, IN.

Louis EGucERIING, President.

Mr. CONNAUGHTON. I would also like to insert in the record three
more affidavits that I received since the hearing on the other side.

(The same are as follows:)

Statement of Miller Floral Co. of the relative to the destructive result,
produced by reciproccl trade treaties, which permit unfair competition by foreign
vegetable gromrs, who were given, through the operation of the recilocal trade
treaties, a decided advantage over American vegetable growers, coc tlcir oni-
ployees.

Naune and address of ih)iividual, partnership, or corporation: Miller lcl(ral
(Co,, Farmington, U tah.

1. Number of years in vegetable growing business in the United State-s:
2, NuMber of prisons employed each year for 5 years before enaetnct of

Iaw authorizing 'trade treaties," .Jme 12, 1934: 1929, ; 1930, ; 1931,
1932, 1; 1933, 3; 1934, 2.
.3. Number of persons employed since negotiation of such treaties: 1935, 2;

193(0, 2; 1937, 1; 1938, 1; 1939, 1..4. Number of your former eml)loyees now on Federal, Stett,, or umulicipal
pauper and relief rolls:
.5 Amounit of Fdieral income tax paid each year for 5 years prior to icnct-
icent of reciprocal trade law: 1930, : 1931, ; 1932, ; 1933,
193:1,1,. Amount of Fedkral ineouce tax iai eacl year si ice tIe enactment of this

law: 1935, ; 1936, , 1937, ; 1938, ; 1939,
1 7. Number of acres phinteil icc out-door vegetable production each year for

5 years before the (naetnjent of this Inw: 1930, ; 1931, ; 1932,
1933, ; 1934,

8. Number of acres lcnted in oct-lcor vegetable production each year since
the enactment of this law: 1935, ; 1936, : 1937, : 1938, ; 1939,

9. Number of square feet or number of acere.s planted In hot-house vegetable
plrodietion for 5 years prior to this la\v: 1930, 0; 1931, 0; 1932, 1,412 square feet;
1933, 7,628 square feet; 1934, 5,951 square, feet.

10, Number of square feet or number of acres planted in hot-hoiuse vegetoble
production each year since the enactment of this law: 1935, 3,95 8 square feet;
1936, 4,201 square feet; 1937, 1,867 square feet; 1938, 1,882 scare feet; 1939,
1,780 square feet.

11. INumber of c'qtiare feet or inuhber of acres of hcot house torn down or
alcandoned, clue to foreign competition caused by "trale treaties":

13. Does the operation of the reciprocal trade treaties cause financial losses in
your business? In the past winter 1939-40 we cliscontinuied the raising of
vegetables as it was ccci)rofitable.

STATM OP IuTAl,
County cf 1)114s, ss:

J. Wallace Williams, treasurer, does hereby depose, that the above acid fore-
going stctecent was prepared by me, or, under my direction, andh that the stale-
mecits therein contained are true to the best, of my knowledge and belief.

J. WALLACE WILIAS.,

Subceribed and sworn to before me, this (lay of January 19,0.
[SEAL] GRANT . CLAit, AtIary Public.
Term expired May 30, 1943.
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Statement of Hewett P. Mulford, of the Hewett P. Mulford & Co., Mulford's
Dayton plants, relative to the destructive results produced by reciprocal-trade
treaties, which permit unfair competition by foreign vegetable growers, who were
given, through the operation of the reciprocal-trade treaties, a ecided advantage
over American vegetable growers, and their employees.

Nanie and address of partnership: Hewett P. Mulford & Co., Lebaomi, Ohio.
1. Number of years in vegetable-growing bosines in the United States, 10.
2. Number of persons employed eac'h year for 5 years before enactment of law

authorizing "trade treaties,' June 12, 1934: Since we grow flowers also the num-
ber of persons employed is not proportional to the loss iln tomato sales.

3. Nmlber of persons eniployed sine negotiation of such treaties: 1935,
1936, ; 1937, ; 1938, ; 1939, : Saine as above.

. Number of your former employees now oil Feeral, State, or municipal
pauper and relief rolls:

5. Anouit of Federal income tax paid each year for 5 years prior to enactment
of reciprocal-trade law: 1930, 1931, , 1932, 1933, ;1934,
Reasons same as above.
6. Amount of Federal income tax paid eacl' year since the enactment of this

law: 1935, ; 1936,- 197" ; 1938 ; 1939, R(asolnssame, as.
above.

7. Numer of acres planted in out-door vegetable l)rodiietion each year for 5
years before the enactment. of this law: 1930, ; 1931, ; 1932,
1933, ; 1934, : None.
8. Number of acres planted in out-door vegetable production each year since

the enactment of this law: 1935, ; 1936, ; 1937, ; 1938, ; 1939,
9. Number of square feet or number' of acres planted in hot-house vegetable

production for 5 years prior to this law: 1930, ; 1931, ; 1932, ; 1933,
square feet; 1934, 1,10,000 square feet.

10. Number of square feet or munber of acres planted iin hot-house vegetable
production each year since the enactment of this law: 1935, 140,000 square feet;
1936, 1,10,000 square feet; 1937, 120,000 square feet; 1938, 110,000 square feet;
1939, 100,000 square feet.

11, Nuier of square feet or number of acres of hothouse torn down or
abandoned, due to foreign competition caused by "trade treaties"; None.

12. Have you been forced to give tip the vegetable growing business, or any
part of it, by the operation of these "trade treaties"? Yes, and probably the
complete ran ge will go out of tomatoes with the low prices now received,

13. Does the operation of the reciprocal trade treaties cause financial losses in
your business? Iefinitely. The price has come down on the average of about
10 cets per basket for the last 4 years.

STATE OF 01tO
Coiinly'of Warrcn, as:

Hfewett P. Mulford, manager, does hereby depose, that the above and foregoing
statement was prepared by me, or, under my direction-- and that the statements
therein contained are true to the best of my knowledge and belief.

HEWETT P. MULvoao,

Subscribed and sworn to before oe, this 31st day of Jan uary 1940.
(SEAL] Glxr s'miN, Votary Public.

Term expires April 27th, 1941.

Statement of of the relative tot he destructive results
produced by rcipirocal trade treaties, which permit unfair competition by foreign
vegetable growers, who were given, through the operation of the reciprocal trade
treaties, it decided advantageover American vegetable,'growers, and their cm-
ployees.

Name amd address of individual, partnership), or corporation: Arch Henderson.
1. Number of years iii vegetable growing busiiiess iin the United States, 20.
2. Number of persons employed each year for 5 years before enactment of

law authorizing 'trade treaties," Juie 12, 1934: 1929, 1 to 10; 1930, 1 to 10;
1931, 1 to 10; 1932, 1 to 10; 1933, 1 to 10; 19341 I

3. NUmber of persons employed siice negotiation of such treaties: 1935, 1 to
10; 1936, 1 to 10; 1937, 1 to 10; 1938, 1 to 10: 1939, .
4, Number of your former employees now oi Federal, State, or municipal

ipauiper and relief rolls: About 30 percent.
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5. Amount of Federal income tax paid each year for 5 years prior to enactment

of reciprocal trade law: 1930, none: 1931, none; 1932, none; 1933, $22.98; 1934,
1one.

6. Amount of Federal income tax paid each year since the enactment of this
law: 1935, none: 1936, none; 1937, none; 1938, none; 1939,

7. Number of acres planted in out-door vegetable production each year for
5 years before the enactment of this law: 1930, 35; 1931, 30; 1932, 20: 1933, 35;
1934, 40.

8. Number of acres planted in out-door vegetable Iroduction each year since
the enactment of this law: 1935, 30; 1936, .40; 1937, 35; 1938, 40: 1939, 30.

9. Number of square feet or fiiuner of acres planted in hot-house vegetable
production for live years prior to this law: 1930, ; 1931, ; 1932,
1933, ; 1934,

10. Number of square feet or number of acres plaited in hot-house vegetable
production each year since the enactment of this law: 1935, ; 1936,
1937, ; 1938, ; 1939,

11. Number of square feet or number of acres of ]ot house tori down or
abandoned, due to foreign competition caused by "trade treaties":

)?, 144y3 yo been forced to give ll) the vegietable-growhg business, or any
part of it, by the operation of these "trade treaties"? No; but it is sure work-
irig a hardship on us.

13. Does the operation of the reciprocal trale treaties cause financial losses in
your business? Yes.

STATE OF IDAHO,
County of Ehmore, ss:

ARc HENi)ERSON, does hereby depose, that the above and foregoing statement
was prepared by me, or under my direction, and that the statements therein con-
tained are true to the best of my knowledge and belief.

ARCH HENDEHWON.
Subscribed and sworn to befnr fille this 30th day of Janiary 1940.
[s^EALI CE. . lonwrso,, Votary Public.
Term expires Feb. 14, 1940.
Mr. CONNAUGHTON. I also desire to put in an extract from a vege-

table trade journal, which is as follows:

CUBA PUTs A GREAT LOAD OF TOMAo .Ks ON MARKmr- 1.0,70

I A Iu IS 35 o ,mls)

Unloads of (baii toniatics reached the season's high mark when close to 95,000
litgs arrived and most sold at the two sales ol Tuesday and Thursday. These
offerings were almost double those of a year ago, when only 57,000 logs sold at the
two corresponding iales. Considering the heavy offering, the cold weather, and
low quality of most stock, nothing letter eouhd ie expected than the drop1 in
prices that resulted.

Monday about 43,000 ligs were offered, with prices at $1.10 to $2.50 per lug,
while at the sftfm sale last year 29,099 Figs were s',ld, ranging from $1.50 to $3.40.
'lThose receivers who had tofuatoes that were satisfactory to buyers ofi Monday
realized the better prices, while off-grades were ili the diltilps. ' Oft Wednesdav
there were about 48,000 Iigs sohl, with iwe stick goifg as low as $1, with tops
of $2.40 per lug.

The CHAIRMAN. Mr. CarrT

STATEMkNT OF HARRY C. CARR, VICE PRESIDENT AND TREAS-
URER, BAYUK CIGARS, INC., PHILADELPHIA, PA.

Mr. CArt. I appreciate very much this opportunity of appearing
before your committee. Needless to say, I do not pretent to represent
all industry---but in what I am about to say I do represent the views
find feelings of the cigar manufacturers of this country. They are
solidly l)ehind a continuation of tihe present reciprocal trade-agree-
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ments program because of their experience with two of the agreements
which have been made under that program, namely, the agreement
with Holland and the agreement with Cuba.

Soil and climatic conditions in this country apparently are not such
as to permit of the production here by American farmers of all of the
types of cigar leaf tobaccos necessary to produce cigars which will
meet the variety of tastes of the American public. American farmers
produce cigar leaf filler tobaccos in Pennsylvania, Ohio, and Puerto
Rico; they produce binder tobaccos in Connecticut, Massachusetts,
and Wisconsin; and they produce wrapper tobacwcos in Connecticut,
Massachusetts, and Florida. But to secure sufficient quantities and
of types that will blend properly for the manufacturing of cigars in
certain categories, it is necessary to import Havana tobacco for fillers
and to some extent for wrappers, and Sumatra tobacco for wrappers.

Under the agreement effected with Holland, the duty on Sumatra
wrappers was reduced by 29.35 percent. This reduction was made
after a careful study of the competitive situations involved and I
understand with the entire approval and agreement of the growers of
Connecticut and other American wrapper tobaccos. [he reduction
thus effected has been of material help to the American manufacturers
using Sumatra tobacco, and, it appears quite clear, to no disadvantage
to te American producers of wrapper tobaccos.

Under the Cuban agreement originally consummated in 1934,
a reduction was made in the duity on Havana filler tobacco of 37$
percent. Due to a particular clause in that agreement, this reduction
was later canceled in March of 1936 as at result of the invalidation of
the original A. A. A. by the Supreme Court. Subsequently, in t
new supl)lemental agreement with Cuba made effective December 23,
1939, this reduction in duty on Havana filler tobacco was reinstated.

The cigar manufacturing industry, as is well known', has had a
difficult time in the past few years. The reductions effected in both
the agreements to which I have referred represented savings in costs
to the manufacturers using those imported tobaccos and thus directly
affected not only their welfare but the welfare of their epi)loyees.

At one time there was an impression in certain circles that reducing
the duty on these imported tobaccos would be detrimental to the
American farmers who were producing cigar leaf tobaccos. This is
definitely not the ease anti the farmers themselves have known other-
wise. As an evidence of this, I quote twQ paragraphs from a state-
mont presented by the Conneeticut Valley Shade Growers Associa-
tion, representing the growers of wrapper tobacco in that district,
endorsing the proposed new agreement with Cuba, as follows:

The Shade wrapper primarily blends with a full Habana filler to make the
most expensive and finest of all cigars. The amount of Habana used decreases
with the price of the cigar and is blended in the cheaper cigars with P~merto Rico
filler. Briefly, our wrapper as a wrapper has been accepted by the public only
in these combinations. Combinations have been tried with other fillers but all
have failed to please the smoking public.

It has been the experience of the entire cigar-smoking world that good Iabana
filler makes the finest of all fillers and the most acceptable to the greatest number
of smokers. We feel that If more Habana fillers were to be used, more cigars
would be smoked. More cigars with Shade wrappers means more Shqde wrappers
consumed-nmore Puerto Rico filler used in conjnction with Habana and more
domestic binders used with the various cigars.

I also quote the following paragraphs from an affidavit signed by
some 70 percent of the farmers in Pennsylvainia growing cigar leaif
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tobaccos, as well its t good proportion of tle farmers in Ohio and
Wisconsin growing those tobaccos, this affidavit having been filed in
support of the Cu ban agreement recently consummated, as follows:

We believe the proposed tariff reduction will benefit the American cigar tobacco
farmer; and accordingly, we express our support of such proposal. We recognize
the practice of American cigar manufacturers of using some Cuban tobacco leaf
in bhsled with domestic tobacco in the manufacture of a large percentage of all
cigars produced in this country; aid that the addition of soie of the high quality
Cuban tobacco leaf in this manner improves the quality and stimulates the demand
for and coisimption of all cigars, particularly those of the class A type of which
the doinestic filler represents the major content,

The maintenance of the quality of domestic cigars, particularly the class A
cigar, made possible 1)3' a reduction of Cuban tobacco tariff rates and conse-
quently the continued 1181 of some Ilabana content, can result only in a stimula-
tion of demand for amid thus a stimulation of production of domestic tobaccos,
especially domestic filler. And we feel confident that the lowering of the Cubai
tariff rates to tie extent proposed will not result in an muiNwarranted increase in
the use of Cuban tobacco to the point where such use will become competitively
harmful to the domestic producer.

The CHAIRMAN. What percentage of the tobacco which is used in
the manufacture of cigars comes from foreign countries, Cuba or
otherwise, and what percentage from our oin country?

Mr. CAm. May 1 answer that in this way, that the total quantity
produced by weight is approximately 80 percent filler, 8 percent
wrapper and 12 percent hinder. Those are rough percentages. Of
the wrapper tobaccos, which constitute 8 percent by weight, about
50 percent come front abroad, Sumatra tobacco and soine Habana,
but largely Sumatra. Of the binder tobaccos, which constitute
12 percent. of the weight, all are domestically produced. Of the filler
tobacco, which constitutes about 80 percent of the weight--a good
80 percent of that 80 percent is domestically i)roduced; maybe 85 per-
cent. Does that answer your question?

The CHAIRMAN, l)O yOU represent just 0110 concern or an organiza-
tion?

Mr. CAIn?. As a matter of fact, 1 an representing one concern,
which happens to be the largest manufacturer in the indihstry, but in
speaking here today I am also authorized to represent the Cigar
Manufacturers Association of America, Inc., which is the association
of cigar manufacturers and which represents in its membership about
85 percent of the volume and production of cigars in this country.

Senator BROwN. What is the attitude of the tobacco growers?
Have they expressed it here?

Mr. CArit. I have tried to put it into those two quotations that I
read there.

Senator BnowN. Are they generally favorable to this program?
Mr. CARR. Oh, yes.
Senator BROWN, The grovers and the manufacturers both?
Mr. CARm. The growers and the manufacturers both.
Senator (RORGE. You meant the growers of tobacco?
Mr. CARR. Of American tobaccos. I am talking about cigars.
Senator GlECtE. Fillers, wrappers, or binders?
Mr. CARm. All types.
Senator GEoRGE. The growers of wrapper tobacco and a certain

type of filler in certain parts of Florida and Georgia are having a
good deal of trouble now. I don't know that they are complaining
about the trade treaties.

215171 40--- .32
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Mr. CARE. Senator, I alit not personally familiar with that situation,
because very little of that tobacco comes North, and we (1o not use
any Georgia or Florida tobacco, and I (to not know what the situation
is down there. But I am morally certain it has nothing to do with
the trade agreements.

Senator BROWN. You said that 100 percent of the wrappers were
loniestically produced ?

Mr. (Arnu. No; I beg your pardon. The wrappers constitute by
weight about 8 percent of the total. Those are very rough figures.
I am not prel)ared to give exact figures, but it is about 8 percent.
Of that 8 percent, about 50 percent are imported.

Senator G:ono;t. Do you use your wrappers from the Conrecticut
Valley? Is it a C lonnecticlut Valley wrapper?

MI:. CArIr. Ounr' company uses Nnainly Sumatra wrappers.Seniator GhqOQwr,. tilorted?

Mr. CARKi. Imported. It is a curious thing, but the filler that
we use in our cigars is mainly Pennsylvania filler and the binder is
Connectieut, and a blend that appeals to the public of Pennsylvania
filler and Sumatra wrapper is much more appealing than a blend
with Pemsylvania filler and Connecticut wrapper. If you ask rite
why, I cannot tell you.

Senator GEORGE.. You have the same ol fight. You lire using
the foreign tobacco for your wrapper?

Mr. CAR. MV company hal)pens to be?
Senator GEORGE. Yes,
Mr. CAnn. As a J)raeticnl proposition, if we were to exclude, we

will say, the importation of all imported wrappers, we would just
put about 50 pereent of the industry flat on its back, including the
farmers that sul)l)l that 50 percent, because you cannot get enough
wrapper tobacco of tire American type in this countitry.

Senator GEowi, I know. but those of us who lived through tire
Tariff Act of 1928, 1929, and 1930, very much rentenber that tire
producers il this country did say that if they had a little more duty
on Sunnatra, t4)rey oul produce more lere,. But it is the sarte ohl
fight, of course. I ian see that.

Mr. CAR. Well, Senator, one of these quotations that I hn've read
there was a quotation from the Connecticut Valley Shade Growor
Association, which is the association of farmers producing American
wrappers excluding, riot including, Florida and Georgia types, and
they endorse this situation. Before I came down here, I made it my
business to comnuicate with the association and to ask their per-
mission to use in this brief that I have submitted, that statement of
theirs, and the word I got, back was that tl.ey were glad to have Ine do
so, that they were in favor of this whole trate program.

Senator GEORGE. 1 (10 riot thilk they 1re cortplaining 'about the
trade. program.

Mr. CAR. No.
Senator GEoRGE. Is there any big reduction in tire duty on

Sumatra?
Mr. CARB. It is from $2.27% to $1.50 a pound.
Senator GEORGE. What is the duty onthe Cuban?
Mr. CARR. On the Cuban filler tobacco, it was 40 cents a pound,

iand by the new agreement that went into effect irt July, it was reduced
to 25 cents a pound.
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Senator GEORGE. I have had no complaint from tile producers in
Georgia-Florida area, and they (1o produce quite a good deal of wrapper
tobacco, and they have been producing another type of tobacco for
bno,"r, and now they are having to give that up, but that is due to
obtain hour and wage restrictions that have been imposed.
Mr, CARR. I am not familiar with that.
Tile CHAIRMAN. The only other witness who appeared hi that mat-

ter was from Connecticut, representing the Connecticut growers, and
he said that the growers in that State were heartily in favor of the
reciprocal trade program.

NMr. C(An. I can, accordingly, speak with authority for tile man-
facturers a1nd tile wage earners in this industry, as well as for the
American farmers pro(ucing cigar-leaf tobaccos, who are really a part
of the industry, in stating t~iat the results attained through this
general 1vognii'n [w the agreements in questionn have.been materially
beneficial to at] concerned, and, to tile best of my knowledge and
belxe, detrimental to no one. The sole result las been that unneces-
-fry impediments to trade oil the commodities in question have been
removed.

On these commodities in both of tile agreements to which I have
referred, a most careful study of the economic and commercial ques-
tions involved was made by the Committee on Reciprocity Infornla-
tion and by tile State Department. I can speak with' particular
authority on the Cublin agreement in this respect. I know from
personal experience something of the extent to which tile gentlemen
(iiarged with the responsibility for negotiating that agreement
studied and weighed the issues 'Involved and their possible effect on
American indllstry, worker and farmer, before they arrived at their
conclusions as to what was equitable and proper.

Tile Cigar Manufactulers Association of America, Inc., representing
siome 85 percent of the production of all American-made d iars, has
already filed a brief under date of February 10, 1940, with you,
endorsing the results of the Reciprocial Trade Agreements At insofar
aft this industry is 0o cl'red: ' I pers mally -aH',enf eba'ef Imyc61- ,

pany wish to join in and eml)asize this endorsement.
Tie CHAuMMAN. Thank you very inuch,
Representatives of several of tile ladies' organizations were going to

appear before us, but they agreed that Mrs. Baldwin woulh appear
und present the views of them all.

STATEMENT OF MRS. HARRIS T. BALDWIN, FIRST VICE PRESI-
DENT, NATIONAL LEAGUE OF WOMEN VOTERS, WASHINGTON,
D. C,

Mrs. BALW.LN. Mr. Clairmn. and members of the committee:
Because we sytiopathize.with your effort to expedite o~sideratiwl. of
continuance of the trade-agreements program, I have been requested
to file with your conlinittee a statement from each of seven national
organizations that support it and to make only a brief explanation of
the reasons for such support. These organizations are:

American Association of University Women.
General Federation of Women's Clubs.
National Board of tile Young Women's Christian Association.
National Council of Jewish Women.
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National League of Women Voters.
National Women's Trade Union League of America.
Service Star Legion, Inc.
The CHAIRMAN, How many does that represent ill membership?
Mrs. BALDWIN. I think 1 say in the next paragraph, Senator Harri-

son, that the membership in these groups runs into millions. I call-
not give you the exact figure, but it does represent a cross-section of
the population in the United States.

You will note that these organizations are ones that have no coo-
nomic interest in the trade-agreements program, but represent only
the public interest. Each of these groups, however, has approached
the study of the tariff from a slightly different angle. Tie American
Association of University Women is especially concerned with the
relation of the tariff to the general consuming public and to the
development of peaceful international relations. Tle importance of
the reciprocal trade agreements to the consumer is emphasized in the
statement I am filing with you, and is summarized in the following
words: ,

In urging the extension of the Reciprocal Trade-Agreemnents Act, the Anier-
can Association of University Women represents ti interest of the Amcrican con-
sumer. The act establishes a method of regulating foreign trade which allows
sone chance for considering the interests of Americans as comsiners, ill contrast
to the old method of tariff making in response to the combined pressures of tho,
more articulate producer interests.

The American Association of University Women also sees in the
trade-agreement program a niethod of establishing sound international
economic relations as a necessary part of any durable peace system,
pointing out that:

When the wars raging in other parts of the world are over, we will find that
autarchy has been so firmly established in many regions that it will be Impossible
to lower trade barriers everywhere immediately without causing tremendous
hardships. "Here Is where 

11
he slow, careful, thorough method of the reciprocal

trade-agreement program comes in. Step by step, commodity by commodity,
country by country, restrictions can be given up, excessive tariffs lowered, new
markets developed, and the Internal economies of nations rearranged on the basis
of a sane, free, constructive exchange of goods among free peoples.

The National Women's Trade Union League of America has
watched the trade-agreements program with especial care to determine
its effect on labor. This organization states its position as follows:

The National Women's Trade Union League of America is in favor of the
extension of the Trade Agreemefits'Act without modification as provided in House
Joint Resolution 407. The reason for its support of the program is this: American
industry, because of its efficiency, is geared to a high rate of production. The
most efficient industries, which are, generally speaking, the ones that pay the
highest wages, need export outlets for their surplus products. Foreign markets
supply these outlets and the millions of workers em loyed In these export iidus-
tries are directly benefited by increased foreign trade. Not only a large section
of industry, but also many of our farin products, require foreign markets in which
to dispose of their surpluses; and when foreign outlets for these farin products are
increased, farm purchasing power for industrial products in the United States is
increased, which In turn creates more business and more employment right here
In the home market,

Although the approach to the study and support of the trade agree-
ments program by the General Federatoii of Women's Clubs was
made from an interest in the field of international relations, the
organization supports the program not only as one means of developing
better relations among countries, but also as a way of improving our
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own economic situation. In the statement from the General Federa-
tion of Women's Clubs, which I am filing with you, the position of
tis organization is summarized as follows:

We consider the flexibility of the present method to be of absolutely vital
importance in dealing with other nations whose totalitarian policies are apt to
change from (lay to day. We'do not agree that tariff Is a purely domestic matter.
It affects our relations with every nation with whom we trade. It carries political
implications of which only the executive branch of the government may be aware.
Negotiation of tariff agreements by the Executive Branch of the Government but
wit bin the broad principles laid down by the Congress is entirely in accord with
Constitutional - revisions.

The Nationnl League of Women Voters has long been interested in
the tariff and particularly in the development of a scientific method of
tariff-making. The League of Women Voters urges continuation of
the trade agreements program because:
The League of Women Voters believes that the reciprocal trade agreements

program is a major advance in the development of a scientific method of tariff-
making. In this program Congress has provided for international action in the
tariff field and has broadened the base for making 'tariff adjustments. It has
retained its constitutional authority for establishing the tariff policy of the United
States. It has given to the Executive Branch of the Government specific instruc-
tions for carrying out the policy by defining the limits of change in the congres-
sionally adopted tariff schedule, by requiring constant study by Government
experts, and by requiring that opportunity be given interested persons to present
their views. By enacting the Trade Agreements Act for limited periods, Congress
has accepted the responsibility for regular review of achievements under it.

The national board of the Y. W. C. A. states:
We support the extension of the Trade Agreements Act because we believe

that the trade agreements would relieve unemployment in the long run and supply
markets for American surpluses, help prevent acute poverty which might cause
political unrest, and would serve to bring about peace between nations.

The National Council of Jewish Women supports the program be-
cause, as they say:

We believe that the Trade Agreements Act protects the interests of consumers
and the general public; that it is a fair measure because local and special interests
do not supersede the interests and needs of the country as a whole,. We believe
that this act provides a more scientific, more equitable, and more practical method
of adjusting tariffs than any previously employed.

The Service Star Legion, Inc., supports the program for similar
reasons.

Now, on iny own initiative, I wish briefly to comment on some of
the proposals that have been made for changes in the Reciprocal
Trade Agreements Act. The arguments for some form of congres-
sional action on the negotiated agreements do not seem valid. The
Congress in authorizing the negotiations of such trade agreements
and in defining the scope within which agreements can be made has
met its constitutional responsibilities. The argument was well sum-
inarized in the majority report of the Committee on Ways and Means,
which said:

However, in the case of trade agreements, the President can only act accord-
ing to procedure within the scope of the policies and limitations previously
prescribed. In the fundamental sense the agreement is concluded with the
approval of both Houses of Congress.

It is also true that the argument for congressional approval 'of
trade agreements is frequently advanced by those ..Wo seek to defeat
the entire program. It seems to me that requiring congressional
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action oil the negotiated agreements moans that the tariff goes backagain to logollingater aong- journey around Robin Hood's barn.,

If the cost-of-production theory in tariff making is pursued to its
logical conclusion, it means the use of the tariff to elimiplate all com-
petitive advantages among countries and therefore practically to
prohibit imports. This is the opposite of the pur oso of the trade-
agreement program, whlieh is to stimulate trade. Even if the cost, of.
production formula were a somi(l one o1 which to base a tariff policy,
experience has shown that it is extremely difficult, if not impossible,
to determine with accuricy the (lifferences in costs of production
among the various countries.

There has been considerable comment to the effect that the United
States has given away more than it has gained through use of the,
unconditional most-fiavored-nation principle. On the contrary, the
figures would seem to indicate that perhaps Uncle Sam has been too
shrewd a bargainer, since exports have increased more under the
tra(le-agreenlents program than have iml)orts. Through this princi-
ple of equality of treatment included by the Congress in the Trade
,Agreements Act, the United States .hs' invited 'cooperation in- its
trade policy instead of retaliation and discrimination. It is through
the application of this pIinciple that al attack has been made on
trade barriers throughout the world.

In conclusion, I wish to point out that the comments which I
quoted from these seven organizations on the reciprocad trade agree-
ment program show that they support the program for three principal
reasons:

First, it contributes to the solution of basic economic problems of
the United States through the stimulation of trade.
Second, it is a scientific approach to tariff-making in the national

interest.
Third, it has proved its value in graduinty reducing iiternatismwl

trptde,barriers and should be kept as a contribution to the solution of
problems that will exist when the time for building a lasting peace
has conic.

We urge that the Reciprocal Trade Agreements Act be continued
without change for another 3-year period.

May I file these statements as part of the record?
The CIImMAN. Yes; they will be I)ut in at the conclusion of your

testimony.
Mrs. BALDWIN. Some of the representatives of the other organiza-

tions are here in the room.
The CHAIRMAN. I understand your agreement, and you have doiie

a very fine job. You are the first vice president of the National
League of Women Voters?

Mrs. BALDWIN. Yes.
The CHAIRMAN. What is the membership of that organization?
Mrs. BALDWIN. I cannot tell the exact membership of that organ-

ization, Senator Harrison, because we do not have national member-
ships. The league of women voters is made up of local and State
leagues which are affiliated with the national league. We have local
leagues in s e 600 local communities, aid there are 31 State leagues;
Which are afflliatted with' that 'NutiOnsbeagre of Woemen Voters.

The CHAIRMAN. You have a great many voters in that organization?
Mrs. BALDWIN. Yes.
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The CHAIRMAN. Are there any questions?
Senator BiowN. I am in favor of your thesis, and I like the emphauis

you place on the consumer interests, who are not represented here
very often. Out in Michigan I find that what opposition there is to
reciprocal trade agreements comes pretty largely from the farm ele-
ment. Do you represent any considerable portion of the farm
membership?
Mrs. BALDWIN. We do not as stuch, but in the membership of the

organizations I have quoted, especially in the General Federation of
Women's Clubs, you will find that there are a great many farm women.
I know on some of the State boards of Leagues of Women Voters,,
there are farm women sitting, not representing farm organizations
but of course bringing to the membership their point of view and
their interests.

Senator BnowN. I think it would be a very fine thing if the real
facts concerning the trade agreements could be gotten to the farm
women, because I think they would have that same interest which
you represent.

,Mrs. BALIWIN. I think it, is the intent of all of the organizations
who have presented their views to you today to do nore than educate
their own organizations, and try to develop public opinion in their
community.

Senator GoGicE. I have a great deal of sympathy for the interests
of the consumer. In the Tariff Act of 1929 and 1930, I introduced
and secured the approval as far as the Senate was concerned of a pro-
vision for a consumers' counsel, whose primary interest would be to
protect the interests of the consumer so that the issue would not be
narrowed to the fight between the importer and the manufacturer,.
but the majority in charge of that tariff act thought it was ridiculous.
for the consumer to have a representative, and so it went out of tha
conference.

•Mrs. :BALDWI.N. We will make, itbroader and make it the public
interest.

Senator BROWN. I might say that the Sugar Act which is now in
effect and which we last passed, that there is a section in there that
gives the Secretary of Agriculture very large powers in protecting the
consumer interest in price.

Mrs. BALDWIN. The League of Women Voters first became in-
terested in a study of the tariff in 1924, and then took it up in its
relation to living costs, viewing it not only from the point of view of
the consumer but from the point of view of the general public.

Senator GUFFEY. Mrs. Baldwin, from my knowledge of the League
of Women Voters in Pennsylvania, I am very agreeably surprised to
see the National League of Women Voters 'endorsing this program.
Can you tell me if the League of Women Voters of Pennsylvania
endorsed the reciprocal trade agreements?

Mrs. BALDWIN. The League of Women Voters of Pennsylvaia, as
far as I know, Senator Guffey, was always a party to the adoption of
the program of work of the League of Women Voters which is adopted
in a biennial convention to which all of the leagues in the country
send delegates andwhich, is- our. autahriation for action in support
of the reciprocal trade agreements program.

Senator GUFFEY. Will you staisfy my curiosity and see how they
voted at the last convention? I am interested in the Pennsylvania
group. I wonder if you vote by units?
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Mrs. BALDWiN. No; we vote as delegates, and there wits no protest
to this program commitment from the Pennsylvania League.

Senator GUFFEY. Thank you very much.
(The statements submitted by Mrs. Baldwin are as follows:)

STATEMENT OF I)t, CAROLINE F. WARE, RIRESNTING TIlE AMERICAN
AsSOCIATION OF UNIVERSITY WOMEN

Ii urging the extension of the Reciprocal Trade Agreenents Act, the American
Association of University Women represents the interest of the American con-
sumer. The act establishes a method of regulating foreign trade which allows
some chance for considering the interests of Americans a; consumers, in contrast
to the old method of tariff making in response to the combined pressures of the
more articulate producer interests.

The American Association of University Women is an association of more than
(15,000 members who are graduates of colleges and universities of high standing,
organized in 860 local branches in all the States and Territories and in China,
Japan, and the Philippines.

This organization carries on a Nation-wide study program in consumer problems.
Programs in nearly 300 branches are addressed to this subject. At its last
biennial convention in June 1939 the association passed a resolution to support
legislation in the Interest of consumers. It also voted, specifically, to support
extension of the reciprocal trade-agreements program. It is on the basis of this
authorization from the association that the following statement Is presented.

This association has joined with the American Home Economics Association,
numbering 15,000 professional members and another 70,000 in student groups,
and with the General Federation of Women's Clubs of over two million members,
in forming, with representatives of retailer organizations, the National Con-
sumer-Retailer Council. These three organizations appeared recently before a
subcommittee of the Interstate Commerce Committee of the House in support of
legislation for the development of standards for consumer goods. This joint
activity on behalf of the consumer interest indicates that we are not alone in our
concern with the interest of Americans as consumers, nor that such interest is
purely academic, but that organizations with membership running into the
millions are actively engaged in measures to )romote that interest.

The reciprocal trade-agreements program constitutes the first sustained effort
on the part of the Government to consider the needs of consumers as well as the
desires of producers in the formulation of national tariff policies. Although
consumers are the largest economic interest in the population, for we are all
consumers, they have not been heard inl the process of tariff making in the past.
Even in the discussion of the reciprocal trade agreements themselves, major
stress has still been placed on markets for American producers abroad rather than
goods for American consumers at home.

It is not strange that the interests of Americans as consumers have received so
little consideration in tariff making in the past, Not in foreign trade alone,
but in domestic affairs as well, we have gone on the assumption that the interests
of the community are identical with the interests of )roducers and sellers. We
have taken for granted that if the producer and seller were protected, the public
interest would be adequately served. We have often forgotten that the reason
why we produce is in order to consume-that the farmer grows wheat because
people want to eat bread, not that we eat bread in order to give the farmer soie-
thing to do.

This attention to producers alone is well reflected in the activities of the Fedeial
Trade Commission. Until last year, the Commission had Authority to protect
only business competitors and was without direct authority to protect consumers.
It could not put a stop to injurious fraud against the buying public if the particular
fraud was commonly practicedin the trade and competitors were not injured by
the practice.

In view of this lon*-stauding preoccupation with the interests of producers in
public policy and legislation, it is not surprising that tariff making has been a
producer.centered process Mr. Dooley epitomized the process in his famous
remark about how the tariff in 1909 raised the standard of living of the American
workingman by placing on the free list such "necessities of life" as oux vomica
and canary seed. When flexible provisions were introduced In 1930, the man-
date of the Tariff Commission was to recommend revision in the liglt of foreign
and domestic costs-not in the light of domestic needs. The tariff on blankets
could be raised or lowered in line with conditions in the industry, but not with

I
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the need for warm blankets at low prices for the comfort and health of the Anler-
lcan people. The vetoed tariff bill of 1932 provided for a consumers' counsel to
the Tariff Commission. To he sure, the House minority report characterized tile
proposed consumers' counsel as an unnecessary and expensive office which would
only interfere with tire work of the Commission, but the majority recognized that
the consumer interest had not had adequate representation in the past.

The Recil)rocal Trade Agreements Act does not represent a radical departure
and the reorientation of tariff making from the interests of producer groups to tire
interests of consumers. Based as it is upon the act of 1930, it remains subject, in
a measure, to the same limitationm. But it does take a definite step toward a
more satisfactory procedure for adjusting foreign trade.

In the old system of tariff making, tire mere right of the consumers to be heard
on specific items In the schedule was no adequate protection or representation of
interest, for consumers have neither the necessary technical knowledge nor, in
most cases, a sufficiently intense interest iii a specific product to make them able
to prevent their case effectively. The interests of consumers stand a much better
chance to be considered under the trade-agreements procedure where the whole
body of trade between this and other countries Is taken into consideration, not
just single commodities one by one. Under the procedure for placing in the hands
of experts responsibility for giving weight to all the relevant factors, consumers
are assured of expert representation throughout.

The stake of American consumers in a satisfactory tariff-making procedure is,
very real. 'File exact burden of existing tariffs upon consumers is not easy to
determine, for domestic as well as foreign trade factors enter into the prices of
goods on the American market, and it, is impossible to appraise the burden grow-
ing out of the virtual or complete exclusion of certain products from the Aniurican
market. Estimates have been made as to what the tariff burden would have
been if prices to American consumers had been raised by the exact amount of the
tariff. According to these estimates, something like 10 percent of the average
expenditures for food on tire part of New York City wage earners and clerical
workers in 1935 would have been attributable to the tariff, while tire cost of the
tariff to the average farm family in that year would have been $108---$81 for goods
used in family living on tile farm and $27 for goods used in farm production.
Neither the accuracy of these estimates, nor the fact that prices to domestic
consumers were not, in fact raised by the exact amount of the tariff, is important
to the point made here. 'I1 hey are mentioned only to indicate that tire stake of
American consumers, both urban and rural, in this matter is great, and to underline
the need for a tariff-making procedure which allows this interest adequate repre-
sentation and consideration.

The interest of Americans as consumers is in tine import aspects of the reciprocal
trade-agreements program. We would stress the word "reciprocal." It is self-
evident that foreign, like domestic, trad, is an exchange, not a one-way street,
atid that increases in imports and exports must go hand in hand. As consunicrs,
our interest in American exports is primarily, because they are the means' by
which we as a ration are able to secure things from abroad wich we need in our
daily lives.

Curiously enough, the traditional attitude toward foreign trade stresses the
effort to expand exports and mininiie imports---to give more than we get in
exchange. If there is any advantage in air unbalance in our foreign trade, it
would appear to be on the other side--in the form of more goods for the enjoy-
menit of the American people rather than more gold to drop into a hole inl Kentucky.
But it is only war, or the threat of war, that makes nations think of trade in terms
of the advantages of acquiring actual goods. For our part, we are not looking
for ft one-sided advantage, but for a basic for exchange which will make the most
of mutual advantages.

As consumers, we tend to favor a program which minimizes barriers to trade,
because we want to acquire the goods which we need on the most favorable terms.
By expanding markets abroad for the things which can be best made at home and,
buying therewith things which ve cannot well produce or in which our advantage-
for production is less, we gain the full advantage of our best skills. Where the
effect of trade barriers has been artificially to keep up the prices of goods to'
American consumers, whether those goods are produced at ]ionic or abroad we'
welcome a program which affords reductions in tire prices of such goods. Sueh
a program contributes directly to raising tire standard of living of American people*
by freeing that part of consumer incomes which would have to go to the mainte-
nanseof artificially high prices'for expenditure on other goods. The result or airy
measures which make for an increase in the real purchasing power of consumer
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incomes is to enlarge the market for domestic goods, and to stimulate production,
employment, and the creation of more consumer income at homu. Whnreisarriers
to trade are in the public interest, and we recognize that there are situations in
whiqlx tlhey isay be, wve, urge a procedure v11 hl will operate in terms of the broadest
benefits to the people as a whle rather than o separate economic groups. The
trade agreements which rest, on a careful survey hy experts provide such aprocedure.

A large proportion of the American people are interested in foreign trade
only in their capacity as consumers. Even those whose interest as producers
is at stake share also in the common interest of all as consumers.

For workers in service industries, in construction), and in trade and transporta-
tion, the impact of tariffs falls upon them wholly in their capacities as consumers.
These workers arnounit to nearly half of tile gainfutlly enlhlyed population of tilecountry. When to these are added those branches of agriculture, mining, and
maeefreturing which virtually are unto the flow of foreign trade in either

direction--for example, coal mining, printing and publishing, bread making, sob-
sistence farming--the proportion rises still higher. Insofar as all these are
affected by the flow of foreign trade, it is in their capacity of consumers alone.
For the rest, the interest as consumers of those engaged in export and in import
industries may reinforce or balance their interest as producers, and in any case it is
basic to a policy shaped in the public interest, The editors of the *Electrical
Workers Journal have estimated that nine-tenths of the workers of. the.couuty.,
are in the same position as the electrical workers, either toatfietccl il their ca-
pacity as producer by "protective" tariffs, or adversely affected by reason of
their employment in export industries.

On the first day of the hearings before the House Ways an+d Means Committee
On extension of tile Trade Agreements Act, a member of the committee objectedto tile Secretary of Staic's support of the trade-agreement program oi tile ground
that whereas the Secretary was in a position to consider the interests of the
'Nation as a whole, the Represe)tative was responsible for representing the inter-
ests of his congressional district.

In ilakiug that statement, the Representative must have been thinking of tile
factor ries of his district, not of the homes of his district. It is not the interests of
one district versus the interests of the country as a whole. It is the question of
whether the interest which all of us have as consumers is being adequately retpre-
sented, and whether those of 11s whose only interest in foreign trade is as con-
sumers are to he represented at all.

By means of the Reciprocal Trade Agreements Act, American cojnswuers have
begun to secure consideration in the development of tariff policies. We do not
want to go back. We urge the extension of the act in order that we may retain
this small gain, at least- until such time as the paramount interest of Americans
as consumers receives wider recognition in all aspects of our national life, and
production and trade are seeii as means to an end, not as ends in themselves.
we urge that in voting o1 this measure you think lot Only of factorieC, )lit of
homes.

SUI'PLEMENTARY STATEMENT ON THE POSITION OF TiE AMNIICAN ASSOCIATION
OF UNIVERSITY WOMEN IN SUPPORT OF OUsE JOINT RESOLUTION 407 TO
EXTEND THE AUTHiORITY OF TIE PRESlIDEN"' UNDER TIlE TARIFF ACT OF 1930
AS AMENDED. SUBMITTED TO TIlE FINANCE COMMITTEE OF TIlE SENATE, BYI)R. ESTHER CAUKI, N ]IRUNAUER, ASSOCIATE IN INTERNATIONAL EDUCATION

OF TiE AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, MARciC 2, 1910

The interests of tile American Association of University Women in the con-
tinnance of tile Reciprocal Trade Agreements Act grows out of two well-estab-
lished principles of the organization's prograla, namely:

(1) The promotion of legislation in the interest of the consumer, and
(2) The development of an immediate and long-range foreign policy for tile

United States based oil international cooperation for peace.
Tie aspects of tile trade-agreement program which affect consniel interests

have been discIssed in the statement submitted oii behalf of the association by
Dr. Caroline F. Ware. It is important to point out il addition time usefulness of
tile trade-agreements program in laying a foundation for peace through inter-
national cooperation.

Even if we put aside every other consideration we must recognize the value of
the reciprocal trade-agreements program as a ieans of helping the world toward a
real peace, after the armed hostilities are over. It tile past '20 years there have
been constant warnings that acute economic nationalism would bring war learer;
and, as we know, those warnings have proved to be trite. Any program that leads
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away from economic nationalismn and attempts to lower trade barriers contributes
to peace. liesides this general effect, there is also a more definite way in which tire
continuation of tile trade-agreenernts program will help bring abort the peace of
justice sld samitythat tboworld so sorely reeds..

While the war' is still going on, we can do something with this program to help
preserve what freedom of trade still exists. We can keel) alive tile principle of
free exchange ,'if goods, which has been denied everywhere by totalitarian govern-
meats. The idea of autarchy---that is, national self-srrliciencyis first arid fore-
most based on the idea of the nation as air arred camp and peace is merely
the interval between wars. Even the most so-called self-sufficient nations have
to import some articles, and what foreign trade they have is carried or murder
barter arrangem'rnts that put tile trade of other countries also into a strait jacket.
With the reciprocal trade-agrecments program we can help lessen tire strait
jackets by making those other countries less deperrdent or the totalitarian states
for their markets,

When the wars now raging in various parts of tire world are over, we will find
that autarchy has already been so firmly established in many regions that it will
le impossible to lower trade barriers everywhere immediately without causing
tremendous hardships. Here is where the'slow, careful, thorough method of the
reciprocal trade program comes in. Step by step, commodity by corrrrrodity,
country by country, restrictions can be given u), excessive tariffs lowered, new
markets developed, ad tire internal economics of the nations rearranged o tire
basiSoL a sanre,.ree, cppstretive exOvage.ogoodamcrg fsee.,people Over
and over again the .President and Secretary of State have declared that tire
United States is ready to contribute to the establishment of a sound international
economic system as a foundation of enduring peace. The reciproal trade-
agreements program will b our best contribution to this end.

GENERAL FEIFrcATIO. OF WOMEN'S CLUrs, 1938-41

To the Senate Finance Coiittee:
The Reciprocal Trade Agreements program was endorsed in principle by tire

General Federation of Women's Clubs at its triennial convention held in Kansas
City, Mo., May 1938. The adoption of the resolution followed several years of
study. Itesolirtions adopted by the federation are considered active and continue
to control the policies of our organization for 6 years. Notwithstanding this fact,
and because of clanged conditions under which international trade and commerce
racst be carried on in a world at war, It was thought advisable to clarify further
our position.

Consequently, the attached statement,. "Reaons wiry the reciprocal trade-
agreements program should be continued in its present forrir was presented to tile
board of directors of our organization at its annual meeting in January. Tire
statement was tramnirointsly endorsed in a motion which called upon oric State
organizations to give it tire widest hiossiblc publicity so that intelligent and
widc,pread MtfplirtiuriKht be giv.meto our, reoluCti taken n1938 Carryig ou't
the purpose of tins motion, tire statenet is being dissemiated to oir 15,000
clubs by ltul)lication in our national magazine and various State organs.

Tile General Federation of Wonrer's Clus is not a pressure group. We seek to
place before our membership irrnassailable facts so that sound opinions ay be
formed. Our membership of more than 2,000,000 wornen constitutes tire largest
consuers' group of the country. A cross section would reveal the widest possible
scope of interests. In our own various capacities we represent the interests of
industry, agrieultrr, labor, and business. In our ranks are to be found the wives
of miners, farmers, laborers, industrialists, white-collar workers, educators,
bankers, and businessmen. Our organization is peculiarly able therefore to place
the good of the entire country above tire special interest of sections or groul.

We consider tire flexibility of tire present method to ie of absolutely vital
importance in dealing with other nations whose totalitarian policies are apt to
change from day to (lay. We do not agree that tariff is a purely domestic matter.

It affects oir relations with every nation with whom we'trade. It carries
political implications of which only tile executive branch of tire Govermncnt irray
ie aware. Negotiation of tariff' agreements by the executive branch of tire
Government but within tire broad principles laid down by tire Congress is entirely
in accord with constitutional provisions.

We believe that tire reciprocal trade-agreements program, as put into effect
by Secretary Hill, has been largely srreciessful and that it is an honest and sin-
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core attempt to determine tariff negotiations which are designed to promote the
welfare of the entire country in a scientific and democratic way.

Respectfully submitted.
Mrs. 'RituDoRac BIfEnS,

Chairman, Departienl of International Relations
General Federation of Women's ('lobs.

(Attachment.)

REASONS WiHY TIlE RECiIIROCAI, TIDE-A(;REEnMENTK PICO(iRAM SHOULD BE
CONTINUED IN ITs PRESENr FORM

Endorsed by the General Federation of Women's Clubs in May 1938, the act
authorizing the negotiation and conclusion of trade agreements based on the
principle of reciprocal nondiscriminatory treatment will lapse in June.

The following statement prepared by Mrs. Frederic Beggs, chairman of inter-
national relations, was endorsed unanimously iy the board of directors, at, its
annual meeting, January 19, 1940.

1. The reciprocal trade-agreements program should not be a partisan issue as
it puts into effect a tariff policy advocated by both parties. Tie reciprocal
principle in tariff making was first tried by President McKinley. The most-
Favored-nation clause was first declared to be the policy of tbe United States by
Chief Justice Charles Evans Hughes when he was Secretary of State in the Ihard-
ing administration, Included in the Republican Party platform the following
year, it was carried through until 1932.

2. The reciprocal trade agreensents program provides a scientific and demo-
cratic method of determining tariff regulations which are designed to promote the
welfare of the entire country.

3. The rules and restrictions under which our trade and commerce arc carried on.
must be adaptable to the constantly changing conditions of a world at war. This
is why it is not desirable to confer upon the trade agreements the dignity of
"treaties," which depend upon the slow and uncertain processes of legislative
action.

4. The abrogation of the reciprocal trade agreements program would be inter-
preted by other nations as a major reversal of our foreign policy.

5. If the act auLhorizing the reciprocal trade agreements program is allowed to
lapse, it will damage the efforts of the Pan-American nations to achieve continental
solidarityand stability, thus jeopardizing the economic. and political reconstruction
which will have to be undertaken on a world-wide scale when the present tragic
war is over.
6. If we abandon the Hull reciprocal trade program, it will mean that we must

try to become more economically relf-suflicient. This will involve a greater
amount of Government control of bu iness, industry and agriculture thus imperil-
ing our democratic institutions. This is especially true of agriculture.

7. The reciprocal trade agreements program was designed to expand the home
market, and increase the purchasing power of the American consumer by loosening
the restrictions on foreign trade and opening world markets for the surplus prod-
ucts of both our agriculture and industry. That it has been largely successful, is
borne out by statistics available at the United States Department of Commerce.
Abandonment of the program would create a period of great uncertainty and would
not contribute to national prosperity.

TiE NATIONAL BOARD OF TIlE YoUNo WOMEN'S CIISTIAN
ASSOCIATION OF TImE UNITED STATES OF AMIRICA,

February 27, 19-10,11011. PAT BARIRISON,

Senate Finance Committee, Senate Office Building, WVashington, D. C.
l)EAU Sin: For 15 years the Young Women's Christian Association has worked

intensively in tile cause of peace.
Because of the nature of our membership comprising as it does many thousands

of young wonon working either in business or industry, we have long been aware
of acute economic distress among many of their number. We have studied the
causes of this distress and worked for its alleviation to the extent of our ability.

We know that many of our fellow citizens, including some of the members 'of
our own organization, have lost their jobs because of trade barriers which have
stifled international trade. We watched, for example, the loss of $80,000,000
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between 1929 and 1932 to Massachusetts' trade through drastic reduction in
export of shoes, leather, textile, rubber tires, safety razor blades, and forestry
products. We saw $111,000,000 worth of exports lost to Wisconsin (luring the
same period owing to a decline in exports of lard and other meat products,
tractors, automobiles, electrical and mining machinery. We saw this loss of trade
reflected in loss of jobs in the community affected. Because our manufacturers
could not sell abroad, the needs of citizens could not be supplied at home. We
watched the Tanks of the unemployed swell; we saw standards of living decline
In our own and other countries.

We believe that the orderly processes of trade het%%een nation are necessary
for a stable economy and the alleviation of employment, not only for the
United States but for the whole world. Tie YouuLg Women's Christian Association,
ther fqre, has for the last 6 years ,supported the reciprocal trade agrements
program and conduled among its members an intensive educational program
regarding the agreements.

The economic organization of the world is based increasingly upon specialization
and division of labor. No nation, not even the United States, baa within its
borders all the resources essential to modern life and modern p)roduction. Almost
every country in tie world lrduces more of certain products than it call consume.
Vi'e United ,states raises more cotton, more tobacco, more hogs, more fruits than
it can consume, and mamfactures many articles which under the present economic
system it cannot u8L, It sells these surl)huses, or would like to sell them, abroad
and obtamis other commodities which it lacks either wholly or iii part. The same,
of course, is true usually to a more striking degree in other countries. This
mutually profitable and necessary exchange is frequently prevented by the
existence of excessive trade barriers. The domestic economy of practically
every country of the world either has been or still is dislocated by such barriers.

In some countries we have seen acute poverty cause political unrest during
recent years and economic seeds made an excuse for wars of conquest and national
aggraldizememit,

btew e bitter strife aniong nations will continue and peace will neither be
promoted nor maintained unless trade barriers are lowered the Young Wolnen's
Christain Association supports the trade agreements program and hopes that
the authority for its contiunance will be renewed, believing it, one way by which
the cause of of peace may ie aided. Therefore because we believe that the
trade agreements would relieve employment in the long run and supply markets
for American surlpluses, help revertt acute poverty which might cause political
unrest, and would serve to bring about peace between nations, we support the
extension of the Trade Agreements Act.Respectfully yours, Mrs, JoHN FaENCH, President,

STAIE.msNT OF Mums. AicrHUR BRIN, NATIONAL COUNCIL OF JEWISH WOMEN

'The National Council of Jewish Women, an organization of 65,000 wonen
with branches iin 200 cities in the United Stateq has given careful study and con-
sideration to tile provisions and effects of the trade program of our great country
based ol the Trade Agreenicnts Act of 1934.

Our organization has continuously supported this act and will continue to do so.
We favor it for many reasons. We are impressed with the fact that although our
foreign trade dropped off between 1929 and 1032 by two-thirds and our national
income hy one-half, that siice 1934 when the Trade Agreements Act was passed
both the foreign trade and the ntioial income were increased by one-fourth.
We believe that the threat to diseontiime the act will be a threat to our national
iirosiierltv.

Wt believe that, the Trade Agreements Act protects the interests of consumers
and the general public: that it is a fair measure because local and special interests
ulo not supersede the interests ad needs of the country as a whole. We believe
that this act provides a mort scientific, more equitable and more )raotical method
of adjusting tariffs than any previously employed. After Congress has established
tile broad basis of the program the many technical agreements are left for formula-
tion to experts ii various fields of agriculture, commerce, industry, labor, and
fihfune. We helieve this method to be a great advance over the method used In



504 RECI'O('AL TIAICE AGI(IIIEMENT'S ACT

writing the Smioot-lIawley Act of 1930, which is geilIly emisitlrerl unsatis-
factory.

We hope that the principle of reciprocal tariff paets first endorsed by the lie-
publican administration an,1d the policy of the most-favored-nat ion acejsted by
the l epublican Party in its platform of 19?2, both of which formed the basis of
the Prade Agreements Act of 1934, will receive recognition as a bi-partisan policy.
We fear a return to the tariff policy followed by our Nation in 1930, when the

high tariffs we imposed evoked retaliation of other countries. We believe that a
high tariff policy makes foreign markets and raw materials increasingly inacces-
sile and leads many nations to seek to increase and extend their boundaries. We
]told that lowering the tariff reduces international friction and leads to better
international economic relations. We believe that whereas war in) Europe and
Asia may block further extension of this program in those countries it becomes
rgorv iniportant to further this program of reciprocal trade agreements with South
American republics,

because we believe that the Trade Agreements Act of 1934 has exteimled our for-
eign trade, increased our national prosperity, improved our relations with those ,
countries with whom we have signet agreements, we shall continue to support this
trade program and work for its extension beyond Jnie 12 of this year aml we hope
for your favorable action o) this measure.

NATIONAL LEAGUE OF WoMEN Vor)mIs,
ll'cishinglo, I). C., I/arck 2, /1,,0.

To: Senate Comlittee on Fimance.
From: National League of Women Voters.

IN SU'PPOiT OF' THl 131lOCAI riADfE A(IIEEF 5NT PIOItAM

The National League of Women Voters urges reenactment of ti ieciproci
Trade Agreements Act, as provided in house Joint Resolut'oi 407. In 1924 the
League of Women Voters took up the otildy of the tar ff. During tl 12 years
between 1924 and 1936 league members all over the country sardhed for a solution
of the tariff problem. They organized study groups: they published leaflets and
pamphlets and widely distributed them: they participated ill local neting-s ami
arranged for radio programs; and they constantly related local tariff problems to
national tariff making.

League members came to the conclusion that our tariff was to high and that
a downward revision would be helpful to the consuming public, to American
economy as a whole, amd to the elimination of much internaLional friction.

After the passage of the Trade Agreements Act in 1934 the league promotedstudy of this new method of tariff adjustment. At the Biennial Convention i
1936, after 12 years' search, the delegates from all the State leagues voted to
support "downward revision of tariffs through reciprocal trade agreements,"
Study of the operation of the trade agreements program since 1936 by 550 local
leagie has resulted in increased understanding and appreciation of the program,
and interest in its continuation.

Tariff a national policy.----The League of Women Voters reached the eomrlwmlson
that the tariff must be a truly national policy not all aggregation of local intoret*.
In determining & tariff policy or in making , tariff schedule various clonmotie
factors must be given proper weight. The degree to which the prosperity of
farmers and of automobile workers, for example, is interdependent lust be taken
into account. The relation of raw materials, semimannfactured, and nmnufac-
tured goods must be considered. General commercial, financial, and transport.
tion conditions must be examined.

Foreign as well as domestic factors must lie considered since foreign markets
for certain United States products are basic to our iatiosnal woll-being. If foreign
markets are lost, depression results not only for the cnterl)rises (lepeldent on dis-
posal of surpluses abroad, but for other related ones. If workers in export
industries are unemployed, they cannot buy time goods produced by other workers
for the home market. If we are to promote a tariff policy for onit Nation's good,
the two-way character of foreign trade camnt be overlooked.

D4ifculties, of congressional tariff making.-Ciongreis is, of course, responsible
for detenmining our trade and ;tariff policy. For years, however, Congress has
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recognized the difficulties of legislating tariff schedules. It has set up1) from time
to time various administrative methods of assisting with different parts of the
problem, Thu inevitable log rolling of congressional tariff making has resulted
in patchwork-qiilt tariff schedules which may or may not be in the national
interest.

Need fo' constant revision. ---'lhe problem is further coimiplicated by constant
change i, the domestic and foreign factors affecting American l)rodlictioii which
tinds to make a new tariff act obsolete almost before it is enacted, 'h'lius flexi-
bility in the making of tarilfs becomes necessary. Congress recognized this need
when it wrote the flexible tariff provision into the 1922 and 1930 tariff laws.
Fighteen years' experience with the flexible provision, however, indicates that
it is not adequate. Since 1930 when the last major tariff act was passed by
Congress, rates ha'e been changed on abont 58 items. This proportionately
smal.adjustment during the last 10 years cao hardly have. been enough to protect
our trade interests in view of the tremendous changes that have taken place in
our internal as well as ini the world's ecoiomv. 'I'his failure of the tflexible tariff
provision is due to the "cost of production" formula. This formula provides too
imited a hasis for tariff adju.ments, even if it were possible to determine with

accuracy the difference ill costs of production amnon g the many countries.
Unilateral action not enough.-- Any kind of unilateral modification of United

States tarif rates ieets only part of the problem. It in no way modifies those
foreign trade developments which may adversely affect ou' domestic economy.
'l'lieefore, it is necessary to find a method whereby the United States can work
to remove foreign trade barriers. Under the Constitution the power to negotiate
with other nations resides solely in the executive branch of the Goverinment,
lience, power to bargain for inodifieation of foreign trade barriers must be given

in some form by Conres to the Eceutiv'e.
Req,iremet1s of tarOff- n a iig ..... i' lie league of Women Voters believes that it is

the function of Congress to determine the trade and general tariff policy of the
Ignited States and to lay down the rules for its implementation by the executive
Ranch of the Government. We believe that Co, ngress should after determining
the general tariff policy--

(1) Authorize continuous study by Gvermnent experts of all facts related to
trade and tariffs including l,'stinony o f intereste(l persons, ahd that these facts
should be made generally available:

(2) Direct the Executive to modify within lspecified limits United States tariff
rates whenever expert study indicates the ads isability of doing so;

(3) Authorize the Executive to bargain with foreign countries for mutually
advantageous tariff adjustments.

Trade agreements program mecrs u'eed. -''he League of Women Voters believes
that the reciprocal trade agreements program is a major advance in the develop-
menit of a scientific methodt of tariff-making. In this program Congress has pro-
vided for international action in the tariff field and has broadened tin' base for
making tariff adiustments. It has retained its constitutional authority for estab-
lishing the tariff policy of the Unitecd States. It has given to the Executive
branch of the Government specific instructions for carrying out to policy by de-
fining the limits of change in the congressionally adopted tariff schedule, b;,' re'quir-
ing constant study by Government experts, and by req iring that opportunity le
given interested persons to present their views. By enacting the 1'rade Act for
limited periods, Congress has accepted the responsibility for regular review of
aehieveintwimultd-lm it:

The trade prorom should be continued. - 'he league of Women Voters maintains
that the reciprocal trade program ha. been successful and should lie continued;
that increasing national prosperity has been due in part to the foreign trade pro-
moted by trade agreements; that our national economy will be best served by
retaining the trade program as an instrument to protect our foreign trade In a world
at war; and that the best interests of the United States will be served by keeping
the program as a micans of promoting sane international trade relations when wars
abroad end.

Mrs. HARIuS '1'. BALDWIN,
First Vice Presidnt,
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NATIONAL WOMEN'S TRADE UNION LEAGUE or ANIERICA,
Washington, D. C.. March L, 1940.

SENATOR PAT HARRISON,
Chairman, Senate Finance Comittee, Washington, 1). C.

MY DEAR SENATOR HARRISON: The National Women's rrade Union League
of America asks permission of your committee to file with Miss Schneiderman's
letter the statement made by Mrs. Stone in behalf of the league at the hearings
on House Joint Resolution 407 before the House Committee on Ways and Means;
A copy of the statement is enclosed.

Yours very truly,
EISABETH CHiRISTMAN, Secretary- Treasurer.

NEW YORK VOMEN'S TRADE UNION TAGUE,
New York, February 28, 1940.

SENAT-OR PAT GARRISON,
Chairman, Senate Finance Commitfee, Washington, D. C,

MY DEAR SENATOR HARRISON: As the hearings on the reciprocal trade
agreements move into the Senate, this organization wishes to reiterate to the
members of your committee our endorsement of the proposal to extend the
program another 3 years, under the existing procedure, and without the restriction
which Senate ratification of each agreement would impose.

'Tie position of the National Women's Trade Union League was set forth in
-detail before the House Committee by the Chairman of our International Rela-
tibns Committee, Mrs. James Austin Stone. The National League and its several
branches throughout the country, representing an individual and affiliated mem-
bership of several hundred thousand, unqualifiedly endorse her statement, and are
putting their full support behind the extension of the Trade Agreements Program.

Again, as President of the National and New York Leagues, may I urge a
favorable recommendation by your committee on this matter? "

Very truly yours, ROSE SCINEIDERMAN, President.

STATEMENT MADE ON BEHALF OF THE NATIONAL WOMEN'S 'iRADE UNION LEAGUE
OF AMERICA, AT THE HEARINGS ON H. J. RES. 407 (EXTENSION OF THE TRADE
AoREEMENTs ACT) BEFORE THE COMMITTEE ON WAYS AND MEANS OF THE
UNITED STATES HOUSE OF REPRESENTATIVES

NATIONAL WOMEN'S TRADE UNION LEAGUE OF AMERIcA,
Washington, D. C., January 80, 1940.

Mr. Chairman, and members o( the committee, I represent the National
Women's Trade Union League of America, which has a direct and affiliated
membership of several hundred thousand. The League is a federation of trade
unions with women members. with an individual membership of those other than
trade unionists who accept Its platform.

The executive board of the league went on record 2 years ago (January 1938)
In favor of active support of the reciprocal trade-agreements program and since
that time the league has been represented at various hearings in support of the
proare without modification.

'I he reason for our support of the prograln is this: American industry, because
of its efficiency, is geared to a high rate of production. The most efficient indus-
tries, which are, generally speaking, the ones that pay the highest wages, need
export outlets for their surplus products. Foreign markets supply these outlets
and the millions of workers employed in these export industries are directly benefited
by increased foreign trade. Not only a large section of industry but also many
of our farm products, require foreign markets in which to dispose oi their surpluses;
and when foreign outlets for these farm products are increased, farm purchasing
power for Industrial products in the United Statse in increased, which in turn
creates more business and more employment rikht here in the home market.
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According to census figures there are about 50,000,000 "gainfully employed"

people in the United States. Estimates have been made indicating that, at tile
very outside, not over 5,000,000 of this 50,000,000 are engaged in so-called "pro-
tected" industries, and that the correct figure is probably nearer 2,500,000. In
other words, 90 to 95 percent of our working people are not engaged in industries
that can be protected by the tariff. Vast numbers of people in this largo unpro-
tected group are actually employed in industries or branches of agriculture that.
are dependent on foreign markets; so that excessively high tariffs, and the tariff
retaliation that they engender, mean fewer jobs and less income for them. Be-
sides, all workers stiffer, as consumers, from excessively high tariffs.

As for the 2,500,000 to 5,000,000 workers in protected industries, nobody
would want to see tariff changes made in such a way as to cause serious hard-
ship to them, Fortunately, under the trade-agreements program, there have
been few, if any, instances of such hardship; this is agreed to by everyone who
has made an unbiased study of the facts. On the other hand, many jobs have
been created in our great export industries as the result of better access to foreign
markets obtained through the agreements. Even the workers in the protected
industries are hurt when protection is carried to such extremes that our own
people can no longer buy the products of these industries, as we found out after
the passage of the Hawley-Smoot Act.

Furthermore, it is well to remember that, generally speaking, wages are lower
in these industries than in others. In other words, when we come to compare
wages in the so-called protected industries with those- in the export industries,
we soon discover that there is something wrong with the old notion that high
tariffs iOcal high wages. What we actually find is that, in general, tile protected
industries pay far lower wages; and that some of these industries, notably the
textile industry ald certain branches of the garment industry, are large employers
of women.

The following figures which I now cite in proof of this statement are similar
to some used In the statement which I made at the hearings on the British trade

reement before the Committee for Reciprocity Information oIl March 15, 1938.
Tey are as significant today as they were at that tine.

Let mne give the committee a comparison of wages il o1e of the protected
indlstries--with those in certain export industries. The figures are taken frola
the 1937 Census of Manufactures and apply to all workers, men and women,
since figures for wages of men and women are not shown separately il the census
data.

Average annual
Protected industries: wages in 1937

Cigarettes --------------------------.-------------------------- $930
Cigars ------------------------------------------------------- 670
Garment industries:

Shirts and collars ------------------------------------------- 604
Furnishings and miscellaneous apparel ----------------------- 794

Fabric gloves ------------------------------------------------- 604
1eiither gloves -.------------------------------------------ 753
Textiles:

Woolen and worsted . . ..------------------------------------ 1,001
Silk and rayon manulfactures ------------------------------- 790
Cotton manufaottures --.----------------------------------- 745
Dyeing and finishing .------------------------------------.. 1,010

Automobiles ----------------------------------------------- 1, 575
Agricultural implements, including tractors ------------------------ 1, 562
Petroleum refining .-------------------------------------------- 1,692
Sewing machines and attachments ------------------------------ 1,506
Typewriters and parts ----------------------------------------- 1, 236

I have also some more recent figures computed by the Bureau of Labor Sta-
tistics, giving the average hourly earnings in September 1939 in certain selected
industries. These bear out the fact, so clearly shown by the 1937 figures, that
tile high-tariff industries pay much lower wages than the export industries. Here
are the figures:

215171-40--83
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Average Hourly Earnings in Protected Industries in September 1989

Cigars and cigarettes- ------------------ ------------------------ 47. 0
Shirts and collars ---------.---------------------------------------- 38. 5
Furnishings and miscellaneous apparel ------------------------------ 38. 0
Textiles:

Woolen and worsted ----------------------------------------- 52. 9
Silk and rayon manufactures ---------------------------------- 42. 6
Cotton goods ------------------------------------------------ 38.6
Cotton small wares -------------------------------------------- 48. 3
Dyeing and finishing ------------------------------------------- 53. 2

Automobiles --------------------------------------------------- 93. 0
Rubber industries ---------------.--------------------------------- 77. 0
Agricultural implements- --..----------------------------------- 77. 8'
Cash registers, adding machines, calculating machines ---------------- 82. 5
Typewriters -------------------------------------------------.... 63. 8
Petroleum refining ----------------------------------------------- 96. 9

In this same month of September 1939 the average hourly wage in all manu-
facturing industries was 64.3 cents, which is 11.1 enits higher than the highest
hourly wage in the group of protected industries listed.

How then can we raise wages and living standards for this group of relativelygoor paid workers? We are forced back to our fundamental proposition that good
usiness conditions, which mean more employment and higher wages, depend on

outlets for manufactured and farm surpluses. This in turn indicates the need for
foreign trade. Expanding export trade increases the ability of the worker on
the farm and in the factory to buy more goods at home, which means greater
prosperity for all, including the workers in the protected industries.

Since this Is the soum)d philosophy back of the reciprocal-trade-agreements
program, and since figures available to all show that the program has made definite

rogress in expanding foreign trade and relieving unemployment since its adoption
N years ago, the National Women's Trade Union League of America urges your
committee to report favorably on extending the provisions of the act for another
3-year period.

Before concluding, I should like to say a word about the change In world
conditions since the program was adopted. It is, of course, a peacetime measure'
and some persons argue that because there is now war in other parts of the world
it is of no value and might as well be allowed to lapse. The Women's Trade
Union League is convinced that this would be a tragic mistake, both from the
standpoint of labor and from that of the Nation as a whole. Even in wartime,
It Is important to have available the best possible means of keeping open the chan-
nels of trade to the fullest extent that conditions will permit; and certainly
we ought to try to improve our trade relations with our neighbors on the American
continent in every practicable way. But even more vital; it is of the utmost
Importance to keep machinery alive by which, when peace does come, the flow
of world trade may be quickly resumed; and In spite of many difficulties, the
trade.agreements program bas already demonstrated its great usefulness in this
respect.

Respectfully situnitted.
NATIONAL WO.MEN's TRADE UNION LEAGUE OF AMERICA,

By MARGARET F. STONE,
(Mrs. James Austin Stone), Chairman of the Committee on

Peace and International Relations.

NATIONAL SOCIETY SERVICE STAR LEION, INC.

OSKALOOSA, IOWA, March 1, 1940,
To Senate Finance Commitlee:

The Service Star Legion, Inc., endorses reenactment by Congress of the recip-
rocal-trade-agreements program as established in 1934 and renewed in 1937.

It seems evident that the trade agreements have been of assistance to Ameri-
can trade, that they will contribute to world commercial development and world
understanding, and that they may be used to benefit United States trade with
the Americas. Lowering the trade barriers would go a long way toward solving
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present world problems. The reciprocal-trade program of the United States is
today the one constructive effort toward this end. When wars abroad end the
program should be available to contribute to the rehabilitation of sane trade
relations among all nations as a foundation for enduring peace.

Mrs. It. KIRxPArlCx NOBLE
- Delegate, Service Star Legion, Inc., lI'aehington, b. C.

The CHAIRMAN. Mr. Farwell.

STATEMENT OF H. G. FARWELL, PRESIDENT, OVERSEAS AUTO.,
MOTIVE CLUB

Mr. FARWELL. Mr. Chairman and members of the committee: I
wish to speak briefly in support of the renewal of the agreement
authority in its present form. I speak in behalf of three organiza-
tions, two of them being manufacturers having sales outlets in most
overseas markets, and one being interested exclusively in export
matters. All three organizations are in the after-market field and
as such have to do with the manufacture and selling of automotive
parts, accessories, garage equipment, and machines for the mainte-
nance and service of motor vehicles after final sale.

These organizations are: First, the Overseas Automotive Club,
with headquarters in New York, and of which I am the president.
This organization is made up of some 135 members who are the export
officials and company executives representing about 800 manufacturing
companies in some 17 States of the Union, the Pacific coast being in
this lot.

The second organization which I represent is the Motor & Equip-
ment Manufacturers Association, also with headquarters in New
York, and I speak as chairman of the export committee of that asso-
ciation. This association comprises some 300 members who manu-
facture and sell original and replacement parts for motor vehicles.
These 300 manufacturers are placed in over 20 States of the Unoin.

The third organization is the National Standard Parts Association,
with headquarters in Detroit, and I have been authorized by that
organization to represent them as well.

The CHAIRMAN. How many members are there in that?
Mr. FARWELL. The membership of this organization largely dupli-

cates that of the Motor & Equipment Manufacturers Association,
and as its name implies, has to do with the manufacture and sale of
those parts of motor vehicles which in technical parlance may be
classed as standard. The membership of this association also in-
eludes distributors as well as the manufacturers of the items noted,
and these distributors are located in all States of the country.

I wish to enumerate a part of the list of products which are manu-
factured and sold by the many members of the three organizations
which I represent, and would cite among these products such itemsas piston rings, engine parts, spark plugs brake lining, clutch
facings, automotive chemicals, cleaners, polishers, windshield and
window glass, windshield wipers, paints and lacquers, enamels, shock
absorbers, upholstery materials, chassis and body parts, fan belts,
electrical and ignition parts, head lamps, storage batteries, and so
forth.
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In addition to the above there are specialized garage equipment
tools such as wrenches, pliers, screw drivers, pumps, greasing and
lubricating equipment, brake testers, electric drills, car washers, air
compressors, gas and electrical testing and analysis equipment. All
these items are among those manufactured and distributed abroad
by the organizations represented.

The volume of products exported by the members of the organi-
zations I am representing is not easy to determine because of the
overlapping of classifications in customs procedure which brings
items like tools, hardware, paints and some textiles into other than
an automotive classification, but in 1938 this volume was close to
$75,000,000.

Local manufacture in several, of our overseas markets already has
sv,.wn the trend in this direction and is making its effects noticeable
in reduced exports in certain lines to these markets. Many of us feel
that any methods like those provided by these reciprocal agreements
are the best steps to take to reduce this tendency toward local manu-
facture and thus maintain the market for our own manufacturers.

International trade under normal conditions is generally steadier
and more even than is domestic trade, and this tendency in turn is
reflected in plant operations. The vohume of this international trade
attained a high point about 1929 and then declined until 1934, when
the present program became effective, and since then has shown a
gradual improvement, due in large measure, we believe, to the trade-
agreements program.More than ever, those of us active in exporting see that it cannot
long continue to be a "one-way street," and that without at least some
measure of reciprocity effective, the question of "What do they use
for money?" cannot be satisfactorily answered. The improvement in
this trade in the last 6 years is traceable to the finding in these agree-
ments of at least a partial answer 'to this question.

In view of the experience of the organizations which I represent, we
are asking the continuance of this reciprocal trade-agreements program
in its present form and unchanged.

The CHAIRMAN. I want to ask you this. Along about in 1930, as
soon as the Smoot-Hawley Act was being discussed and given con-
sideration, there were some industries that found it advisable to
establish plants abroad. It was more in the automobile industry
than any other. What was the cause of that?

Mr. lARWELL. It is rather difficult to answer that entirely satis-
factorily, I believe. We find abroad in many markets, as you may
know, more American made automobiles than we -do foreign makes.
That, I presume, is only natural, and as a consequence of the pre-
ponderance of these American made cars abroad, we have found since
1930 in particular an increasing tendency to manufacture locally the
supplies and parts that are required to keep them on the road.

Senator BROWN. By American capital?
Mr. FAIIWEL,. Not always. We find in Australia, for example, a

local manufacture down there, the results of which have been to
practically bar the importation of American parts. There is a growing
tendency for such local manufacturing, and it is true that in many
cases there is at least some American capital involved.

Senator BROWN. Does the manufacture of American cars in Canada
pretty well satisfy the Canadian market?
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Mr. FARWELL. In a general way.
Senator BROWN. Well, the Ford Co. makes all of its cars for the

Canadian market in Canada, does it not?
Mr. FARWFLL. Yes.
Senator BROWN. Does lie have any advantage in shipping his

Canadian made Fords to England?
Mr. FARWELL. Yes; from an exchange point of view, if from no

other. During the past few weeks, we found 'orders originating in
Trinidad, for 'example, and goingto Canada, but requiring all in-
voices to be made in sterling; not in Canadian dollars or American
dollars.

Senator BROWN, As a general proposition, the French or British
made car costing substantially the same is not as good an automobile
as the American made car?

Mr. FARWELL. I would like to put it just a little differently, if I
may, that for the same price in some other country, the American
made car is a better car than the competing car of other manufacture.

Senator Bnowr. And that is because of our mass production of
cars?

Mr. FARWELL. That is right.
The CHAIRMAN. Thank you very much. Mr. Dillingham.

STATEMENT OF H. L. DILLINGHAM, REPRESENTING THE AMERI-
CAN GLASSWARE ASSOCIATION

The CHAIRMAN. Mr. C. B. Roe testified. for your association before
the Ways and Means Committee?

Mr. .DILLIN OHAM. Yes. He is unable to be here, and I am here
representing him for the same association.

The CHAIRMAN. That testimony that was given there has been in
the hands of the committee and will be given every consideration, and
we hope that you will not reiterate it.

Mr. DILLINOHAM. No, sir.
My name is H. I. Dillingham, business manager of the American

Glassware Association, which has a membership representing an esti-
mated 80 percent by volume of the glassware industry, excluding
window and plate glass, mirrors, and so forth, and containers and
bottles. I want to make that clear, that it does not cover window
and plate glass or containers or bottles.

The CHAIRMAN. Are Libby-Owens a member of your organization?
Mr. DILLINGHAM. No; they make plate glass and flat glass.
The CHAIRMAN. They do not come in competition with your line?
Mr. DILLINGHAM. They are not in competition with us; 'it is another

branch. This is what you may know as miscellaneous glassware.
Senator GUFFEY. This is freshly blown glass, some of these samples

that you have spread out here? -
Mr. DILLINGHAM. Yes. Of course there are machine-made and

hand-made.
Senator GUFFEY. I understand.
The CHAIRMAN. Are they members of your organization, the ones

that make it by machinery too?
Mr. DILLINGHAM. Yes, sir. 80 percent by volume of this industry

is represented in our association.
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Tile CH!AIRMAN. Is there any competition between the maebine-
made glass that you are going to talk about aind that whhi is mado
by hand labor?

.Mr. DILLINGHAM. I welcome this opportunity to bring it out to
you. I had omitted saying anything about it to you, because it is
ii our testimony l)efore the Committee oni Ways and Means. If
you wish me to go into that, I would be very glad, but it is all written
out very carefully there.

The CHAIRMAN. There is competition within the industry?
Mr. DILLINGHAM. Very little, That is the part whicl Congress

never seems to have gotten straight on, that band made ware has
very little competition with machine-made wivre, and that is fully
explained in our testimony, particularly in the Belgian treaty.
Tiat became a part of the Ways an(l Mean s testimony. however, I
will be very glad to go into it iore fully if you wish to have me, but
it is in there.

Senator GUFFEY, W ca0n read it in that testimony.
Mr. DILLINGRAM. The Association appeare(l in opposition to the

extension of reciprocal trade agreements tt the Ways anl Means
Committee hearing and I wish to supplement this testimony by the
addition of a few facts and arguments which were not then presented,
and I shall take less than 15 minutes of your valuable time.
The division of the glassware industry for which I speak does a

Yearly volume of over $86,000,000, according to the 1937 United
States Biennial Census. Manufacture rs in this industry are not in
favor of the trade agreement method of lowering tariffs, because they
have received no benefits from trade agreements and that portion of
the industry producing handmade glassware has been decidedly hurt
by trade agreements which have been made.

The-hand-made glassware industry produces tumblers, steiware,
tableware, illuminating glassware, and various kinds of novultics.
Most of these types of glassware can be made by three different proc-
esses. They can be either hand-blown, hand-pressed or ma-de by
automatic machine. The hand-blown and hand-pressed glassware are
usually classed together and called hand-.mado glassware. The second
group of automatic-made ware is commonly enled iacihine-made
glassware. I have brought samples to show you just what 1 am talking
about and to clarify your understanding of these types.

This is quite important to you gentlemen to understand our posi-
tion in this matter. These pieces here [indicating] are what is called
hand-made glassware. This [indicating] is called hand-blown piece
of ware. It is entirely different than the machine-nmade,

Now, this [indicating] is pressed ware, and so is this one [indicating].
That means that they are made on presses which are pulled down by
hand and the ware is finished individually through a process known as
the glory hole process, and the ware is completely finished by the appli-
cation of fire, and in some instances by grinding. That is rather a
high labor content type of production. So much for the hand-made.

In the so-called machine-made process, you have ware of this type
[indicating]. You pay a nickel for this in the chain store, and a dime
for this [indicating].

Now, you say, what is the difference between them? Let me explain
that by showing you the same pattern machine-made and the same
pattern hand-made [indicating]. Yohi see ti mold marks show in
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the machine-made warej the finish is hazy, and I am sure the sparkle
on a table of the hand-made ware far surpasses that of the machine-
made ware. It is in this class of goods that we have a steady demand
by people who desire to have good glassware on their table.

Senator Gurmru. What does that one sell for? [Indicating.]
* Mr. DILLINGHAM. This one [indicating] sells for $1.25, and the other
for a nickel [indicating]. It is exactly the difference between sterling
silver that I know you all like on your table, and the 10-cent imitation
which anyone can buy.

Senator GUFFjEY. Anyone in the world can see the difference.
Mr. DILLINOHAM. But that seems to be the great difficulty. Every

time the glassware industry comes before you, everybody says "It is
glass," and sure, it is, but you have pianos and lumber, and the same
difference exists between hand-blown and machine-made glassware.

The CHAIRMAN. Were they included in the Belgian agreement?
Mr. DILLINOHAM. Yes, sir; this ware was all included in the Belgian

agreement that is now under consideration. It has not been passed,
or course, but it is under consideration.

The CHAIRMAN. Were they included in the Czechoslovakian agree-
ment?

Mr. DILLINGHAM. They were, and the duty was cut from 60 percent
to 50 percent in this glassware. In illuminating glassware, it was
cut, if I recall rightly, from 70 to 45 percent, and the machine-made
glassware of this type was cut from 50 to 25 percent.

The CHAIRMAN. The Czechoslovakian agreement is not before us,
is it?

Mr. DILLINGHAM. Not actively, but you will recall that that agree-
ment has not been canceled; it has simply been set aside, and I call
your attention to the fact that at any time the Czechoslovakian Nation
becomes existent, that all it needs is a Presidential proclamation and
that treaty is in force.

The CHAIRMAN. But now it is not.
Mr. DILLINOHAM. At the present time it is not, and we are very

happy as a result of that.
rho CHAIRMAN. But you are fearful of the future?
Mr. DILLINGHAM. That is why we are here.
The CHAIRMAN. For fear that Czechoslovakia might come back

as a government?
Mr. DILLINGHAM. Or the Belgium agreement might be enacted.
Senator GUFFEY. Where is the best hand-made glass made? In

what country? Is it in Czechoslovakia, Hungary, or Belgium?
Mr. DILLINGHAM. Let us say, where is good glassware, not the

best-let us not get into superlatives.
Senator GUFFEY. Where is the liighest grade of glassware made?
Mr. DILLINOHAM, In Sweden, in France, in Belgium, and Czecho-

slovakia which is now out of the picture.
Senator GUFFEY. I suppose you know that we are trying to get a

good many of those experienced Czechoslovakians here in this coun-
rO They want to learn the secrets of how to mix the glass en this

redproposition for cut glass.
Mr. DILLINGHAM. There are about four companies who are trying

to get the men here to show them how to do it; the bosses, not the
workmen. There are four people involved.
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The CHAIRMAN. As a matter of fact, these are not in the present
Belgian agreement, as I understand.

Mr. DILLINOHAM. These items of hand-made and hand-pressed
ware are now before the negotiating committee as to whether or not
they will cut the duty on them.

The CHAIRMAN. They have just been cited to the American indus-
try that that is one of the things that they will give testimony about.

Mr. DILLINOHAM. That is right.
The CHAIRMAN. That is as far as they have gone?
Mr. DILLINOHAM. Yes.
The CHAIRMAN. That put fear into you?
Mr. DILLINGHAM. Just the same as the opposition has feared that

you fellows would not pass this extension. We are both worried.
The CHAIRMAN. What side are you on? Don't you want it ex-

tended?
Mr. DILLINGHAM. No; we are in opposition to it.
The CHAIRMAN. All right. Go ahead.
Mr. DILLINGHAM. The branch of the industry which has been most

hurt by the trade agreements is the hand-made glassware section.
trhe machine-made glassware manufacturers have not been affected
to any great extent by the trade treaties.

Senator GUFFEY. Let me ask you a question. What percentage of
tableware that is sold in this country is hand-made and how much is
macline-made?

Mr. DILLINOHAM. I will come to that, if you don't mind, a little
later.

Senator GUFFEY. Very well.
Mr. DILLINGHAM. The macline-made glassware manufacturers

have not been affected to any great extent by the trade treaties, be-
cause foreign manufacturers have not yet made machine table glass-
ware as good as that produced by American factories. It is confined,
mind you, to machine-made table glassware, this type here [indicating]
is what I am talking about.

Senator GUFFEY. That is what sells in the five-and-ten-cent store?
Mr. DILLINGHAM. That iq right. They have not equaled that

type of ware. Also, their selling price advantage, due to low labor
costs abroad, is not as great, because of the small dollar value of
labor increment in each piece. American machine operations and
technical control have also aided American factories to produce 'this
type of ware faster and better than in foreign countries. If, at a
later date, quality and manufacturing technique of foreign-made
machine glassware are improved, the low wage scales paid abroad
will become a serious factor to this branch of the industry and any
reduction in tariff would work a hardship on the American machine-
mode glassware manufacturer. Illuminating glassware manufac-
turers, which employ very largely hand-made operations in the
manufacture of their products, keenly felt the Czech competition
in the stock inexpensive illuminating glassware lines during the
existence of Czech treaty.

Our discussion from this point on will be largely concerning hand-
made tableware,, because it is this class of ware which has been
definitely hurt by the operation of trade agreements. It is important
for you to know that 3 percent of the total volume of the entire
glassware, including all types, window glass, plate, and so forth,
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produced in this country is hand-made tableware. This section of
the industry, however, employs 15 percent of the total persons engaged
in the manufacture of glass in this country. Thirty percent of the
total imports of all glass products into this country is hand-made
tableware, and only 1 percent of all the glass exported is hand-
made tableware.

Gentlemen, let me repeat that to you-3 percent of the volume in
this hand-made tableware; 15 percent of the total people engaged in
this country in making glass, including window glass, bottles, con-
tainers, and so forth; and 30 percent of the total imports of all glass
into this country is band-made tableware, and 1 percent of all of the
glass exported is hand-made tableware.

We cannot export our ware because of the low prices that are charge,
for the foreign ware in the free markets of the world, (lue to the o.
wage scales paid in Europe.

Senator BRoWN, Let me see if I get one point there, What part of
the American market do the foreign interests have in the hand-made
market?

Mr. DILLINGHAM. That is my next statement.
Senator GUFFEY. Is your percentage in volume or dollar and cents?
Mr. DILLINGHAM. That from th:e 1937 figures and is in dollars.
Senator GUFFEY. That includVs a lot of the high-priced, expensive

hand-made tableware thatwa do ,ot make in this country, does it not?
Mr. DILLINGHAM. The finest gbissware made in this world is made

in the United States, and die people who come from abroad come to
my office and want samples el it.

Senator GuFFEY. I an giad to hear that. Where do they make it
in this country?

Mr. DILLINGHAM. I cannot mention companies by name here, but
in private I will be very glad to tell you,

From the facts that I have shown you, you can readily see that the
tariff is a very important matter to the manufacturers of this type
of ware.

During the year 1938, when the Czech trade agreement was in oper-
ation, more than 25 percent of the domestic consumption of hand-
made tableware was imported ware made by foreign manufacturers.

That answers your point, I think.
During this period, until April 1939, when the treaty was declared

inoperative, the hand-made table glassware industry slowly dis-
integrated, particularly those companies making inexpensive barware
and promotional stomware. During the year the Czech agreement
was in effect, the market for hand-pressed ware was continually
sagging in volume, and selling prices of all hand-made ware were
depressed, due to the' low prices at which foreign-made hand-made
table glassware were offered in this country. Much large department-
store and chain-store business in this class of ware was furnished by
foreign manufacturers simply because the selling price of that ware
landed in this country, duty and transportation paid was at least 20
percent less than comparable ware could be purchased from American
manufacturers.

Let me drive that point home to you-20 percent less. In some
instances, the prices of foreign-made ware were so low that they were
less than the cost of labor and material in this country.
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This loss of busines forced American manufacturers to curtail their
production and reduce employment. The workmen who were laid
off tried to find employment, and being unable, they started cooperative
hand-made glassware manufacturing establishments. Six of these
small units started during this period.

Senator GUFFE Y. That is nothing new in the industry, is it--these
cooperative glass plants? They have been building cooperative plants
in western Pennsylvania for 40 years, where they get low-cost fuel.

Mr. DILLINGHAM. Mosquitoes are not new in this country, but
when they come in flocks, they are pretty tough on you.

Senator GUFFE:Y. Well, it is nothing new.
Mr. DILLINGHAM. It is nothing new; no.
Senator GuFFY. It is usually the low fuel cost that starts these

people in that enterprise.Mr. 1)iLLwailAn. It is usually the low prices of the foreign-made

ware that starts them now.
The CHAIRMAN. In 1937, in the hand-made United States )roduc-

tion, what are your figures?
Mr. DILLINGHAM. Do you mean all ware?
The CHAIRMAN. This hand-made ware. Glass tableware, I mean,

of course.
Mr. DILLINGHAM. Htand-made glassware, meaning the hand-

pressed and hand-blown ware, was slightly over $13,000,000-
$13,200,000. If you refer to the census figures--I have a copy of that
here if you would like to look at it.

The CHAIRMAN. What were the importations in 1937 of the same
character of glassware?

Mr. DILLINGHAM. In this ware, there came into this country-
The CHAIRMAN (interposing). The figures I have are $1,365,000,

according to the tables I have here that are furnished by the
Department.

Mr. DILLINGHAM. Sometimes the Department gets mixed up in the
classifications that we talk about.

The CHAIRMAN. But generally speaking, the Tariff Commission is
pretty accurate, are they not?

Mr. DILLINGIHAM. I have found them so. Let me get my figures,
and I want to show you how we arrive at that, as long as that has
been brought up.

The CHAIRMAN. The figures of all of the United States production
in 1935, hand-made, was $6,000,000.

Mr. DILLINGHAM. You are talking about hand-blown. For hand-
pressed, you have to add the two figures together. There was seven-
million-and-some-odd dollars of hand-blown in 1937, and there was
six-million-aml d-some-odd dollars-

The CHAIRMAN (iuterposing). $6 000,000 in 1937 and $7,300,000-
Mr. DILLINOHAM (interposing). hut we are talking about the hand-

made industry, and adding these two together, the hand-pressed and
the hand-blown, and if you will get your figures for 1937, it adds to
about $13,370,000. Here is the official copy o1 that [indicatingl.

The CHAIRMAN. That is much more tluin these figures I have.
Mr. DILLINGHAM. That only proves that I am telling you the truth.
The CHAIRMAN. I was trying to compare the imports in 1937.
-Mr. DILLINOHAM. You are talking of imports?
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The (ITAINIMANr. With the exports. TIe exports, as I get them, ore

$1,750,000 (mostly machine-minade) and the imports that year practi-
cally all hand-ma(le were $1,365,000. And that is the highest conl-
petitive figure we have.

Mr. )I),INlHAM. That is the highest figure in that group, but I
think thlt I can straighen that out for you. I will be glad to make
it straight for you.

Pha CHlAIRMAN,. I jUst want to get the picture, that is all. Then
1937, 1 find that while the importations were $1,365,000 in 1937,

the next year, 1938, they fell oil to $970,000, and in 1939 they were
$797,000.

Mr. I)IINGIIAM. Tltt is attributable to what, do you think,
Senator?

The CHAIRMAN. Probably attributable to Czechoslovakia and that
we had not entered into this agreement that you are fearful of with
Belgium covering your lines of articles.

Mr. DILLINoHAM. And to general business in 1938. The hand
glassware industry went ofl over 30 percent in 1938 in this country.

The CHAIRMAN. Aro there any of the companies that manufacture
this glass who are making money in the United States?

Mr. DILINOHAM. Very few. During that period of 1938, one
company went from an employment of about 400 to 100. One coin-
pany went completely out of business, and aliother company went
out for (I or 8 months. They simply could not meet tie competition.

The CHAnMAN. What year was that?
Mr'. ])ILLINGHAM. 1938.
The CHAINMAN. Why was that in 1938?
Mr. DILLINGIrAMt. That was when the Czechoslovakian duty was

in force.
The CHAIRMAN. There was an increase in importations at that time.

I notice from Czechoslovakia there was an increase to $521,000 in
1937 of $220,000 in 1935. There was some increase.

Mr. DILLINOHIAM. You see, that is where that glassware was made.
The CHAIRMAN. Then it went off in 1938 and 1939, where there was

only $44,000 in 1939.
Mr. DILLINGHAM. With your permission, I will got the table front

which I made up my figures to verify the statements in here which I
think will clear up the situation.

Senator VANDENBERG. Let me ask you about this Czechoslovakian
import which you say seriously hurt the American business. Were
the Czechoslovakian rates generalized to other countries?

Mr. DITLLINGH-AM. Yes, sir.
SenatA)r VANDENBERG. Were you hurt by importations from other

countries as the result also of the Czechoslovakian agreement? I (o
not understand why you are afraid of being hurt in a prospective
Belgium agreement. I would have thought that you already would
have been hurt by the generalization of the Czechoslovakian'rates toBe)gium.NeM1r. nIlLINOHAM. We were. Belgium got the most out of the

Czechoslovakian treaty. Tier imports increased at a faster rate than
Czechloslovakia's.

Senator VANDE NBERG. That is what I thought.
Senator CLARK. Do we not already have a reciprocal trade agree-

nent with Blelgium?
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Mr. DILLINGHlAM. It was not in the first agreement. [iis only
came about in the Czecloslovakian treaty.

Senator CLARK. I understand we already have a recil)roeal trade
agreement with Belgium.

Mr. l)ILINnIAm. No; it does not iicIlude glass.
Senator GUiiurY. Are you sure of thlt?
Mr. DILLINOHAM. I a11 very sure.
Senator GuFFEY. Plate glass?
Mr. DILLINOHAM. I am talking now of our industry. That is the

only industry which I know,
Senator L-oDGE., Did the importations of glass froml Czechoslovakia

adI Belgium cause you to reduce your prices?
Mr. DIhLINGHAM. Yes, sir; I am going into that a little later in this

argimnent. It did. Seriously.

Senator LODGE. Are you going into the question of the effect of
the price on your wage rates?

Mr. DILLINGHAM. Yes, sir.
Senator VANDENBERG. I may not be able to wait that long, 1 want

to know what the answer is. Did you hove to reduce your prices?
Mr. DILLINGHAM. Yes, sir.
Senator VANDENBmIo. Did you have to reduce your wages?
Mr. DILINGHAM. Yes, sir.
The CHAIRMAN. But still you made some money?
Mr. DILLINGHAM. No, sir; we did not in that period.
Senator VANDENBE~RG, I think that made a 100-percent record for

the trade agreements.
Tle CHAIRMAN. That was in 1937?
Mr. DILLINGHAM. 1938. And prior to that--well, it has been

tough right along.
Senator LODGE. In spite of the reduction in your prices and wages,

did your volume go down?
Mr. DILLINGHAM. It did. We aire up against cartels. There is in

New York City, representatives of the foreign glassware groups who
report the market, and through their cartels they get what they want
in this market.

Senator VANDENBERG. Now, let me be sure that I understand one
statement that you made, because I think it is very important. The
rate on this particular type of glass was reduced in tho Czecho
agreement?

Mr. DILLINGHAM. Yes, sir.
Senator VANDENBEiG. And your greatest impact, however, came

from the Belgians as the result of the generalization of the Czecho
reduction?

Mr. DILLINGRAM. Not in volume, but in ratio of increase.
Senator VANDENBEiRG. That is what I mean,
Mr. DILLINGI AM. In the rate of increase of their product; not in

volume. I want to make that very clear.
Senator CLARK. 1-low did tby compare in volume?
Mlr.I DILNGUAM. You are asking mc for a lot of figures.
Ihe CHIRMAN. In 1937, from Belgium on this class of ghssware,

there was $141,000 of imports came in, and in 1938, there was only
$124,000. Where was there any increase there from Belgium?

Mr. DILLINGHAM'. Well, gentlemen, when we begin to talk about
these figures, we get all balled up.
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Tile CHAIRMAN. We ale not balled u). We tire trying to get the
facts.

Mr. DILmNUAM. I will be glad to show you what the facts are if
you want to take the time. I am trying to save tile time, but let us
get at it.

Belgium in 1938, sent us in paragraph 5278 (3), which is the statis-
tical classification of this type of ware, $222,178 in 1938 in that par-
ticular classification phis tire classification 5278 (2), which is all table
and kitchen glasswares and utensils blown or partly blown in tire mold
or otherwise cut or engraved, valued at $1 or more.

Senator CLARK. That figure includes both of these paragraphs?
Mr. DILLINGHAM. Yes.
Senator Cr,ARK. Now, will you compare that with the figures for

the other ydhrs that Sdnmtor Harrison mentioned?
Mr. DILLINOHAM. I have not the figures for 1937 available now.
Senator CI,ARK. But you have stated here that the imports front

Belgium increased much more rapidly than those from Czechoslovakia
and we want to have the figures in the record'if they show that.

Mr. DILLINGHAM. I ani terribly sorry, but I cannot carry those
figures in my mind, but I will be glad to look them up and send them
to you in substantiation of my statement.

Senator CLARK. I understand that. But I am interested in the
statement you made.

Mr. DILLINGHAM. I can prove that by getting the figures.
Senator VANDENBERG. Will you just furnish them for the record?
Mr. lILLINOHAM. I will be very glad to.
To continue with ray statement: This loss of business forced

American manufacturers to ,curtail their production and reduce eiii-
ploy ment. The workmen who were laid off tried to find employment
and being unable, they started cooperative handmade glassware
manufacturing establishments. Six of these small units started dur-
ing this period. The only way these small cooperatives could sell
their products was ht the low prices set by foreign merchandise. In
order to meet these prices they paid themselves very low wages, and
in that way they endeavored to keep themselves off the relief roll.
These coo perative plants are now producing a large proportion of the
volume of inexpensive hand-blown glassware so d in this country.
Well established factories could not meet this competition. Many
of these factories, which had heretofore paid union wages, were
obliged to break their agreements with the union, with the fill ap-
proval of their employees, who realized that it was necessary for their
to get less wages if their employer was to sell his product and provide
work for them.

Gentlemen, that is not an overstatement. The men actually
went to the manufacturers and said, "We will have to take a cut if we
are going to get something to eat. You can not sell against this
comlpetition.' '

D)oiing the year 1938, the hardship that existed in the hald-made
industry was the worst the industry had ever known. Most inanu-
faeturers operated at a loss during this period, and their workmen have
had reluced yearly incomes, due to wage reductions and short
workweeks. These conditions ate directly attributable to trade
agreemients.
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The CHAIRMAN. What year was that?
Mr. DILLINGHAM. 1938. In April 1939, the Czech agreement was

declared nonoperative, and as a result, the industry during the last
3 months of 1939 has again become active. Employment, is increased
and most factories have worked a full 40-hour week and some were on
a two-shift basis. The activity of the last 3 months has proven con-
elusively that the major problem of the hand-made tableware industry
is low-priced foreign competition, and when that competition is
lessened in the market hand-made glass workers are employed and the
whole industry becomes more normal. Trade agreemeonts create
abnormal conditions in this industry.

Average wages of workers in foreign glassware-produchW countries
range from 8 cents an hour in Japan to 16 cents in Belgium and 25
cents in Sweden, as compared with 65 cents average per hour in tjihs
country. When you realize that over 60 percent of the cost of hand-
mna(Ie glassware is paid back to the workers, whether the ware is made
abroad or ih this country, the importance of this differential in wage
is evident.' This same ratio of labor to final cost of goods applies
whether the goods are made in this country or abroad, for the foreign
manufacturers have the same equipment for producing hand-made
tableware as our manufacturers have, and the foreign workman has
equal skill to the American workman. The need for continued pro-
tection at the present levels for American labor and industry is appar-
ent, but for the sake of encouraging the sale of foreign-made table
glassware in this country, the Trade Agreements Negotiating Com-
mittee reduced the tariff in the Czech agreement.

The CHAIRMAN. To what figure?
Mr. DILLINGHAM. It was reduced from 60 to 50 percent on the

hand-made ware, in the iWluminating ware approximately 40 pe'-
cent, if I recall correctly, and 50 percent on the machine-made ware,
and I have stated that the machine-made group have not been affected
by the trade treaty. I told you in the first part of my statement that
that was because of our superior method of production and our
technique, and so forth.

Senator QUFFEY. What percentage of our tableware is machine-
inad6, and what percentage is hand-made?

Mr. DILLINOHAM. If I recall correctly, that is 13 million to 27
miUllon.

Senator GuFFLr. What is that percentage in volume?
Mr. DILLINOHAM. ?7 million in machie and 13 million hand.
Senator GuvFry. That is about 2 to 1?
Mr. DILLINOHAM. Perfectly true.
Senator CLARK. Now let me ask you a question. In your brief

which you filed in the Iiouse,,or Mr. Rowe filed, you stated that on
blown tableware at less than $1 each, the importations in 1937 from
Belgium were $141,000, and in 1938 there were $124,000. Is that the
classification which you mention, and that was not even set up at that
time; it was not even set up until later in the United Kingdom trade
agreement, isn't that correct?

Mr. DILLINGHAM. Ys.
Senator CLARK, And that did not go into effect until the 1st of

January 1939 so far as 1938 was concrned the figures you are stating
that the Czechoslovakian treaty had caused an increase in the imports
from Belgium at a greater rate thin from Czechoslovakia is contra-
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dicted by the figures taken from your own brief. In fact there was an
actual decrease from Belgium.

Mr. DILLINGHAM. You are right, and I am wrong, sir. The
increase in the ratio as compared with Czechoslovakia is to what I
referred. I misunderstood-I won't say that I say I made a misstate.
ment in that respect.

Senator CLARK. Belgium actually fell off between 1037 and 1938.
Did Czechoslovakia fall off, too?

Mr. DiLLINGHAM. Belgium's rate of decrease was not as great as
Czechoslovakia.

Senator CLARK. So the imports between 1937 and 1938 both of
Czechoslovakia and Belgium actually fell off?

Mr. DILLINGHAM. That is true.
Senator CLARK. Bui Belgium did not fall off as much as Czecho-

slovakia?
Mr.'DILLINO11befihat is right.
Senator C Rk. But the imports from b did fall off?
Mr. D L GHAM. The imp ts of both did fai , but the domestic

industry this couxfry in fww ndad l1ssware, fell off
at a fa reader rate t eit of th Qor two. .

Sen r CLARK Wlia was t bas or that? Tit'would indicate
Ust failing of of co umpti lass in the nited States.

hat duo Iso melt r class utensils?
DILLINGHAM7N I 'Xouj calr in 1938,! lie country

we through rather. 11

nator LODGE. Is t O thai ,n if to rate of mport does
fal off the OtSo ' o t telifVtt ress ti prico?

Gr. 'DILLIn 'A WPa 0o t ring that point out The point
th ou hav4,broug t e, is exactly m standpoint.
Al e time 4is w goingo n9t y w. business tten here-
I w 'tsa rot it to l tyor mark'vas beii depressed-
and m Te tel epes the I 1 c.% b these goods
were ing sold. -

SNow ot me go oIni-
R~ so10 be note ,to ICzec I agreed t has over been

canc .was (Iard unoperative. This i4'eans that if trade
and it the country fzechoslovakia again

becomes estab , this agreement wi com, active simply by
presidential proclai - future by the ,past, tins
hand-made tableware dTisPi#Geam agair that it will be handicapped
by the lower tariffs created by the Czechoslovakian Trade Agreement.
There is also now pending before the Trade Agreements Negotiatinog
Committee, a trade agreement with Belgium in which hand-made
table glassware iq being considered.

Undoubtedly, the hand-made table glassware industry is typical-of
manyother industries in this country, in which a large percentage of
hand labor is used. None of these hand industries individually pro-
duce a very large volume of goods, but I venture to say that the pros-
perity of thiis country depends in no small degree on whether the
aggregate of these small industries are prosperous. It is our belief
that under a trade agreements program these small hand-made
industries are bound to suffer. Our reasoning is based on the fact
that most foreign countries employ more hand labor than we do,
because of the low wages paid, and that the products of these countries
are composed in no small degree of what we know as hand-made goods.
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When these foreign countries wish to bargain with us, they naturally
offer their band-made products because that's all they've get, in some
instances, to offer. The foreign country has low.priced labor to sell,
and it can best market it by selling it in countries where wages are
high. Under the trade agreements program America sacrifices its
hand labor to benefit industries producing machine-made products
with an exportable surplus. On the one hand, a Government depart-
ment is trying to get people back to work, while another department
sacrifices the hand workers in this country to make the workmen in
other countries more prosperous. Such economics just do not make
Sense. The theorist will explain it away by saying that the hand
workers in this country will find work in maehine-made-produet
factories, or that, because of the treihendois increase in machine-made
products in this country their own line of business will soon take up
the slack.

Senator LODGE. In what State is the glassware industry princi-
pally located?

Mr. DILLINGHAM. The glassware industry centers about in five
States, Pennsylvania, the western part of Pennsylvania, New York,
West Virginia, Ohio, Indiana, and a section of the Southwest where
where you have cheap gas. You will appreciate that the reason for
glass factories is cheap fuel.

Senator LODGE. Have you been affected at all by the wage orders
of the Wage and Hour Administration?

Mr. DILLINGHAM. Our industry has always been a good paying in-
dustry for workmen, and except for a very few isolated cases, I would
feel that the Wage and Hour Act had not affected our industry,
because of the high wages that have always been paid in it. Will you
check that, Mr. Dougherty?

Mr. DOUGHERTY. I would qualify that somewhat on miscellaneous
labor. Up to 1937 it was unorganized and this (organization and the
requirements of the Wage and Hour Act) materially increased wages
and reduced hours. I bring that out in my statement.

Senator LODGE. In other words, in certain places the wages have
been increased due to the influence of the Wage and Hour Law?

Mr. DOUGHERTY. Yes.
Senator LODGE. Then were they decreased be iuse of the effect of

the trade agreements? Were they decreased?
Mr. DILLINOHAM. Not below the wage-and-hour minimum. What

has happened is this--these fellows are out of work and they have to
do something. They loafed around for 6 months and they could not
find a job. And then seven or eight of them mortgaged their homes
and they got a little money at the bank, and with some friends started
a little cooperative shop in order to meet the competition of the low-
prices when these imports were coming in. And the only way they
could exist was to cut their own wages from $40 to $20.

Senator CLARK. I understood Mr. Dougherty to say that the only
way in which the wage-and-hour law had affected the industry was
that in the case of the miscellaneous labor they had organized and
were getting a higher wage. Was that youi statement, Mr. Dougherty?

Mr. I)ouGHnnY. Yes.
Senator CIARK. That was precisely the purpose of the Wage and

Hour Act. Just exactly that.
Senator LODGE. That is the purpose with which I am in sympathy,
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and I am in sympathy with the whole upward wage trend in American
history. I think it is a brilliant achievement.

Mr. DILLINOHAM. So are we.
Senator LODGE. But what I am trying to understand is the philoso-

phy whereby the Government tries'to raise wages with one law and
then puts them down with another. I would like to get that explained
to me.

Mr. DILLINGHAM, We concur with that point of view, and that is
exactly what has happened in this industry. The skilled labor par-
tieplarly in this industry have had to cut themselves approximately
20 percent in some cases in order to compete with the foreign prices.

Senator LODGE. Isn't it true that no government, no matter how
able and brilliant it is, can conduct both of those theories at once,
and that one of the theories has to stiffer.

Mr. DILLNGOHAM. It SO a appears to me.
Senator LODGE. And at the present time, the high wage theory is

the theory that suffers.
Mr. DILLINGHAM. Yes, sir.
The CHAIRMAN. You would think then in view of what the Senator

says, and you expressed your idea as agreeing to it, that on industry
that in the exports of all glass products in 1926 to 1930 averaged
$9,700,000, and then in 1934 got down to $5,894,000, and in 1935
was $7,411,000, in 1937 was $9,783,000 of exports, and then the next
year was $8,332,000, and last year, 1939, jumped to $10,422,000, the
highest in history, was doing pretty well as a whole, wouldn't you
think?

Mr. DILLINGHAM. On a bare statement, improvement certainly has
been made,

The CHAIRMAN. That is a pretty good increase, isn't it, of exports
of an industry?

Mr. DILLINGHAM. I recall a session that I had with the Committee
for Reciprocity Information in which they brought out a chart which
said that after all the world business conditions have an awful lot to
do with exports and imports, and I agree with that.

The CHAIRMAN. But that is a period that runs from 1926 to 1939,
inclusive.

Mr. DILLINGHAM. And the conditions of the world ran concurrently
with it.

The CHAIRMAN. And the most prosperous time that was had was
between 1926 and 1930. That is when it is pointed to as pretty good
business, and at that time wc were exporting an average of $9,700,000
a year during that period, and in 1939 we were exporting nearly twice
as much, $10,422,000. That is a pretty good condition in our export
market isn't it?

Mr. flILLINOHAM. It certainly is commendable, but, Mr. Chairman,
I make the point that hand-made tableware is only, of this very large
figure that you quote, less than 1 percent.

The CHAIRMAN. I understand that.
Mr. DILLINGHAM. And we feel it, and I am showing you that the

hand-made workers and the hand-nmnde manufacturers in this group
are not helped and have gone through a very hard period as a result of
the trade treaties. That is the point.

The CHAIRMAN. The Czechoslovakian treaty they complained
about is out of the window, and then you cite this Belgium business,

215171- 40-34
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that because they may make some negotiations on it, and because the
notice is now given and it' was suggested as one of the things they can
take consideration of, you are frightened? That is the situation, is
it not?

Mr. DILLINGHAM. Our fear is the same as those who have the fear
that they wont have the chance to extend the trade treaties. I think
we are equal in that respect. We both have our fears.

The CHAIRMAN. You may proceed. I may say that we have two
more witnesses in connection with this subject.

Mr. DILLINGHAM. I will hurry up, and I appreciate your position in
that respect.

On the one hand, a Government department is trying to get people
back to work, while another department sacrifices the hand-workers in
this country to make the workmen in other countries more prosperous.
Such economics just do not make sense. The theorists will explain it
away by saying that the hand-workers in this country will find work in
machine-made product factories, or that, because of the tremendous
increase in machine-made products in this country, their own lineo of
business will soon take up the slack. Experience in the glass industry
has proven otherwise. When our business was in tough shape in
1938, the workmen could not get jobs in other plants, except as labor-
ers, and rather than do this, they started working at their trade at very
low wages. Their standard of living was reduced. During this period,
the Czech agreement was in operation, and it was found that t he low
prices at which foreign glassware could be obtained in our markets
proved to be attractive purchases because of the low price at which
the foreign glassware could be purchased. And they don't get back
to work in their own line. The price is depressed.

Senator CLARx. To what extent does competition with other forms
of glassware enter into the situation? Isn't there competition between
hand-made glass and machine-made glass?

Mr. DILLINGHAM. Very slight. I will take the time of the commit-
tee if you wish to go into that, but if you look into the testimony be-
fore the Ways and Means Committee, it is covered there.

Senator CLARK. You need not repeat it then.
Mr. DILLINGHAM. The policy of bargaining in trade agreements

based upon the dollar volume, without regard for the amount of wages
involved in the products in which they bargain, we believe is false
economy. Such a policy can only lead to a decline in employment of
American hand workers at a faster rate than those unemployed work-
ers can be absorbed by the factories producing machine-made products.

Since the trade-agreements policy was adopted there has been an in-
creasing minority in opposition to them. Now, it must be admitted
that there is at least a large minority of people in this country that are
not in favor of trade agreements. The large minority vote that was
recorded on tds bill in the House substantiates this fact. This large
minority is as sincere in its belief that the trade-agreements program
is not a good policy for this country as the majority who favor it is
convinced that it is a good solution to the tariff question.

Senator CLARK. It was almost a strict party vote, was it not, in the
House?

Mr. DILLINGHAM. It should not be.
Senator CLARK. It was.
Mr. DILLINGHAM. It is too bad we have gotten into that position.
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-Senator CLARK. If you want to draw a conclusion by the result,
you had better state that correctly before you draw the conclusion
from it.

Mr. DILLINGHAM. It should not be that way.
Since there is a marked difference of opinion regarding a policy

which so vitally affects so many people, we suggest that the author-
ization for extension of trade agreements be held in abeyance, and
that the Congress create a commission of thoroughly qualified experts
from both the opponents and proponents and from within and without
the Government. Let this commission study the whole question,
and make recommendation to the Congress for a permanent tariff
policy.

Senator CLARK. Then you would have to have a new commission
to study the findings of that commission and a still further commission
to study the findings of that one. We have a corps of experts set up
by all the departments of the Government concerned, with the assist-
ance of the old Tariff Commission, which this system was supposed to
supplant and now if we get a new commission to investigate the find-
ings of that Tariff Commission and the recipiocal trade treaties, it
will be necessary then to get another commission to investigate them,
won't it?

Mr. DILLINGHAM. That would be in the wisdom of you gebltlemen.
That is your job.

Senator CLARK. I understand that you are down here advising us
what to do.

Mr. DILLINGHAM. Making suggestions.
Senator CLARK. And if you did not like the findings of that Com-

mission, you would be down here advising the setting up of a new
commission to check them, wouldn't you? If you did not happen to
like the recommendations of that particular commission?

Mr. DILLINGHAM. Senator, the trouble with your present system is
that the board before whom you go is appointed by a group who
believe in low tariffs, because you have given that power to your
Executive.

Senator CLARK. You would like them appointed by a group who
believe in prohibitive tariffs, wouldn't you?

Mr. DILLINGUAM No, sir' I don't ask that. I ask that a fair board
be appointed and not one which is partisan in that respect.

VSenator CLARK. If you think that you are going to eliminate your
complaints about the personnel of a particular committee by changing
the law, it has been my observation and experience that you are
very much mistaken.

Mr. DILLINGHAM. Mr. Senator, this case is one in which Congress
has given the right to the Executive to set up a board before which
these various hearings are heard, We know that it is a low-tariff
administration.

Senator CLARK. Tlat is my only fear about the reciprocal trade
system, that we might accidentally get a high protectionist, prohibitory
tariff administration in some time and that will start perverting the
purposes of.,the reciprocal trade, agreements to give you these pro-
hibitive tariffs which apparently you 'are adt-ocating.

Mr. DILLINGHAM. I am sorry if I have left that impression with you.
I anm not for a p)rohibitory tariff. Competition is good for this country,
and if it does not go wild, foreign competition has been a help to the
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hand-blown industry, but certainly not to the extent that we got it.
an( not at the low prices at which they can sell their goods here.
There should be some protection to equalize the low costs of labor
and production in the foreign countries as compared with our Ameri-
can standard. That is my point.

The CHAIRMAN. Do you know what the average rates in 1930 in
the Smoot-Hawley Tariff Act on glassware were?

Mr. DILLINGHAM. On all glassware?
The CHAIRMAN. Yes.
Mr. DILLINGHAM. I do not. It is as relevant as to show the imports

on pianos and lumber, because when you are talking about glassware,
you are talking abour various kinds, and one is made in a sawmill and
the other is made in a wood-working plant.

The CHAIRMAN. It was 60 percent. Now, let me ask you this
question--conceding the concessions that were made in the Czecho-
siovakian agreement, what is the average on glassware?

Mr. DILLINOHAM. I really have not been bothered to figure it out
because I think it is irrelevant.

The CHAIRMAN. It was 50 percent. So it has not destroyed the
situation.

Mr. IfILLINGHAM. But it is on certain kinds of glassware that the
cut has been made.

The CHAIRMAN. And it is an industry that shows here that your
production on the machine-made and the hand-made have both
increased.

Mr. DILLINGHAM. Over what period?
The CHAIRMAN. In 1935, the United States production on machine-

made was $23,400,000. In 1937, it was $27,700,000. Now, on the
hand-made, it was $11,400,000 in 1935 and $13,400,000 in 1937.

Mr. DILINGHAM. And the Czecho treaty was not in force until
April 16, 1938, so that in regard to the subject which we have in hand
of trade agreements, that dos not prove anything.

The CHAIRMAN. Even with the concessions in the Czechoslovakian
treaty, I am informed here by the Tariff Commission after a study,
that these articles were left with a 50 percent rate of duty average.

Mr. DILLINGHAM. That is perfectly true. And with the ratio in
wages of 16 to 65, I think it is justified.

Senator CLARK. Apropos of the suggestion for a new commission,
I would like to read the observations on that subject of a very able
business man, Mr. Gifford, representing the Detroit Chamber of
Commerce before the House Committee on the same subject, in which
lie said, at page 1548 of the Ways and Means Committee hearings:

I have listened here for several days to the discussions, and frankly most of it
seems to me to be entirely theoretical. It is being approached from an academic
angle as to the theory of the export business. Actually, I think, if these sale
men had to get out and try to sell merchandise in a foreign market, they would
take a different slant. I heard the argument made yesterday, I think by an
eminnt writer, that there seemed to be any number of ways in which this could
be handled. At one time apparently In his book le felt that it ought to be put
ii the hands of a committee of responsible citizens. I would like to know what a
group of responsible citizens would be, unless lie picked them himself. If I pick
them, I would believe that they would be responsible. At the present time, lie
says that the present bmnch are not responsible. Maybe they are not, but my
experience with theiihias sold me, and has sold a good many manufacturers on
the fact that they are serious and conscientious in handling it.



RECIPROCAL TRADE AGREEMENTS ACT 527
I put that in simply as a difference iii the viewpoint of business mon.
Mr. DILLINGHAM. Just an honest difl'erenco of opinion.
lto CHAIRMAN. Let me ask you this. The Business Advisory

Council have some very distinguished businessmen in diflorent lines
of industry composing its membership.

Mr. DILLINGHAM. Who was that commission a])pointed by?
The CHAIRMAN. I think they were appointed by the Secretary of

Commerce.
Mr. DILLINHAM. Is he an administration man or not?
The CHAIRMAN. Well, yes. HIe said that lie was in favor of busi-

nosslike and scientific methods in tariff making and il) safeguarding
our national welfare and the American standard of living. And that
is the opinion of a man who is at the head of the greatest glas-s-making
business in the country, the most successful in the industry, and he
subscribed to those sentiments. Do you know who he is?

Mr. Dii NGHAMIN. Mr. Biggors.
The CHAInIAN. Yes; of the Libby-Owens Co. They have a tre-

mendous business in glass and make'good profits.
Mr. DILLINGHAM. Well, I don't know.
The CHAIRMAN. You do not say that Mr. Biggors is absolutely

wrong and you are absolutely right, but it is just an honest difference
of opinion.

Mr. DILLINGIIAM. That is why I believe, where you have such a
marked difference of opinion in a question of policy, thaut time should
bo'given before the policy is established and for the facts to be pro-
duced.

The CHAIRMAN. is there anything else?
Mr. I)iLINOHAMt. These qualified men can certai tly f1id some

common ground for a meeting of minds. This commission should be
able to develop it tariff policy that. is flexible enough to mieet the ever-
changing world conditions, and yet protective enough to American
interests fiat it would equitably equadize' the lower labor amd produc-
tion costs in foreign countries with American cost of production of
(,ompara ble goods.

For the propotients of this bill to stubbornly insist that on matters
of policy they are right, in the face of the ever-growing minority, which
has now become a. large minority, Only further adds to the confusion
which exists in business at the present tii(e. The creation of a com-
mission to study this much-discusse'd tariff problem, would be an
administration gesture to business thlit it was always seeking to base
its policis upo factual information without partisan interpretation.

The American Glassware Association, then, oppose the extension
of the authorization of trade agreenients after June 12, 1940, because-

1. Trade agreements have not been beneficial to the industry as a
whole and have created conditions which have been harmful to the
hand-m (de branclh of the industry.

2. Tim trade agreements act as it is now constituted, provides no
way of appeal, front its decree as declared in a trade treaty, to a
nonpartisan group where an industry which believes it has been
harmed can state its case.

3. The constitutionality of the law is doubted, because the treaty-
making l)owers have been transferred to the Executive department for
action without Senate ratification.
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4. The whole trade-agreement program has developed into a clever
maneuver to lower tariffs, contrary to the spirit of the Constitution,
which provides that the matter of revenue shall originate in the House
of Representatives.

5. The trade-agreements program has had plenty of time to prove
itself and has failed to bring the prosperity to this country which was
promised by its proponents, nor has it shown the way to world peace.

6. The program has placed the hand industries of this country at
the mercy of the low wage labor of Europe and Japan and lies increased
employment and reduction of yearly wages in these industries at a
faster rate than the machine-made product factories of this country
can absorb the oppressed workers.

The American Glassware Association sincerely hopes that the Senate
will go on record as not authorizing the extension of trade agreements,
as they are now made.

I am sorry to have taken so much of your time.
(The following tables were submitted by Mr. Dillingham:)



A comparison of glassware imports for total year 1938 versus 1937 and principle countries import volume

Percent Czech 1930change. trade- TariffParagraph, Tariff Description Country Year 1958 Year 1937 1938 versus treaty Act
At, ion No. 1937 duty duty

218 (c) ..............

218 (d) ...............

218 (f) ............

28 (g) ..............

23 (d) ...............

Total ......................
Czechoslovakia .-----------
Total ......................
Czechoslovakia .............
Germany ..................
Total ......................
Czechoslovakia ..............
Total ......................
Czechoslovakia ..............

Total ......................

$234, 007
209,280
20,752
11,5Ss
7,162

131,389
125,467
222, 767
195,497

608,915

52"tJ. 0
5273.1

5273.2

5273.5
:527 35

(5273.3)

Total

5250.4

527& 2

5276. 5

5276.9

5276.71

(35276.72)

Prisms and glass chandeliers and articles In chief value
of glass.

Lamp chimneys ......................................

Globes and shades ...................................

All other, n. s. p. f ...................................
(Since Apr. 1 138, wall brackets, candelabras, and

candlesticks having electrical connections in special
classification.)

Illuminating articles of every description, finished or
unfinished, wholly or in chief value of glass.

Plated and cased glassware ...........................

Christmas tree ornaments ............................

Table and kitchen articles and utensils, band blown
and pressed, polished, cut, colored, or engraved.

Engraved, ornamental glassware valued at $8 each or
more.

All other ware not otherwise specified entering under
par. 218 (f).

Table and kitchen articles and utensis pressed and
unpolished.

All other ware, pressed, not colored, cut, or engraved._

5276.7 became 5276.71 and 5276.72 after Apr. 16, 1938
(pressed building blocks or bricks, crystal color).

(Other includes glass and manufacturers, n. e. s. except
broken glass or glass waste.)

Total, pars. 218 (C) (d) (f) (g) and 230 (d) ..............

I Prior to Swedish treaty in 1935.

2 Czech bound.

The Czechoslovakia trade treaty duties began Apr. 16. 1938. and continued for the remainder of the year.

$7,410
38,441
30,038
14,209
13, 701
151. 413
120,162
431.144
386.237

663.005

1,065

1, 277,132
1,015,036
1, 34.990

520.849
236. 046

4.647
1.805

1. &5, 236
687,827,
2.3635

4,202.005
8.001
2.907

67.604
18.576
20.284

4.941,680

+3&4.2 30
+444.4 --
-30-9 . .
- 18.5 . .... -...
-47.7 duty
-13-2 45
+4.4 --

-483 40
-49.4 (30)

--8.2 .........

+3.649 0 45

-20.9 0

-294 50--G _ ' 5 ... ...

- 28 2 --------
+2326 25
+ 593.7 ----------
-32.3 ----------14.3I .....

-54.9 40

75.8 2 - - -

60

55

70

60
(60)

60

60

60

60

50

50

(2)

----

Total ...................... 2 9,931
Czechoslovakia ............. i 28, 1C4
Italy ....................... 4,472
Total ...................... 1,010715
Germany .................. 827,299
Total ...................... 966.033
Czechoslovakia ............. 355 417
Japan ................... 134.974
Total ...................... 4.205
Sweden .................... 2,a969
Total ...................... 1,0 36, 254
Czechoslovakia ............. , - ' 5" 855
Japan ...................-. 118.949
Total -------------...... 63 017,207
T otal ----------------------- 26.610
Czechoslovakia ............. 2n, 165
Total ...................... 45,75
Czechoslovakia ............ 15,960
Germany ------------------- 9,148

-............................... 3,78,421



A comparison of glassware imports for the year 1939 versus 1938, par. 218 (a) (d) (f) (g) and 230 (d)

Paragraph Classifi-
T. A. 1930 cation

218 (c) - ----

Total all items
finished, wrhl

216 (d) ......

218 () -.--- 1939
1938

Description

5273.0 Prisms and glass chandeliers and articles in chief value of glass ----------

5273. 1 L am p chim n eys ... .... .............................................

527,.2 GloDes and shades ----

5273.5 All other n. s. p. f .....................................

5273.3 (Since Apr. 16, 1938, wall brackets, candelabras, and candlesticks, hav-
ing electrical connections.)

under paragraph 218 (c), illuminating articles of every description, finished or nn-
fly or in chief value of glass.

5250.4 Plated and cased glass ..............................................

5278.0 Christm as tree ornam ents .......... ..................................
5276.0

Classification numbers 5278.2 and 5278.3 for 1939 are comparable to 5276.2 for 1938 ----------------

5278.21

5278.3

Table and kitchen articles and utensils blown or partly blown in the
mold or otherwise, cut or engraved, valued at $1 or more each.

Table and kitchen articles and utensils blown, partly blown
(except cut or engraved, valued at $1 or more each), pressed, pol-
ished, otherwise produced or colored, etched, cut, engraved, etc.

Country

Total ..................
Czechoslovakia .........
Germany
T o ta l .. ..................
Czechoslovakia ...........
Germany ..............
T otal ........ ............
Czechoslovakia ..........
Germany -....... ...
T

o
t
al - 5M. 5

Czechoslovaki 1273.5
at -52733

tGermany ........ f5273. 5
03273.3

Total ...................

Total ....................
Czechoslovakia ...........
Belgium - --------
T o tal ..... ---------------
Czechoslovakia .........
Germany ..............
Japan ............ -------
P olan d --------------------
T otal.. . . . . . . . . . .

Czechoslovakia -...... -
Germany- -.................
France ...................
Sweden ..................
United Kingdom --------
Belgium .----------------

Total .................
Czechoslovakia ...........
Germany ...............
Belgium ................
Sweden --...........
Japan ..............
United Kingdom -------
France ....-.............

1939

$198,887
39,262

147,755
8,6 78

28
7,180

60.013
41,860
15,273

7,1704--,,
10, 7741 1..

230f 11,004
60647 1072,460}--, o

374,368

12,263
6,070
4,080

783,745
6,743

632,933
48, 237
95,707

1938

$234, 007
209,280

9,843
20, 752
11,585

7,162
131,389
125,467

4,703$190,0O49) 22276
32-7181

"2 '' 
6

1661 195,497

029. 061 109

608,915

39,931N, 164-

1,010,715
73,944

827,299
37,862
71,516

....................

96,033
355,417

48,506123,712

105.181
134,97432, 257)
28,M31

Percent of
change, 1939
versus I638

-15.0
-81.2

+1,401.1
-352
-99.8
+.3

-54-3
-66.6

+224.8

-52.1

-94.4

+470.1

-38.5

-69.3
-78.4

-22.5
-90.9
-23 5
+27. 4
+33.8

-13.1
-87.3
+91.6
+83.6
+43.1
-34.8
+42.8
+87.7

4, 681
1,09S
1,390
3,091
9,358

13.491
5,016

97, i6o
44. 084
91.563

222.178
141,164
88,284
22,562
40. 090

839,24145, IM'

92. 953
22.,188
150,522

88,294
46.053
53,151



A comparison of glassware imports for the year 1939 versus 1938, par. 218 (c) (d) (f) (g) and 230 (d)-Continued
Paragraph - Classifi- I Percent ofS ation Description Country 1938 1939 change. 1939T. A.lg_0 No. I vrs u 1Q22

5278.5 Engraved Ornamental Glassware Valued at $8 each or more .........5276. 5 ,-

os. 5278.6 and 5278.7 for 1939 are comparable to 5278.9 for 1938.
5278. 8 1 Glassware, other than bulbs, and table and kitchen utensils, blown or

partly blown, in the mold or otherwise if cut or engraved, valued at
$1 or more each. n. e. s.

Glassware, other than bulbs, and table and kitchen articles and uten-
sils, blown or partly blown, (except cut or engraved, valued at $1
or more each) pressed or otherwise produced, or colored, etched, cut,
engraved, etc.

hr~ r p 218 (f) .. .. .. .. .. .. .. . : . . . . . . . . . . - - - -

I table and kitchen articles and utensils, pressed and unpolished. --------

Classification numbers 5278.8 and 5278.9 for 1939 are comparable to
5276.7 for 1938.

Al! other glass, glassware and manufacturers, press I, not colored, etc.,
n. e. s., pressed building blocks o: bricks, crystal color.

All other glass, glassware and manufactures pressed, not colored,etc.,
n. e. s., other (include glass and manufactures, n. e. s., except broken
glass or glass waste fit only for remanufacture.)

),(d ), (f), (g), and 230 (d) )..................................... .......

5278. 7

Total all items under pi
218 (g) - 1939 5278.1

230 (d ) ....... ----------

5278_8

5278_ 9

Total paragraphs 218 (e

1939
1938

Classification 'I

T otal --------- . ... ..

Czechoslovakia
Germany....
Belgium ------
France ....................
Japan ---------------
United Kingdom ........
Year .................... I

After Apr- 2. 1939, 1930 Tariff Act duties applied to all Imports from all countries subject only to the United Kingdom and Swedith trade treaties, countervailing duties of 25percent additional faor all German ware. Czechoslovakia ware Js classified as German unless shipped before Mar. 17,1939.
There are 2 trade agreements now in force:
(a) With Sweden: All engraved ornamental glassware valued at $8 each or more 1930 rate, 60 percent: treaty rate 30 percent.(h) With United Kingdom: All table and kitchen glass articles and utensils blown or partly blown n the mold, which are cut or engraved and valued at $i or more each 1930 tariff

rate, 60 percent; treaty rate, 45 percent.

I I138 421

Total
Sweden.
United Kingdom
France ................. ..
Italy .....................
Netherlands .............

Total
Czechoslovakia ............
Germany .................
United Kingdom ----------
F rance --------------------
B elgium -----------------
Sweden ..................

Total ...................
Czechoslovakia ------------
Germany ...............
Japan -------------------
France ...................
Italy .......--............
United Kingdom..........
B elgium ------------------
Sw eden -------------------
Total ....................
Total ....................
Czechoslovakia ...........
Germany ..............
Japan ..................
United Kingdom-. ..

$4,205
2,969

645

29

81.036,254

1,7

154.515

28,960

-- 16: -1
17-,11

$1,9,59

59,18

51,176
8,90
2r,130

6,616 +57.3
3,483 +17.3

-100. 0
---------- 48.3 .

.586 +1,920.7
515 .

$20, 642
2, W4

2,761
2,761
2,635
2,321
2, 076

661, 4Z5 682, 077 -34.2
54,650 57,154 -89.2

182, 037 184,798 +30.5
145,270 145,270 +22.1
69,324 71,959 +40.6

76,890 +19.2
30,591 33,352 +16.2
33,087 35.408 +118.7
17,459 19,535 +9.7

2,311,679 -23.4
9,061 -65.9
2,603 --. 1

564 -64-1
1,994 +16.2

313 -84.0

29.241 -36.1
2,580 -83.8
6,828 -25.4
4,469 -29

41 -96
4,756 -46.6
3,270 +53.5

2 736. 612 -26. 8I
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Statistical summory of the glassware industry versus imports based upon United States
censjus of manufacturers and the U. S. Department of Commerce imports

United States business

1. Flat glass (window and plate glass) ..........
2. Oloss containers, bot ties, etc.- . .........
3. Hland-made tabloware.--------------
4. Electrl light bulbs and oil lamps ............
B. Lighting glassware --------- .........
6. Machine-udo tableware .................
7. 8cientiflc lens, technical, indnstrlal, and all

othIer g asswaro and Christas-tree orna-
ments .....................................

8. 1937 total United States class, all products.
9. 1037 total hand-mad tableware .--- -
10. 1937 total employed in 1937 In industry, all

products-----------------------
I1. Estimate 1937 total ipl y t In 1037 hianl

made tableware Industry...............
12. 1937 total oIl Imports of rlass, oil products..
13. 1037 total, al imports of hand-made table-

ware .................................
14. 1938 total, all impsrts, all products --------
15. 1938 total all imlorts of hans-made table-

w are ............. ............ ..........-

10. 1939 total all imports of glas--all products.-
17. 1939 total imports of halnid-nade tableware..

1037

$100,938, 681
160, 646 202

13,377, 195
11,287,019
11,002, 838
27,701,842

20,42Z 680
354,379, 490

13, 377, 195

71, 051

$2, 950, 469
718, 536

2,924,873
14, 385

603,015
75, 605

2,726,000
10,171,883

(i)

..............

12,000 (2)
10,171,883 ..............

2,924,873 (1)

0, 628, 052 ..........

2,000,692 ............
7771, 527, 931 ...........

imnports

1038 10L -

$1,130,351 $979,354
566, 393 323,309

2,0A, 592 1,627,034
18,142 20,201

808,925 374,340
72,368 10,802

2,125,281 1,892,277
0,528,052 5, 155, 777

(I)
......... , .....

.. .. . . . ... . . . .
.. ...... ... - ---- - - .

I 3.1 percent of entire industry, dollar volume.
1 15.1 percent. of entire lnsutry ensploynent.
$ 28.8 percent of entire indtetry.
4 30.7 percent. of entire Industry.
1 29.8 percent of entire industry.

Senator CLARK. Mr. Chairman, before the next witness takes the
stand, I should like to clear up a matter which came up in the testi-
mony here yesterday. During the hearings of yesterday while Dr.
Coutter was testifying, Senator Vandenberg inqulired of Dr. Coulter
concerning a seerming diametrical conflict between figures with refer-
ence to United States exports of wheat and wheat flour to trade
agreement countries and non-trade agreement countries which he-
Senator Vandenborg-lshd found in the hearings before the Com-
mittee on Ways and Means of the House of Representatives and
those supplied by Secretary Wallace.

A careful che'k reveals that figures referred to by Senator Vanden-
berg are quantity figures for two carefully chosen years, 1935 com-
pared to 1938; whereas the figures supplied by Secretary Wallace
are value figures comparing a pre-agreesnent period, 1934 and 1.935
and a post-agreement period, 1936 to 1938. If the percentage in-
crease of United gates exports of wheat and wheat flour to trade
agreement countr-'- ,rod non-trade agreement countries is calculated
on a quantity exp. ( basis the figures would be:

Exports of wheac and wheat flour increased to trade agreement
countries by 255 percent.

Exports of wheat and wheat P )ur increased to non-trade agreement
countries by 38 percent. Thobe figures are furnished by the De-
partment of Agriculture at my request.

The CHAIRMAN. Mr. Dougherty.
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STATEMENT OF GEORGE DOUGHERTY, REPRESENTING NATIONAL
ASSOCIATION OF MANUFACTURERS OF PRESSED AND BLOWN
GLASSWARE, PITTSBURGH, PA.

Mr. DOUGHERTY. I hope I will be able to contribute some brevity
to this hearing insofar as my own statement is concerned,

My atone is George Doughterty. 1 reposenoi the Natiouti Associa-
lion of Manufacturers of Pressed and Blown Glassware with head-
quarters in Pittsburgh, Pa. Our manufacturers give employment to
the great majority of the members of the American Flint Glass Work-
ers' Union of Nor-th America, an organization with a membership of
22,000 or more. Our agreenients with the skilled workmen have been
iaintaiiod sitice 1887 and with the semi-skilled employees since 1936

w(1 1937.
I might explain that some of our members are members of Mr.

Dilli ugham's American Glassware Association, but our association
compris;es the employers of the union glass workers. That is the differ-
ence. So they appear here chiefly on subjects affecting the hhor angle
of this question.

We wish to record our request that no extension be made of the
Trade Agreemott Act and that the plan under which it is now adiunis-
tered 1)e discontinued.

Thie experience of our industry with the trade-agreement program
up to now is that tnder it only reductions have taken place in the rates
of duty on imported glassware. We are therefore here to express the
opposition of our employers and their employees to the extension of the
Trade Agreements Act for another period.

We are not opposed to the reciprocal theory in our commercial rela-
tionshi P)S with other countries, but we hold that all agreements we
make should be ol a sounder basis and provide fairer tretintient to our
American industries and workers thau those now in effect. We
)elieve tluit a nonpartisan board or committee should conlfine its efforts

to deovlopinig lll the scientific, 0ii enic facts, with liberal considera-
tion for the welfare of American workers involved; and the recom-
mendations of such a board should be the basis of the agreements;
which, in turn, should 1)e bilateral and subject to Senate approval.

Since the record of the trade agreement policy to (in te reveals it as
a. general plan for reducing rates of duty with few, if any, increases
being made, the employers and employees in the glassware industry
are justified in the fear they have for the survival of certain branches
glassware manufacture. We refer, chiefly, to those plants making
glassware by hand.

In these factories the cost of labor alone has risen to the point
where it is now 65 to 70 percent of the total cost. This unusually
high cost factor has been built up by the cooperation of our industry
in following the theories and laws on wages and hour, as promoted

533
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by the present administration since 1933. The changes in hours and
wages since that year have been as follows:

I ours re- Wages In.
duoed creased

PerceWt Percent
Reduction in hours of skilled workers ...-....................................... 14.44.
Increase In wages of skilled workers ............. ...................... " .----------- -------- .- i 7
Reduction i hours of semiskilled workers, furnace department- ...-.---- .. - 10, ..... .
tncc#eqIn waW of semis).I.tee workers, tunsaceojAr.f Ut --------------------------- 8 . 00 i66
Reduction In bours of serioskillod workers, other dem ftrtnlents ................. 1. . .-....
Increase in woges'of serniskllled workers, other dopartioenl. ........................ . ...... 5527

In enumerating the foregoiing increases in wages we do not mention
the increased cost involve( in paying 50 percent premium on regular
rates for time worked in excess of 42 hours in a week, aind in sonic
cases the hours worked over 40 in a week.

In connection with this matter of 50 percent for overtime, we would
point out the loss sustained by the employer who, for overtime, pays
50 cents premium on labor costs which already constitute 70 percent
of his total cost. When paying the increase for overtime, he has
raised the percentage to 10.5 percent or normal cost.

Our-iii(iistry does not come here to complain about its wages and
hours, but we are here to oppose the continuation of a foreign trade
policy which ignores Iie importance of those wages and hours in
relation to domestic cost and the importation of foreign glassware
made under inferior wage and living standards. A policy which on
one hand, and then on the other, deliberately aids and assist foreign
producers to supply a large part of our American market (by failure
to provide adequate protection for those improved wage and hour
standards) is already causing distress by unemployment, disruption
of the hand-blown branch of the industry and destruction of the very
standards it seeks to improve.

Employees who have expected to realize better living conditions
through higher standards of employment have been unable to continue
in regular and steady work. Factories failing to compete with the
prices quoted in the American market by foreign producers have
closed; others have reduced wages; sonic workers have left their union
and others have raised funds by using their savings, mortgaging their
homes and pledging the credit they could command to join in cooper-
ative enterprises which contribute further to the general detioraliza-
tion of industrial and commercial conditions.

In conection with these cooperative efforts in glassware manu-
facturiig on the part of the workmen, we call your attention to the
illustrated article appearing on page 51 of the February 1940 issue of
the trade journal, the Glass Industry, which gives its report of the
conditions responsible for the cooperative factories and the struggle
they have made to eke out al existence in competition vith foreign-
made glassware.

To illustrate the extent of the sacrifices made by these cooperatives
under the pressure of foreign conpetitiop, we submit exhibit labeled

Samplo No. 1, which is a staple shape of hnc-blown glas goblet usedi
in hotels, clubs, restaurants, aud so forth. The cist of union labor in
this goblet is 87 cents per dozeni pieces, nothing being included for the
Many other items which go to snake ill) the total factory cost of $1.25.
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This goblet, and similar ones, are reported as being sold in the

market by the cooperatives for 75 cents per dozen pieces complete,
including the shipping container, the value of which is 10 cents per
(lozen pieces (including packing material and the cost of packing
labor).

Hand-made glassware has been imported for many years preceding
the advent of the Trade Agreements Act, and AmericanII producers
have always had difficulty in competing with it. Today, these diffi-
culties have been increased by higher wages, and the reduction of
working hours we have mentioned il this statement, and the failure
of the negotiators of the trade agreements to recognize-

(a) That the accurate comparison of imports with domestic pro-
duction should be dozens or pieces brought in, which would show, the
number of American productive man-hours displaced. Foreign
factory values in terms of dollars do not make for accurate compari-
son when foreign wages are but a fraction of the rates of those paid
in America.

(b) That in the effort to maintain American wage and living
standards, our employers and employees are entitled to a greater
measure of protection than now applie, to imported hand-made
glassware under the prevailing schedule.

We are interested in changing the present plan of formulating
trade agreements to one that will be more responsive to the important
interests of American production and employment, and to this end
we are petitioning the Senate of the United States to vote unfavor-
ably on the bill proposed to extend the Trade Agreements Act for
another period.

The CHAIRMAN. Thank you very much, Mr. Dougherty.
In connection with the testimony of those representing the glass

industry, I desire to insert in the record a telegrati addressed to 'the
clerk of the committee by Mr. Harry H. Cook, international first
vice president, American Flint Glass Workers' Union of North
America, Toledo, Ohio,

TOEDO, Omio, March 1, 1940.Mr. F. M. Joh[NSoN,
Clerk, Committee on Finance, Senate 01/ice Building, lVashington, D. C.

It being utterly impossible for us to appear before the honorable Committee
now coIiductii'g hearings on the extension of the Reciprocal Trade Agreement
Act to orally present for the American Flint Glass Workers' Unlot, of North
America, speaking for the more than 35,000 workers in the flint-glass industry,
the serious effects of glassware namfuOtred in foreign countries undar cheap
labor conditions, leing imported to our shores before and since the negotiation
of trade treaties, we feel compelled to vigorously protest against the cootinuation
of the Reciprocal Trade Agreement Act beyond its expiration date, June 12, 1940.

The serious effects of importation have been repeatedly stated in brief filed
and otherwise in the past by the American Flint Glass Workers' Union, hopeful,
always of securing adequate protection for our industry and the employment
opportunities of the workers.

We are now confronted seriously with a 10 to 25 percent wage reduction,
demanded by one of our largo factories because of conditions created largely by
importation of glassware in competitive liues under reciprocal trade agreeients.
To submit to this reduction uneaits the complete disrul)tion of this particular
branch of the glass industry, namely, the tlii-blow1i hand-made glassware branch.
To resist it means a serious strike with loss ofremployment and tremendous finan-
cial loss. There are other similar aspects.

What this glass industry, one of the older t iii tihe country needs, is more security
andi encou'ageinent and not to be constantly harassed by the prospect of dowti-
ward revision in tariff rates under trade agreements with foreign countries that
have already demoralized the glassware niarkets and destroyed the employment
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opportunities of workmen who have lived and hoped to gain a ivelihood in the
flint-glass industry.

The administeriug of the Trade Agreement Act has already been marked by a
series of reductions in import rates. The direct effect of this policy is to take from
the American worker a greater part of his homo market and turn it over to foreign
F roducers who are working under lower wage and living standards. The workers
ook forward to better wages and living standards and any improvement in wages

and hours for the American glass workers is of no avail if the doors of his home
market are opened widely to foreigners by means of lower tariff rates. It repro-,
sents virtually a reduction in wages.

We speak with regard to the hand-rpade glassware industry and if tariff rates
are not raised to a higher level, then it naturally must follow that our present
standards are lowered.

For the foregoing reasons, which are only a few of the many and with the 0hope
of protecting our industry and our employment, we most emphatically oppose and
protest the extension of the trade-agreemqnts program in its present form and
ask that all of the trade agreembnts'be ratified by the Senate before they are put
into actual operation.

HAstiY H. COOK,
International First Vice President, American Flint Glass

Workers' Union of North America, Toledo, Ohio.

The CHAIHMAN. Is Mr. A. H. W. Stimsen of Northampton, Mass.,
in the audience?

(No response.)
(Subsequently Mr. Stimson submitted the following statement,

which was ordered printed in the record.)
M^son 2, 1040.

CHAIRMAN, COMMITTEE ON FINANCE,

United Sktate Senate, Washington, D. C.
Sin: In compliance with your wish to avoid as much as possible duplications

of previous testimony, I will submit only a few additional figures and statements
that seek important.

As most important, I wish to be allowed to correct the transcribed version of
my answer to Mr. McCormick's first question on page 1032 of the House hearings.
In this answer, as transcribed, they have hog-tied the wrong party. I have never
aet been hog-tied, not even to the Republioan regime. With reference to Mr.

McCormick's question, "What is Mr. Cullnan's object in appearing down here?",
evidently I did not get the question, as the answer should have been, "He' is not
here to my knowledge." Apparently I thought he asked me "What 'was' his
object?", foe I answered that in 1935 he was opposed to any reduction in tariff
on the Sumatra Wrapper from the Netherlands. The Culnan Bros., Inc.,
wore affiliated with the Shade Growers Association. These growers produced the
nearest a,4 a substitute to the Sumatra grown in this country. A delegation of
16 farmers appeared in Washington and testified to the effect that I was in Wash-
ington unauthorized, and in my own personal interests. These rien were the
ones who wre so iog-tied financially tsat they could not speak their own minds.
The office wA-here they appeared had a copy of a resolution passed by a unanimou.s
vote of the boarw of directors of the Connecticut Valley Broadleaf and Havana
Seed Tobacco Growers, Ins., granting me the authority; therefore, their testimony
had little effect on the final results.

Again, ois page 1006, Mr. Robertson asked, "But you mean you are gaining oil
all fronts?" My answer, "Yes, sir; and we also know through the facilities of
)resent communication, in spite of the propaganda in the farm magazines and

in the press, that this program has greatly benefited, not only your section, but
Kentucky as well, through an agreement with France, whereby she agreed to
take over $3,000,000 worth of that type of tobacco, and that has very much
strengthened the prices of Keistuek-y tobacco." It, says in the transseript that

"allace"~ agreed; "'Fraisce'' and "W palace'' do not snsuuid very nsuols alike to use,
Th'lere must be something radically wrong with me as a witiness a ad I hirdhv
agreed that there should be no future duplications.

Again, on page 1013, at the top, J. V. Alsdp was elected president and flred
B. Griffin was elected manager at salaries of $30,000 each and if their salaries had
been $100,000 each, instead of $30,000, the additional cost to me on each 100
pounds of tobacco would hae hecs about one-tenth of 1 cent, due to the cnor-
mous amount of tobacco handled %n -1'r association. Fred Griffin and J. W.
Alsop were in no way responsible for the destruction of our association. [mine-
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diately after the collapse, 18 farmers went to Alsop's office. I was one of them
and we formed a new marketing combine with J. W. Alsop at the head. Each
of them were given 10 contracts to be signed by other farmers and Alsop is still
p acting and selling tobacco for a sizeable number of farmers. As late as 1936,
he paid my hail insurance and furnished me with some fertilizer, $1,000 at 6
percent interest and in 1937, $3,300 at 5 percent, both times with no note or
mortgage. J. W. Alsop is very highly esteemed by all farmers and as far as I
have any knowledge, lie has never been active in any movement detrimental to
our best interests. Fred B. Griffin, up to 1933, held our respect. Sometime
previous to that tAte, he became affiliated with the Shade people and other
interests. The people who wrecked our association were many combined forces,
manufacturers, dealers, and packers, and all of those interested in destroying
cooperative-marketing associations so that they can keep the farmer at their
mercy. These same forces who are now active in trying to destroy the Trade
Agreements Act, are the same who are trying to destroy the confidence of the
American farmer in Henry A. Wallace, the best and ablest Secretary of Agricul-
ture that this Nation has ever had. They are the same people who are trying to
discredit the State Department, the Tariff Commission, Committee on Reci-
procity Information and all who are working for and have succeeded in consum-
mating trade agreements, which have in every instance given us the best of the
bargain. We, the rank and file of the people of New England, are more at the
mercy of this element, than any section of equal importance in the United States.
As the record now stands, 22 Republicans, and I Democrat out of 29 Congress-
men, and a possible 2 Democrats out of 12 Senators, or a total of 8 out of 41,.
are recorded in favor of this resolution.

May I be permitted to enter in the records part of a news item, dated January
22, 1940, "The remarks of A. H. W. Stimson of Pine Grove concerning the opposi-
tion of the National Orange leader to the reciprocal-trade-agreement program
made last week before the House Ways and Means Committee in connection with
tobacco agreements, met with criticism of local Grangers * * *. In the
Easthampton Grange 30 of the 250 members are farmers or live on farms. Mr.
Stimson was at one time a member of Easthampton Grange," So you can see
this could mean 30 to 220 in favor of Tabor and against the farmer. I would
like at this time to enter into the records a call by the Franklin County Farm
Bureau, for a meeting to be held in Whately Town Hall. This meeting was held
last Monday night. The hall was packed with farmers from 5 or 6 counties,
mostly tobacco men. Five county agents were heard, as well as six county Farm
Bureau presidents and State President Jordan, also Howard Russell, secretary of
the State Farm Bureau. All of the speakers from the president down had only
the kindest of words and expressions of praise for the great ability and zeal of
their national president, Mr. O'Neal, and toward the end of the meeting, 1 gave
them a splendid opportunity to voice disapproval of my stand on this resolution.
I received only applause; not one voice was raised even in mild criticism and again
before the meeting closed, I advised them to pay their 1940 dues, and they were
still paying dues 20 minutes after the meeting closed. I had 2 men try to count
Congressman Treadway's constituents and they figured there were at least 100
farmers from his district.

May I enter this individual income record of 1939?
In the House Hearing I was questioned about the cream coming into the

United States from Canada. I found after going home that milk producers
whom I was able to contact, feel as I do and were somewhat better informed
relative to the imports of cream. Under the second trade agreement with
Canada, thl, duty was reduced from 56.6 cents per gallon to 28.3 cents. In 1939
there were imports of 2,167,000 gallons and in 1938, 5,000 gallons; and in 1939,
2,000; while Boston alom consumed about 6,000,000 gallons in 1939. There was
more cream wasted in removing milk and cream caps in Massachusetts alone than
was shipped in from Canala.

[From 0io Springfield Union, Ianuary 28, 19401

INDIVIDUAL. INCOME up $3,412,000,000--SECRnwrAeY HOPKINS R aOTs 1939
TOTAL AS $69,683,000,000, MUC OF THE GAIN COMING AT YEAR END

WARIIINOTON, January 27- (A. P.).-Secretary Hopkins announced today that
income payments to individuals last year totaled $69,683,000,000, a gain of $3,-
412,000,000 over 1938.

This gain was accounted for largely by a 5-percent boost in salaries and wages
to a total of $43,783,000,000, the commerce chief reported. Dividends and in-
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terest showed the greatest percentage of increase, however, rising 15 percent to
$9 081,000,000 from the 1938 total of $8,476,000,000.

b3ecember income payments, which Hopkins said were the largest for any
single month since December 1936, reached $6,898,000,000, more than a billion
dollars ahead of November and three-quarters of a billion dollars ahead of De-
cember 1938.

"Much of the 1939 gain in income payments was concentrated in tie closing
months of the year," Hopkins said.

He reported that social security benefits for the year exceeded $500,000,000,
but were only $30,000,000 higher than in 1938, while relief payments, other than
work-relief wages, were about the same in both years.

AGRICULTURAL ADJUSTMENT ADMINISTRATION,

To All Tobacco Growers: Northampton, Mass, February 21, 1940.

A special meeting for all Connecticut Valley tobacco growers will be held inl the
Town Hall in Whately on Monday, February 26, at 8 p. m. This meeting is
being called by the Franklin County Ears Bureau,

Arthur C. Bardwell, member of the State agricultural conservation committee,
will present a plan for legislation that will materially affect all tobacco growers,
In addition, other material relating to the present tobacco situation will be
presented. There will be ample opportunity for discussion,

Please plan to attend.
Very truly yours,

WILBUR F. BUCK,

County Administrative Assistant.

The CHAIRMAN. Col. F. L. Herren, of New York City, representing
the Motion Picture Producers and Distributors Association, was to
have appeared before the committee this morning. He advised the
clerk on yesterday that pressure of business had forced him to leave
the city and that lie could not be present this morning to testify. I
have his statement before me and will insert it in the record. Colonel
Herron's prepared statement endorses the trade agreements program
and urges its continuance.

STATEMENT, FEBRUARY 4, 1940

As a medium of entertainment, information, and education, American motion
pictures not only have welcomed competition in foreign markets, but have sup-
ported a wide open door to our domestic market for the pictures which the in-
dustries of other nations have produced. The screen has constantly recognized
that there are no boundaries to art and that there should be 11 limit to the ex-
change of those services between peoples which make for greater imiderstanding,
tolerance, and goodwill.

The American entertainment film has gained leadership the hard way. It is
the achievement of private industry, unaided by public subsidy, protective quotas
or barriers here against the competition of foreign pictures. It has met a world
cometition which Is aided in the most serious way by all of such artificial
barriers.

Our pictures have been and are the messengers of our commerce generally,
and they are able to serve thus because they necessarily reflect the initiative,
enterprise, and invention that have made American living standards iii good and
bad times.

They are able to serve this mission because they are produced in a land where
free institutions have protected the screen from bureaucracy, censorship, and
pressure-group distortion.

A very definite aid latterly in all these services is our governmental policy of
trade agreements aimed at the leveling of many of these barriers.

Few industries have had to contend with gt-eater difficulties in this respect.
Not only have our screen products been forced to surmount the restrictions against
all foreign commerce in many lands, but they have had to meet excessive ani in
most cases unreasonable restraints, aimed directly at the distribution and exhibi-
tion of our pictures In foreign fields. Tile devices included quotas and contin-
gents, high tariffs and import licenses, exchange control and compulsory domestic
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production, and many other schemes looking not only toward diminishing
imports from abroad, but towards forcing American distributors to help build
up domestic industries to operate in competition to American-produced pictures.
That was the situation at the peak of these trade difficulties in 1933.

Since 1934, the motion-picture industry of the United States has been one of
the beneficiaries of the most-favored-nation clause negotiated in general trade
agreements with foreign countries, and it has been protected from many of the
discriminations hitherto prevalent. The industry has been definitely and
favorably affected by the opportunities to negotiate against exactions, barriers and
restraints in certain foreign countries, as the result of the reciprocal trade agree-
ments initiated and concluded by our 3tate Department.

Such opportunities were brought about by the completion of general trade
agreements with Belgium, Brazil, Canaua, Colombia, Cuba, France, Costa Rica,
Finland, Guatemala, Haiti, Holland, Honduras, Nicaragua, El Salvador, Sweden,
and Switzerland.

In the face of the still rapidly growing and most serious hindrances to the
distribution of American films abroad, the principle of reciprocity has had the
effect of aiding the effort against the erectiot. of unfair barriers against American
screen entertainment. Some nations now place our product in the nondiscrimina-
tory treatment class, and in addition to having tariffs lowered, duties and other
assessments have been fixed in some places so that we are not now open to sniping
in the way of new or elevated border or internal taxes in these countries with which
trade agreements have been made,

From the economic aspect, it must be noted that normally foreign markets
supply approximately 40 percent of the total gross receipts of the Americanmotion-lpicture industry; that to the extent to which these markets are closed or

made unprofitable to us it vill affect the industry ability to epmploy the great
number of people now working in this and associated industries; that closed mar-
kets to American films would make impossible the great financial outlays necessaryat the present time to produce the type of pictures that has made this country

the world's production center, and that finally any reduction in our entertainment
standards would necessarily affect our domestic theato structure.

While none can pierce the uncertainties of the futur, created by the war now
in progress, our present position in foreign markets enables the American motion-
picture industry to hold to those standards of production, investment, and employ-
ment that have given our entertainment products world readership.

The CHAIRMAN. "Tle committee will recess until 10 o'clock Monday
morning.

(Whereupon at 12 o'clock noon, a recess was taken until Monday,
March 4, 1940, at 10 a. t.)

215171-40- 85
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MONDAY, MARCH 4, 1940

UNITD STATES SENATE,
COMMITTEE ON FINANCElVashington, A. C.

The committee met, pursuant to recess, in the Finance Committee
room, at 10 a. m., Senator Pat Harrison (chairman) presiding.

The CHAIRMAN. The first. witness this morning is Mr. Matthew
Well, representing the America's Wage Earners Protective Confer-
ence.

I1ow much time will you require, Mr. Woll?
Mr. WOLL. About 40 minutes.
The CHAIRMN. We have five witnesses scheduled for this morning.

and I had hoped to conclude by noon, as it will be necessary for us to
go to thle Senate floor, as we have one or two very important bills over
there. Could You finish in, say, 30 minutes?

Mr. WOLL. I doubt it. However. I will do the best 1 can.
Senator VANDENBIERG. Mr. Woll is the only representative of or-

ganized labor, end I think that lie should have as much time as lie
desires.

The CHAIRMAN. I have had a. number of requests from representa-
tives of organized labor, and Mr. Woll had a very extensive argument
which was placed in the record at the hearings of the Ways and Means
Committee of the House.

Mr. WOLL. My argument here will be quite different than that.
The CHAIRMAN. There were many labor representatives whose

arguments are in that record-many of them were heard.
We would like to hear everyone who is scheduled for this morning,

but if you cannot do justice to your argument in less than 40 minutes,
just go ahead in your own way.

Mr. WOLL. I will try to economize time as much as possible.

STATEMENT OF MATTHEW WOLL, PRESIDENT, AMERICA'S WAGE
EARNERS' PROTECTIVE CONFERENCE

Mr. WOLL. Support of the trade-treaty program rests principally
on six points. We shall examine these one by one, and then draw
a general conclusion.

1. It is maintained that by reducing import duties and obtaining
reciprocal concessions from other countries, our export trade is stinmu-
lated. This increase in exports, it is contended, in turn requires
increased employment in factories and on the farms, The net result
is allegedly a contribution to recovery and the promotion of prosperity.
Let us examine this general contention.
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The stimulation of our export trade as a result of the trade treaties
signed to (late cannot be proved. The evidence available does not
support any such contention. It' anyone is interested in verifying
this statement lie has only to investigage (a) the exports from the
United States to trade treaty countries, not from 1934 to 1938 or 1939,
but from the date when each trade treaty went into effect, with our
exports to nontrade-treaty countries over the same period. For the.
nearest approach to scientific comparison each trade treaty country
should be compared with an adjacent nontrade-treaty country. Te
date of departure for comparison, to repeat, should b the year during
which a particular treaty, and not the entire trade treaty program,
went into effect. The favorable results often attributed to the trade
treaty program are arrived at by using 1934 as the blanket basis for
comparisons. This is not the proper statistical procedure.

(b) One should compare the increase in our exports from 1932, the
low point since 1929, to 1935, with the increase since 1935, which is
the first year during which more than one trade treaty went into effect.
Actually 1936 would )e a more reaosnablo base since the trade treaties
in 1935 were made with countries of minor commercial iniportance-
Belgium, Sweden, and Haiti. If the exports increased materially in
1933, 1934, and 1935, it may safely be concluded that the trade-treaty
program was not responsible for the increase. The increase of 1935
exports over 1932 exports was 40 percent; that of 1937 over 1935,
47 percent. Between these percentages there is not much to choose.
But proper investigation should include 193S. In that year exports
declined. If 1938 is compared with 1935 the increase falls to 35 per-
cent. In other words, exports in one way or another increased about
as much without benefit of the tiade-treaty program as under the
program. In 1939, in spite of the inipetus given to exports by the
outbreak of the European war, showed only a 3-percent gain over
1938, and this did not change the picture materially. If duty reduc-
tions should give rise to increased exports the present trade-treaty
program cannot be ued as a means of proving it,

Increased exports, it is held, lead to increased farm and factory
employment. This is true on the face of it unless increased mccli-
anization should, offset the increase in output in terms of employ-
ment. But, there is another side to this proposition. Increased im-
ports must accompany to some extent at least the larger exports.
Now if the competitive products that are imported were manufac-
tured in the United States, it is quite certain that the number of
workers required to produce them would be considerably greater than
the number required to produce an equal dollar volume of exports.
This follows from the much lower wage rates prevailing in foreign
countries. In other words, if an increase of $1,000,000,000 in ex-
ports gave rise to $1,000,000,000 in imports, we would trade a smaller
number of man-hours worked in this country for a larger number of
man-hours worked in foreign countries. In other words, there is
quite a difference between mai-hours and merely the monetary signs
of imports and exports. Thus, while the trade would balance in
dollars it. would be distinctly against us in employment. The pro-
motion of export jobs by increasing imports is a 'losing transaction
for our workers and does not represent a means of bringing either
recovery or prosperity to our farm and industrial workers as a whole.
Undoubtedly exports help some farm and factory workers; but this

542
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help must be purchased at the expense of others who would go to
work if the competitive imports were produced at home. Wages paid
in various foreign countries maiy be found by consulting the monthly
and annual publications of the International Labor Ofice.

2. Tie reduction of duties and the removal of trade barriers is
said to promote international trade not only between the United
States and other countries but, as a result of the example set, between
all nations of the world. This is supposed to reduce international
economic rivalries; and since international economic rivalries embody
factors which contribute to war, the reduction of trade barriers is
supposed to foster international peace. We next examine this
proposition.

Let us dismiss the obvious fact that we have a trade-treaty pro-
gram, on the one hand, and a world at, war in many sectors, on the
other. Let us overlook the contention that the trade-treaty program
arrived on the scene too late to prevent the outbreak of'hostilities
based on economic struggles of long standing, even though the
program had been in effect long enough to produce the alleged gains
in trade claimed for it. Since the latter claim is erroneous we may
agree that nothing occurred which would have produced any apprecl-
able effect upon the economic difficulties which presumably underlay
the war.

Can anyone sa, that the trade-treaty program brought about the
lifting of a single exchange restrictio;, a single import quota, or
removed a single export subsidy? If our so-called lead in the im-
position of trade barriers had stueh pronounced and iininediatc effect
that from 1929 to 1932 world-trade collapsed because of world retalia-
tion and counter-retaliation, n)ot only against the United States but
other countries which had nothig to6 do with the Tariff Act of 1930,
why has the reversal of the world trend been so long delayed after
1934 when we began to offer inducements for the reduction and
removal of barriers? The adverse effects required only 2 or 3 years
to produce their full effects, i. e., from 1930 to 1932; but 5 or 6 years
of our proffered hand of goodwill has been accompanied by increasing
rivalry.

International trade leads to international interdependence. This,
according to the theory, should lead to international pacification.
Yet at the sanie time it appears that international rivalry grows to
some extent, at least, out of competition for control of raw materials.
National efforts are directed at independence and not, (ependenee. If
nations did not have so many foreign stakes they should therefore
have fewer occasions for rivalry and friction, If we, for example, had
no stake in some foreign section we should not, be concerned about
protecting such a stake, whether it be a market or an investment.
We should be less likely to become involved in a war. Widespread
trade leads to such stakes both in the form of markets aud invest-
ments.

Yet what value have these stakes to us compared to our domestic
market? In 1939 our exports amounted to $3,177,000,000. let us
say that total domestic eiuployment was 40,000,000 in manufacturing,
transportation, mining, farming, and the various service trades. An
increase of $1 in the weekly wage would ln1ve increased the domestic,
market for goods $2,000,000,000, given a steady price level. That
gives an indication of tho importance of our foreign m kets.
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International interdependence based on trade also produce inter-
national vulnerability to economic disturbances. Even though the
United States is not involved in the European war, we are greatly
affected by it. Should the war come to an end tomorrow we could
not escape the depressing consequences of general demobilization and
the ensuing unemployment. Had we not created the interdependence
which is regarded as the source of peace we should not be so vulnerable
to the machinations and ambitions of foreign dictators.

Now, this is not set forth as a counsel of isolationism but to demon-
strate the fallacy that international interdependence is a guarantee of
peace. International stakes may have a value but pacification of the
world is clearly nob one of them. Nations fight for stakes, whether
they are markets, sources of raw materials, or investments. These
stakes may or may not be worth fighting for; but the interdependence
which they produce is not a cure for war.

In 1920, after the close of the World War during which our trade
boomed, we found ourselves with $97,000,000 of returned goods on our
hands. These represented a considerable surplus and acted as a
depressant on domest-- trade. If the present war leads to a similar
boom in exports, the beginnings of which are already visible, we should
prepare ourselves for another stream of returned goods. Perhaps we
collid then once more begin e, tending vast credits to foreign countries
to pull us out of the ensuing depression. Prostrate foreign countries
with depressed wages would seek our market in a strong effort to
revive themselves at home. Would the trade-treaty program work
in reverse or would it, expose us to this depressing competition?
I wish to stop here long enough to call attention to tnt editorial that

was published by I),aielJ. Totin, president of the Teamsters Inter-
national Union and a vice president of the American Federation of
Labor, in the February issue of the Teamsters Journal, giving his
view regarding the difficulties confronting us at the cud of the period.
I shall not read the entire editorial, but I will merely read the last
sentence of the quotation which I will hand in for the record as a
whole.

Mr. Tobin says:
Does anyone who has any sense believe that the economic conditions of the

United States can be preserved and that union-labor wages can continue to obtain
bere if the world is flooded with cheap-lahor products and the country invaded
by the products of labor of nations driven to destruction by war expenditures?

(The complete editorial referred to is its follows:)
(From tic Potters herald, official Journal or thie National brotherhood or Operative Potters anid East

Liverpool Trados & libor CainIll

CONoES, sIIOtLI) ExPrAIN

The Congress is now considering, upon the deniand of Secretary of State Hull
and other State Department intellectuals, supported by President Roosevelt,
the continuance of the reciprocal trade treaties.

These trade treaties are contrary to the Constitution, are contrary to the express
policy of every Deiaocratic-controlled Congress from 1882 to 1932. ''liey are
contrary to and virtually set aside and nullify the protection of jobs and standards
of living which American workers received through the Asiatic exclusion law,
restrictive immigration laws and fair-labor-standards law.

Secretary of State hIull in serving as Congressman and Senator bitterly opposed
the granting of taxing and treaty-making power to any appointed officials of our
Government.

5A4A
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Every loader of democracy, prior to 1933, has publicly opposed this type of
legislation.

Daniel J. Tobin, vice president of the American Federation of Labor president
of Teamsters International Union, and chairman of Democratic Labor committee
in 1932 and 1930, a keen student of world and labor conditions, ill a loading edi-
torial in the Teamsters February Journal, says, in part:

"The labor movement is destroyed in most of the countries of the world. That
includes the Americas, north and south of the United States. If the war con-
ditions continue for 2 years from now, what Is left of the labor movemenl t in the
European countries will be destroyed because of the economic destruction due to
war. * * * Only those who "close their eyes or through their ignorance or
blindness to war conditions can fail to see that with the destruction of value in the
European countries, no matter who wins time war, the economic conditions of those
countries will be destroyed. * * * The markets of the world will be drawn
down and cheap l bor will be forced upon all the workers of the European countries
so that they can help pay the expenses of this awful catastrophe now obtaining in
Europe and Asia. I'he hours of labor established by the French workers union 2
years ago have been totally set aside and instead of a d0-hour week they are now
working 52 and 56 hours and will soon be working 60 hours, to mect the demands
of a nation engaged in war and in danger of destruction. The trade-unionists of
England are alarmed and recently held a conference with the leaders of the French
labor movement endeavoring to' plan some method of procedure to protect the
English worker; or lot us put it another way--fearing that war will cause the
destruction of the conditions which labor enjoys in that country similar to what
has happened in France. Does anyone who has any sense believe that the econ-
omic conditions of the United States can be preserved and that union-labor wages
can continue to obtain here if the world is flooded with cheap-labor products and
the country invaded by the products of labor of nations driven to destruction by
war expenditures?" "

In view of the statement of conditions so ably made by President Tobin
and the historic policy of the Democratic Party, we deem it fair to ask why the
change in policy since 1932?

Can it he possible that international bankers, our few exporters, and our
automobile, office-appliance equipment, and canning trusts have been able to
change this historic Democratic policy?

Surely, some explanation should be made for this most unusual change in
attitude at a time when it should be apparent to everyone that American markets
will soon be flooded with the products of the pauper wage paid workers of
Europe and Asia.

Your Congressman and your Senator should know your views on reciprocal
trade treaties, tine continuance of which jeopardizes your job opportunities and
and your standards of living.

Mr. WOLL. The collapse of our war trade after the World War is
reflected in the trade trends from 1919 to 1922. In the following
table exports and imports are shown for these years:

(In tmnlltons of dollars)

Umitted Untted United United
States States Total States States Total

experts Imports experts impert

910 ............. 7,749 3,904 11,62 1921 .............. - 4,378 2,09 6,57
1020--------------.800 5,278 12,818 1922 ........... 3, 762 3,112 6, 877

In 1919 and 1920 trade volumes were the highest on record. The
increase in trade, however, came in greater proportion in imports
from 1918 to 1920. Exports increased 33.6 percent from 1918 to
1920, while imports went up 74.1 percent. From 1919 to 1920
exports increased only 4.3 percent while imports rose 35.2 percent.
Imports from Europe increased $806,000,000, or 216 percent, while
exports to Europe increased only 5 percent in 1920 compared with
1919, both figures being for the fiscal years ending June 30.
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The reason for the great increase in imports after the war as com-
pared with exports lay ill the collapse of foreign currencies and the
return to European farms and factories of the demobilized armies.
Depreciated currencies made it more difficult for the Europeans to
purchase from us and easier for us to buy from them. It is worth
noting that the chief increase in total imports were in manufactured
foodstuffs andi finished inanufactures. Imports of maufflaetured
foodstuffs front all countries increased from $555,000,000 in 1910-
calendar year-to $1,238,000,000 in 1920, or 123 percent. Those of
finished manufactures increased from $493,000,000 in 1919 to $876,-
000,000 in 1920, or 77 percent. On the other hand, imports of crude
materials increased only 4.8 percent and crude foodstuffs only 5.8
percent.

In other words, competition with farm and factory producers of
foodstuffs increased sharply, since the imports of manufactured food-
stuffs increased 123 percent. Likewise competition with industrial
workers increased sharply, since imports of finished manufactures
increased 77 percent. lImports of raw materials, most of which have
long been and still are on the free list and are largely noncompetitive,
increased only about 5 percent. In 1921 87 percent of the crude
material imports were on the free list while of the manufactured
foodstuffs only 10 percent were on the free list.

The flood of imports came so menacing to tl Americanl economy
that the Congress passed an emergency tiu'iff act in 1921, which was
vetoed; another in 1922, which went into effect; and then revised the
rates upward in the, Tariff Act of 1922. The new rates were appar-
ently not excessive, since irade increased steadily from 1922 to 1929.

Experience with returned export merchandise was vecry diheartcen-
ing in 1920 and 1921. Total returned merchmndise during the 2 years
amounted to $163,000,000. Over 8,000 automobiles valued at $13,-
500,000 were returned. Others we(re cong0est(d in export warehouses
and on the docks. They continued to come lack from dealers in
foreign countries to which they had been shipped until well into 1923.
From 1919 to 1923 automobiles valued at $22,800,000 were returned.
During the 4 -years from 1919 to 1922, both inclusive, total returned
goods amounted to $254,000,000, or about $200,000,000 more than
normal returns.

In 1922 the Director of the Bureau of Foreign and Domestic Coin-
merce in his annual report said:

Particular mention should be made of the prompt and effective assistance of
the State Department, and its representatives abroad, in the solution of the diffi-
culties in connection with the Cuban warehouse situation, arising from the heavy
accumulations of undelivered American goods.

The report might have added that in addition to congestion of
Cuban warehouses, Key West was congested with additional goods
which had been destined for Cuba but never arrived there.

In the annual report of 1921, page 87, the Director of the Bureal
abovc mentioned said in part:

With the exchange rates of foreign currencies depreciated to a point which
made our prices in dollars prohibitive * * * with the impossibility of
settling in gold the balance already due us, with the difficulty of arranging further
credit facilities, with cancelation of orders, with rejection of goods already shipped,
and the dishonoring of drafts, it was impossible for exports to continue at the
rate * * * to which they had grown during and directly after the war,
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On page 130 of the seine report appears the following:
The presence of large and varied stocks of refused merchandise in the custom-

house at Buenos Aires has had the effect of seriously slowing up the demand for
imported articles, as the idea prevails among consumers that these stocks will
eventually be thrown on tie market and liquidated at forced sales.

The puirchase by American investors of long-time European secutritics, such as
railway, municipal, and industrial bonds, would help to correct the exchange rates.

In other words, having exported so heavily, and faced witlh decreas-
ing exports and increasing imports because' of de preciated European
currencies, our only defense lay in sending money abroad to reestablish
the currencies at a higher rate and thus correct the unhealthy foreign
trade conditions which had developed. That is a situation which has
already begun at the iPresent time.

Would it not be better to avoid these conditions in advance by
refusing to follow the foreign-Irade siren too far this time? All the
accent today is on the removal of trade barriers. During the last
war we had the Underwood Tariff of 1913. Quotas, exchange devices,
nid similar restrictons were not yet instruments of trade policy. Yet
our foreign trade fell from $13,358,000,000 in 1920 to $6,887,000,000
in 1921, a decline of almost 50 percent in 1 year. Then, after the
duties were increased under the Tariff Act of 1922, trade increased
again, not, to be sure, because of tie tariff, necessarily; nut neverthe-
less hand in hand with it. There is at least as much ground for
crediting the increase in trade after 1922 to the higher rates in the
Tariff Act of 1922 as there is for crediting the increase after 1932 to
an act which went iuto effect only after a lapse of 2 years annl the
effect of which could not be felt until 1 ,26. rrhe Turiff Act of 1922
was at least contemporaneous with the increased trade. Compared
with it, the trade-treaty program looks more like jum ping on the
bandwagon. Trade hmd already increased 28 percent before more
than one trade treaty had been signed. It had ineremsed more than
47 percent before m(re than three additional agreensents were signed,
md unimportant ones it that - Sweden, Itaiti, and Be lgiui).

We see 110 process of logic by which the claim can properly be set
forth that the trade-treaty program is designed (I) to prewntt in any

appreciable ineatsure the'reapa)I)rrnce of depreciated currencies in
Europe during or after the present war ann1 the consequent increase
of import:, from these colmtries once the war is over, and increased
difficulty in exporting to them; and (2) we see nothing in the trade-
treaty program to prevent an initial ote-sided and over-explanded
export trade. This -s not to say that the latter will necessarily occur;
but if it does not, tIe tralde-treaty program which seeksA to facilitate
travel expansion cannot le credited( with prevention of tle unhealthy
condition.

The true interest of the. United States lis not in extending its trade
with the warring nations at(1 thus increasing its vulner ability to an
export debacle when the war ends, but lies rather in maintaining as
nearly as possible a peacetime balance. We may be sure that after
the war Europe will be in no position to increase its purchases from
us, and much less so if the various nations buy to the hilt during the
war. If they do the latter they will the sooner reach the position in
which they found themselves after the last war; namely, that they
cannot buy unless we furnish them the mnotey. If we again do the
latter, that is, lend money, we shall need no Tariff Act of 1930 to
repeat 1929-32. Just as the 1921 debacle was accomplished under
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the low Underwood tariff, so call another disaster follow the present
war if our traders run after war demand. If then we extend credit
to the impoverished nations as we did after 1921, the 1929 debacle
will surely reappear.

It would be far wiser to cultivate our own garden. The domestic
market has vast possibilities. The less we depend upon European
outlets or war outlets, the less will the economic reverberations of
demobilization strike our country once the war ends.

Thus, we may conclude that international trade does not prevent
war. Secondly, we will be in a more favorable position to avoid
collapse of our trade if we keep it within reasonable bounds while
the war goes on. Next to the avoidance of military involvement in
the war, our avoidance of economic involvement 'is of paramount
importance.

3. The United States regularly produces surplus agricultural prod-
ucts which it is held must be exported as the alternative to throwing
them on the domestic market with disastrous consequences. Cotton
and tobacco and sometimes corn and wheat are the chief products
in this classification. In the absence of a foreign market for the
surpluses, crop restrictions and regimentation must be resorted to at
home, it is contended. They allege that we should purchase enough
abroad to provide foreign countries with funds with which to buy our
surplus products. So goes the argument. Let us see how far the
trade situation supports this contention and to what extent the trade
treaty program has fulfilled the claims made for it by way of opening
markets for our surplus farm products.

We have on the free list a considerable number of important items
which we regularly imporL. The most important of these are news-
print, pulpwood and wood pull), coffee, rubber, bananas, fertilizer,
jute, co per ore, tin, tea, raw silk, cocoa beans, paln oil, copra, tapioca,
tung oil, and carpet wool. Imports of these products account for a
large part of total goods imported free of duty.

Total imports of goods on the free list during recent years have
been as follows:
1032 --------------- $886, 000, 000 I 1937 --------------- $1,765, 000, 000
1934 ----------------- 992, 000, 000 1938 ---------------- 1,183, 000, 000
1936 ---------------- 1, 384, 000, 000

Our exports of raw cotton have been as follows:
Bales Bales

1932 -------------------- 8, 916, 000 1936 ---------.----------- 5, 409,000
1933 -------------------- 8, 353, 000 1937 -------------------- 5, 728, 000
1934 -------------------- 5, 753, 000 1938 -------------------- 4, 561,000

Exports of unmanufactured tobacco have been as follows:
Pounda Pounds

1926-30 --------------- 545, 000,00 1937 ------------------ 434, 000, 000
1931 ------------------ 524, 000, 000 1938 ------------------ 489, 000, 000
1933 ------------------ 438, 000, 000 1939.------------------ 358, 000, 000
1935 ------------------ 390, 000,000

The value of cotton and unmanufactured tobacco exports combined
have been as follows:
1931-35 average ----- $547, 000, 000 1937 ---------------- $515,000, 000
1934 ---------------- 505, 000, 000 11938 ---------------- 583, 000, 000
1936- .--------------- 508, 000, 000 139 ..... ....... ----- 321,000,000
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Wheat and corn exports averaged slightly over $20,000,000 from
1931-35, and then declined to less than $5,000,000 until 1937 when
the combined value of these exports was slightly over $40,000,000.
In 1938 the combined exports jumped to $172,000,000, but in 1939
they declined to $56,000,000. The increased exports in 1938 resulted
largely from export subsidies granted for foreign sole of wheat.

Now it is obvious that our imports o1 goods on the free list would
provide foreign countries with sufficient funds to purchase all the
cotton, unmanufactureJ tobacco, corn, and wheat that we have
exported in recent years. It is not necessary that we seek to import
more competitive dutiable products in order to provide foreign nations
with necessary funds to purchase that part of our chroniic surplusage
of agricultural products which they are able to absorb. Our imports
of rubber, coffee, silk, tin, copper ore, wood pulp and pulpwood,
and so forth, provide adequate exchange to take our farm surpluses
in ordinary years. If other countries do not liquidate our surpluses
the reason must be found elsewhere. Other sources of supply have
been developed. Our cotton exports have declined sharply since
1932 and 1933. Yet out total foreign trade has expanded quite sharply.
Whereas our total imports increased over 100 percent from 1932 to
1937, our exports of cotton declined 35 percent. Exports of unman-
ufactured tobacco has not reached the level of 1931 since that year.
Lard, which is often mentioned as one of the exports helped by the
trade treaties, has also failed to find an expanded foreign outlet.
The average exports from 1931 to 1935 were 444,000,000 pounds per
year. In 1936 exports were only 111,000,000 pounds, in 1937 only
135,000,000 pounds, and in 1938 only 204,000,000 pounds. In 1934,
the year the trade treaties were 'first authorized, exports wore
431,000,000 pounds.

Might I say here that I have made no reference in this paper to
the gold and silver purchases made by our country which provide
other countries with exchange for the purchase of goods in our own
country.

Evidently failure of foreign countries to increase their purchases
of cotton, tobacco, and lard was attributable to some other reason
than any failure of the United States to increase its imports, for we
have seen that out imports in general increased more than 100 per-
cent from 1932 to 1938.

If we can find no relationship between increased imports, on the
one hand, and the export of our two leading agricultural exports, on
the either, what becomes of the theory that we should lower our duties
in order to dispose of our agrice lturfal surpluses abroad? If foreign
markets are so shifting and undependable, for what purpose do we
open our domestic mnarh, to greater competition in competitive
goods?

4. In order to export nmre we must import more, it is said. This
is to say that if we wish to dispose of our farm surpluses abroad or
wish to add to factory employiment, we must reduce duties in order
that foreign goods may come m m greater volume.

But we have just shown that increased imports have not led to
greater exports of our farm surpluses of cotton, leaf tobacco, and
lard. Previously we saw that increased factory employment at-
tributable to increased exports represented a net loss in employment
compared with what employment might be (lid we manufacture at,
home the competitive articles which we now import.
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The fact is that our imports increased (luring the years when the
average duty oil dutia)le items was the highest in many years, In
1932 the average duty on dutiable items was 57.8 percent. Yet in
1933 imports increasedl $108,000,000, and of this increase $90,000,000
was in dutitble items an(l only $18,000,000 in free items. In 1934,
without t lowering of duties, (xcel)t on C ban sugar in September
of that year, imports again increased. This time they went u)
$203,000,000 and of this increase 56.6 percent was in dutiaible items.
Now, in 1937, with returning prosperity and higher prices, imports
increased $586,000,000; but even though duties hai lieden reduced by
14 trade agreements, (5 percent of the increase came in items on the
free list. In other words, while the duty wits high, i. e., from 1932 to
19:3-, particularly because of the effect ofr a low price level in coin-
bination with specitie rates, the increase in imports occurred largely
in the dutiable items, In 1937, when the average dity on dutiable
items lied fallen to 37.4 percent, the principal increase in imports
occurred in the items on the free list.

Thus absolutely no correlation exists, unless it be a negative one,
between increase of imports md reduced duties. The facts prove as
clearly ts anything can be proved in the field of foreign trade, tht the
level of duties existing before the trade treaties went into effect were
not only not embargoes but were not so high that foreign exporters
lost their competitive advantage. Certainly the duties did not
offset more than the difference in cost of production in foreign countries
and the United States. Why then should it le considered necessary
to reduce this level of duties?

5. It is argued that the United States was in considerable part
responsible for the wide resort to trade barriers and restrictions dur-
ing the past 10 years by enacting the Tariff Act of 1930. Paving
taken the lead in the Imposition of trade restrictions and having
observed the disastrous consequences in aralyzed trade from 1929
to 1932, the United States, it is claimed, should acknowledge its error
and take the lead in a sustained program to reduce these barriers.
We procee(l to cxmuine these allegations and conclusions.

There is possibly little to be gained by pointing to the Empire
preferential system enacted by the British Commonwealth in 1928,
to the increase in the Cuban tariff in 1928, and to other trade restric-
tions, all of which preceded the 1930 tariff. Little will be gained
from a mention of these facts since those who are bmt upon lhanging
the economic distress after 1929 on the Tariff Act of 1930 refuse to
be guided by facts. They have adopted a. doctrinal theme song which
is impervious to factual evidence.

Olher nations have ado])ted trade restrictions ini pursuance of eco-
nomic policies aimed at natural self-interest, as they see it. The
tariff policy of the United States can at best play but a smal part in
shaping internal economic policies of Europeam and Asiatic countries.
It would be as reasonable to say that the internal economic policies of
the United States are shaped by the tariff policy of England, as to
say that the internal policies of England or Germany or France or
Italy or Russia are shaped by our tariff levels. No realistic view of
the adoption of internal economic policies can countenance such ani
absurd conclusion. Cuba, Brazil, Japan, atd a few other countries
of which leading products find a predominant outlet in the United
States would be greatly affected by radical departures in our treat-
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ment of their products; but, in most of these instances ill which large
outputs of raw products are shipped to the United States, we receive
those products free of duty. This is true of coffee, silk, rubber, tin,
copper ore, and other raw materials already mentioned.

The alleged disastrous effects of the Tariff Act, of 1930 were so
swift in making themiqelves felt that they preceded by nearly a year
the actual enactment of the tariff. The mollifying effects of 01iir
benevolent trade-treaty -ogram, on the other hanud, are so slow that
after 5 years of our extensive efforts, trade quotas, exchange regu-
lations, export subsidies, controlled exports, id tra (le sihaeles i
general are m1Ore extensive nd nitnierolls thlln they were when we
began.

Why the Tariff Act of 1930 shonild harve been followed so swiftly
) economic retribution while tle Triff Act of 1022, which brougflt
about a, greater percentage increase in average duties thm did the
Tar'iff Act of 1930, was followed by increased foreign tra(le and un-
J)recedented domestic prosperity, has not yet been satisfactorily ex-
plained. Filet average rate of diuty jmnped from 29.5percent to 38.1
percent when the Tariff Act of 1022 was enacted. This was an in-
crease of 8.6 percentage points and this represents an increase of 29.1
percent or nearly a third of the 1921 average duty. The 1930 tariff
brought about an increase in the average rate front 40.1 percent in
1.929 to 44.7 percent in 1930. Tiis was an increase of only 4.6 per-
centage points. This figure should perhaps be doubled since the new
tariff did not go into effect until midyear. The increase would then
be 9.2 percentage points. This represents a 22.9-percent increase
over the 1929 rate, or something less than one fourth.

0, It is alleged that the trale-treaty program has brought about
increased exports and thts has helped American farmers and industrial
workers, At the same time it, is held that the ruinous competition
anticipated by so-called al rmits has not come to pass. We next
examine this point.

We have already shown that the trtde-treaty prograil cannot be
credited with the increase in exports which he e occurred since the
act went into effect. We should modify this by saying- that an
indeterminete part of our increased exports to Cuba my )properly be
credited to the trade-treaty program. That our exports to Cuba
woult have increased in amy cltse may be inferred from the increase in
our shipments to the Philippine Islanids, which are similar to Cubi in
the production of sugar nnd tobacco and some othtr tropical products.
Exports to Cuba rose from $45,000,000 in 1934, the year of the agree-
ment, to $92,000,000 in 1937, while or shipments to the Philippines
in the same period went from $47,000,000 to only $85,000,000. But
in 1938 our exhorts to Cuba fell to $76,000,000 while shipments to the
Philippines Went to $86,000,000, thus giving a higher increase than
that in our exports to Cuba. Exports to som other nontreaty
countries increased more sharply than did those to Cuba.

The reason thlat our exports to Cuba should have responded to our
trade treat y lies in the fact that we reduced the duty Oil Cubln sugar
fromt 1%~ cents p)01 pound)( to nine-tenthis of it, ceint per potnid, and
because stigar is the priincil)al Iproduct of the island, and the ntd
States; is t important market for sugar from Cuba, even though, a
quota limitation was placed on the imports. In probably no other
case was the duty reduction granted by the United States so great a
factor in the particular foreicai countries total economy.
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As for the remainder of the world there is no possibility of attributing
to the trade-treaty program increased exports to trade-treaty countries
which cannot be matelied by equal or greater increased in exports to
nontreaty countries if the comparison is made from the year particular
treaties went into effect through 1938, which is the latest year for
which detailed statistics are available. In those instances where the
exports to trade-treaty countries may be compared with exports to
adjacent nontreaty countries, measured from the year in which the
specific treaty went into effect, the results are very striking an~d show
graphically the utter failure of the trade treaties to set off the treaty
countries from the nontreaty countries. Charts which show exports
to adjacent countries where one has entered into a treaty and the
other where no trade treaty exists, demonstrate the parallel trends
and tell the story. In many instance; exports to the nontreaty
,countries increased to a greater percentage than those to adjacent
trade-treaty countries.

These facts once more show with compelling force that reduction
of our duties does not in general determine trade movements. It
demonstrates again that our tariff level was not too high; for, had it
been too high, a reduction in the duty should have been reflected in
heavier trade. This was not the result obtained with respect to our
trade as a whole, compared with other periods of our history, nor with
respect to our trade with trade-treaty countries. Since the trade-
treaty program went into effect only a normal expansion in our trade
has taken place.

The CHaRM ,N. You have now taken over 40 minutes, Mr. Well.
Mr. Wov. Is it your pleasure that I should stop?
The CtiAJIMAN. It is the pleasure of the chairman. You ,Said that

you would would take 40 minutes, and there moy be some questions
asked you by merabers of the committee.

Senator 1<1NO. How 1mch longer will you require? I have not had
the pleasure of hearing ill of your testimony.

Mr. WoLL. I think it will take me 10 or 15 minutes more. I want
to be accomniodatiag to your wishes.

The CHAIRMAN. And I want to be accommodating to you too, Mr.
Well. Mr. Well was on the calendar for Saturday morning of last
week, ind at his request, through a friend, we put it off until today,
and 1 had understood talt he would take about 40 minutes. We
have a long calendar here. There are five witnesses today oi this
Calendar andi we must adjouln in time to attend the session of the
Senate today which involves the consideration of an important bill
ihis afternoon-

Senator CLnItK (i)terposing), There are two extremely important
bills before the Senate.

The CH.AIIMAN. We have kept ui) with the calendar thus far, I
0do not want to inconvenience anybody, but it seems to me that if

you could put the balance of your statement in the record and submit
yourself to questions, it would be much better for the orderly conduct
of this hearing.

Mr. WeL. May I have, 5 minutes More? I shal let the balance, of
the paper go in, but I am sorry that I cannot read the conclusion,
which is the s umumry of that, but in addition to tie paper which I
prepared, there are some other questions not dealt with in that pl)per
which relate to the question of the termination of the agreements and
slightly touched upon.
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Apparently if this power to negotiate reciprocal-trade treaties is

extended for 3 years and 6 months, then of course agreements may be
made to the very end of that period, which will extend that period
again for 3 years longer. Whether Congress is willing and ready to
abdicate that power during all that period of time is best answered
by the Congress itself.

Then, of course, there comes in the question of who has the power
to terminate these contracts, and I understand that Congress would
not have the power. That is my understanding. And it is intended
that the State Department or the President be given authority to
increase or decrease tariffs upward or downward 50 percent. It should
be understood that if we take 100 percent as a standard, to reduce
them 50 percent would mean a reduction of one-half, and to increase
them 50 percent would bring it up to one and a half, thus giving a
value of 100 percent to administrative authorities in fixing rates that
should obtain. Certainly that cannot be considered an adninistra-
tive function, btit is a legislative function. The validity of this con-
tention is best illustrated by saying that should Congress give to the
President the right to lower or raise tariff rats not 50 percent, but
75 percent or 90 percent, we could clearly see the fallacy that this is
not a treaty-making power but purely an administrative act.

Senator KiNG. s that point covered pretty fully in your brief?
Mr. WOI.L. It is not.
Senator KING. I would be very glad if you would submit an addi-

tional statement discussing those legal questions involved there.
Mr. WOIL. I have not touched upon the constitutional point here,

but I agree fully with what Senator Wagner said in 1929 that even
the Supreme Court did not clearly indicate that these trade treaties
were constitutional.

Then I was very much interested in the presentation of the Secretary
of State, and particularly the conclusion that if Congress should reserve
the right for the Senate to ratify these trade treaties, as of right they
should do, that then the whole system as presented by him will fail
and all of the peace arguments will vanish. That argument sounded
to mei a great deal like a Hitler pronouncement, not having faith in
democracy and not trusting the Senate in dealing with international
affairs. ill other words, the State I)epartment must deal with these
matters wholly and solely and alone, and our parliamentary pro-
cedures must be swept aside or else we can no longer be assured of
peace in our international relationships.

Those are some of the additional points that I wanted to present,
in addition to the paper.

I thank you very much.
The value of domestic manufactures according to Census Bureau

increased from $30,557,000,000 in 1933 to $60,710,000,000 in 1937.
In the same period exports rose from $1,674,000,000 to $3,349,000,000.
The increase of each was virtually 100 percent. Exports merely
followed the trend of recovery which was world-wide. In 1938 the
Federal Reserve Board's index of industrial production in the United
States fell to 86 from a level of 110 in 1937. Imports fell from
$3,009,000,000 to $I,949,000,000. Industrial activil. in foreign
countries (lid not decline as much as they did in the l united States.
Preparation for war l helped to sustain industrial activity abroad.
According to the Yearbook of the International Labor Office in(lustrial



554 RECIPROCAL TRADE AGREEMENTS ACT

production in the United States declined from 92.2 in 1937 to 72.3 in
1938, while the world, exclusive of Russia but including the United
States, showed a decline from 104.2 to 92.9. Were the United States
omitted the decline would obviously have been less, or about 10 per-
cent. If we now look at our exports in 1937 and 1938 we find a decline
from $3,349,000,000 to $3,094,000,000, or slightly less than 10 percent.
This is another remarkable correlation and again illustrates the lack
of effect of the trade treaty program on our exports.

It is difficult to know from how many angles the lack of effect of this
program on our exports must be shown in order to make an impression.
Even the decline in our imports in 1938, roughly from $3,000,000,000
to $2,000,000,000 after most of the trade treaties had been in effect
longer than a year did not mnoddeate the claims of the defenders.
It merely blinded them a little more; and blindness stands them in
good stead.

Auto exports drop 31 percent.
Tle automobile industry is often cited as an example of the benefits

obtained through the trade treaty program. United States exports
of automobiles and trucks, including foreign assemblies from parts
produced in the United States, since 1932, have been as follows, in
units-source: Automobile Manufacturers Association:
Number exported: Number exported- Coiit in ted:

1932 ------------------ 120, 239 1936 ------------------ 346,067
1933 ------------------ 176, 583 1937 ------------------ 475, 914
1934 ------------------ 310,522 1938 ------------------ 325,942
1935 ----------------- 334,841

From these figures it cal be seen that exports increased sharply
after 1932. By 1934 the exports had increased 158 percent, and by
1935, 178 percent. In other words, before the effects of the trade
treaties could make themselves felt, exports had already recovered
very sharply. Exports in 1938 compared with those of 1935 show a
decline of 3 percent. Exports i) 1937 were higher than those of 1935
by 42 percent, it is true, but the foreign market dill not hold. Unit
exports dropped 31 percent from 1937 to 1938. If there is merit in
exporting more automobiles and trucks, it, is difficult to understand
wherein the trade-treaty program may be credited with any contribu-
tion to the results.

The percentage of automobile and trock exports to factory sales in
the United States are shown in the following table-from 'tie same
source, Nutomobile Manufacturers Association:

Percet exports bear to United States factory sales

1932 ------------------------ 8. 7 1936 ------------------------- 7.7
1933 ------------------------- 9. 1 1937 ------------------------- 9. 8
1934 .---------------_------- .112 1938 ------------------------- 13.0
1935 ------------------------- 8.4

Herle we see again he1V exports increased before the trade-treaty
program went into effect. In only I year, namely, ill 1938, was the
percentage of exports higher in relation to domestic factory sales thal
in 1934 when the trade-treaty law was enacted.

Thus, whether we compare unit sales or percentage of exports to
domestic sales, we find that the trade-treaty program cannot be
credited with the increases rocecded since 1932. In both instances
most of the grotud had been recovered before the trade treaties nade
themselves felt.
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What becomes then of the claim that employment in the automobile

industry was stimuhllate(l by the trade treaties? Can anyone truthfully
say tht a hundred additional jobs were created in the automobile
industry by the operation of the trade-treaty program? No such
claim could be substantiated stttisticalv. Exports go lip or down in
relation to the domestic an( world-wide'levels of prosperity. Ii 1937
dlomestic production in nearly all lines was on the highest level of
any post-depression year; an( so were exports. Automobile
trucks were no exception. In 1938 the level of production declined
sharply; and again automobiles and trucks were no exception. Also,
once more, exports of altomobiles1 and trucks as well as total exports
declined; although as previously pointed out, total exports di(l not
decline as much as domestic production because industrial activity
in the rest of the world, because of war-industry activity, did not
decline so much as in the United States.

From 1930 through 1937 alone the American people have spent
more than eight billions of dollarss in the construction of highways.
rlhis vast outlay, with tile expendil ures of previous years, created the

greatest market in the world for the products of the American auto-
mobile industry.

The American automobile producers have been among the principal
proponents of the trade-treaty program. Great stress has been laid
oil the possible opening in foreign countries of additional outlets for
American automobiles and trucks. We are led to wonder what
further subsidies the American automobile industry will require or
under what condition will they be satisfied?

With many thousands of jobs of American workers transferred to
workers in foreign countries, through our entry into fro(le treaties,
with the benefits of the Fair Labor 'Standards Act nullified, with the
purchasing powers of many thousands of America's workers greatly
reduced, with additional billions required yearly to provide for those
unable to secure employment, a lesser expenditure for highways surely
would not be helpful to the American automobile industry.

The higher wage level existing in some of the export industries is
sometimes pointed to as of special significance. The fact is that the
industries selected for comparison are mass-production industries
which are highly mechanized and as a result have a comparatively low
percentage of labor cost. In addition these industries are not sub-
jected to low-wage competition from abroad. There is, therefore,
every reason why such industries should pay relatively higher wages
quite irrespective of exports.

We may turn now to some other considerations. One of these is
the matter of the most-favored-nations clause. These trade treaties
are referred to as reciprocal trade treaties. The fact is that we have
made duty reductions which are almost world-wide in their application
whereas tle reductions which we have been accorded or promised in
return are restricted to the countries making direct agreements with
us. If there are any exceptions to this we have not heard of them.
Only if other countries should make treaties among themselves all
around, and not with us, so that we would make no concessions in
return, would we receive free benefits from the other countries as
they are now receiving from us. The other countries, however, are
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not making such agreements and as a result we are in the position of
giving away our market to third countries, that is, countries not a
party to particular agreements, without exacting concessions in re-
turn. This is a means of lowering our duties in general but it is not
reciprocity nor does it meet the usual conception of bargaining.

It is sometimes stated that the trade treaties and foreign-trade
activity in general lead to increased railway-freight activity. This
contention overlooks the shorter haul which export freight requires
compared with domestic goods destined for domestic consumption.
Cotton, for example, one of our heaviest exports, is produced largely in
States lying or) or near the South Atlantic or Gulf coasts. Wheat
moves largely by the Great Lakes or through Gulf ports if the exports
are from Texas, Oklahoma, or Kansas. Apples are produced chiefly
in Virginia, Pennsylvania, and New York, in the East, and in Oregon,
Washington, and California, in the Northwest. Fruit camories are
located predominantly on the vest coast. Canned salmon anid tuna
are seacoast products. Tobacco is produced largely in North Caro-
lina, Kentucky, and Virginia. Packing-house products are located
near the Great Lakes or on or near the Mississippi. Petroleum is
moved by pipe lines. Cottori goods are manufactured predominantlyin New England and ill North and South Carolina antd Georgia.
Aircraft is manufactured largely in southern California, Washington,
New York, Connecticut, and Maryland. Coal comes from Pennsyl-
vania and West Virginia. Autoinobiles are manufactured largely
around Detroit and the Great Lakes.

These various products embody our principal exports and in no
instance is a long rail haul involved in moving the bulk of the ship-
Itientct to export poiltL. On the other hnl, in distributing these and
numerous other products to consuming centers throughout the
United States, numerous long hauls in addition to short hauls are
required. Ocean shipments of varying distances must be added to
inland transportation in the ease of exports with the result that heavy
goods must come from points comparatively near the water snipping
points.

As for imports, it. is generally true that if they are competitive with
American goods and are bulky in character, they do not usually move
far inland, but concentrate their competitive effects iti sections near
the importing centers. Among sith products may be mentioned gass,
cement, milk, lumber, cattle, coal, petroleum, fresh fish, and so Forth.
Imports which are high in value compared with bulk penetrate the
entire country even in the face of domestic competition, but by their
very nature such goods do not give rise to mitch freight tonnage.
Precious stones, watcies, scientific instruments, perfumes, lace, pot-
tory, pharmnaeeuticali and drugs, oriental rugs, essences amid extracts,
wines and liquors, spices, nuts, amid furs tare inport.i of this type.

Among our heaviest imports are wood pulp and pulpwood, fertilizer,
newsprint, sugar, bananas, coffee, rubber, cocoa beans, copper ore,
copra, palm oil, tapioca, tin, carpet wool, anti so forth. But these
articles, with the exception of sugar, are on the free list and are not
subject to duty reductious.

(The editoriil appearing in Labor, referred to in Mr. Woll's testi-
mony, follows:)
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[LABOR-A National Weekly Newspaper, Washlagon, D. 0,, January 30, 19401

ABour RECIPRoCAL TRADE T EATIES

GOOD THING TO BROADEN FOREIGN MARKETS, 'PITT OUR PiIOSPER[TY DEPENTS 1,N

BUYING POWER OF OU.' OWN PEOPLE

During tire next few weeks we are going to hear a lot about President Roosevelt's
reciprocal trade treaties. So it behooves ts to give the subject a little dispas-
sionate consideration.

Reciprocity in foreign trade is not a new idea. Such outstanding champions
of a high protective tariff as James G. Baine and William McKinley, both
Republicans, were advocating it 50 years ago. However, their scheme was quite
different fronr the one now advanced by President Roosevelt and Secretary of
State tull.

The Blaime-McKinley idea was that we should "swap" with one country at a
time, saying in effect: "If you will give our products special preference in your
markets, we will give your products special preference in our markets."

The Roosevelt-Hull proposal is that when we consummate such a deal with one
country, we shall immediately grant the same concessions to all other countries,
even if they do not give irs any concersions in return.

That sounds decidedly queer to the average citizen, but Secretary Hull points
out that it was President Harding and his Secretary of State, Charles Evans
Hughes, now Chief Justice of the Supreme Court, both Republicans, xvluo estab-
lished "th0 most-favored-nation policy" back in 1923.

Under the Harding-Hughes plan any nation which treats our products exactly
as it treats the products of other nations receives the same treatment from us,
even to the extent of giving it the benefit of any reciprocal trade agreement we
may make with other nations.

We have been operating under the Roosevelt-Ihtll policy for 6 years and now
Congress is being asked to extend the law for 3 years more. Hull says it has
worked well despite the unsettled conditions throughout the world. His oppo-
nents maintain that while it may have benefited some lines of business in this
country, it has injured others, and the nations which have rrade no concessions to
us have benefited most of all.

Each side submits a mass of figures to sustain its contentions. Even tire
experts can't agree on the interpretation of those statistics The ordinary citizen
who attempts to wade through the maze of clai.is ancd omiterclainims emerges
sadly bewildered.

Mr. Hull conscientiously believes that the prosperity of this country and theLeace of the world depend, in large measure, on the removal of tariffs and other
arriers which block the free flow of commerce between nations. His foes say

his theory is all right, but that if Uncle Sari attempts to do the job in the way
proposed, lie will wind tip by being a sort of international "goat."

Labor recognizes the value of foreign trade ard the desirability of removing the
restrictions which now harass it, but frankly feels that Mr. JHrll overerupiasizes
tire importance of our dealings with other nations. That does not niean that his
reciprocal trade plan is bad. Cti the contrary, it undoubtedly has many virtues.
But Labor is convinced that American prosperity depends on the volume of
domestic trade, rather than the volume of foreign tranie.

We export about 8 percent of the things we produce. The remainer, 92
percent, mst be consuinlied here at, house. A 10-percent increase in the birying
power of the American people would (10 irrore to stimulate bursirHess in tins country
than any deal we could possibly make with foreign countries.

Mr. WOLL, If the competitive dutiable imports were produced in
time United States, railways would emijoy greater ton'age tha they
obtain through carriage of exports of equal volume for the reasons
already cited. As for the noncompetitive items, they are mostly
on the free list rnd do not enter in greater or lesser quantities because
of the trade-treaty program.

It is a lcgiialirte question to ask why extension of-thIr trade-treaty
program is feared, if it has not led to any appreciable increase in
imports. In the finst [ilace, we know that specific labor elements
have been injured by existing trade treaties. Specific losses in some
industries have possibly been offset by gains in others. Without !any
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net gains appearing in the results as a whole, injuries and losses have
none tile less been experienced. What the Nation gains by possibly
benefiting a few mass-production industries, such as the automobile,
office appliance, fruit canning, and parking industries, at the expense
of others, it is difficult to see. So that one industry may possibly
but not certainly export more, ot hersi are called on to suffer keener
foreign competition.

In tie second place, imports which concentrate their competitive
effects :- certain markets demoralize domestic prices and depress
wages. lie percentage of imports to domestic production as a
whole often gives a totally misleading impression of the triviality
of the effects produced. Imports that may appear trivial when
conl)ared with total domestic production mty bear heavily upon a
limited section or may rel)resent a considerable percentage of i
particular class or division of a wider line of goods.

In the third palace, the trade treaties do not lend themselves to the
flexible range of action required to meet the exigencies of war conli-
tions and are particularly ill-adapted to meet the requirements of
post-war liquidation and readjustment.

InI the fourth l)lace, the trade treaty program makes it more difficult
for donlestic industry 'to meet the provisions of the Fair Labor Stand-
ards Act whereby not less than 30 cents an hour must be paid and work
limited to 42 hours per week unless overtime is paid. The Asiatic
Exclusion Act was not passed because we consider the orientals
undesirables but because of the low wages they are ready to accept.
The effect is much the same when we accept their goods manufactured
in the Orient without duties to compensate the 'difference in wage
levels. The same holds true of our restrictive immigration laws. As
we reduce our duties we approach the nullification of both acts. The
intent of Congress will have been nullified by executive action.

Finally it is in order to point out that a 3-year extension of the
trade-treaty program may operate to extend some treaties as much
as 6 years. A treaty renewed toward the end of the proposed 3-year
extension would run 3 more years and could not be terminated by act
of Congress. Only the President could denounce any given treaty
and a 6 months notice is provided in the treaties before abrogation
can be effected. In 6 months a great deal of economic damage may
be inflicted upon, the employment opportunities of American workers,

We find no support for the lowering of duties in the foregoing facts
nor any reason for extension of the trade treaty program. If, on the
other hand, it is the will of the elected representatives of the people
to seek further reductions in our tariff, we ask that these representa-
tives ratify the reductions in conformity with the constitutional
provisions regulating the Nation's entrance into treaties. So that a
fair hearing may be obtained by those who may be deprived of em-
ployment and a livelihood through further duty reductions, we ask
that all trade treaties be ratified by the Senate.

Further, we ask that a limitation be imposed providing that com-
petitive imports of workers in foreign countries be denied entry into
American markets at total landed costs, tariff duties paid, which are
less than American costs of production ot wholesale selling price of
products of American workers when such competitive products of
American workers are commercially available.
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The annual reports of the Director of the Bureau of Foreign and

1)omestic Commerce for 1921 and 1922 are filled with instances of
rejection of imported goods, canceled orders, distress sales, and
similar difficulties. A compilation of quotations from these reports
has been made, and we offer them for the record.

(The same are as follows:)
From annual reports of the Director of Bureau of Foreign and l)oietic

Commerce to the Secretary of Commerce, for the fiscal years ended June 30,
1920, and June 30, 1922:

COPENiIAOEN

"When the armistice was signed the Scandinavian countries possessed great
financial wealth, but, as a result of the strict blockage which was in effect during
the war, they were in great need of every class of goods, Large orders were
ronptly placed for goods that were intended to be sold ill Germany, Russia, and

Finland as well as Scandinavian countries. In a short time, however, the htge
imports that had accumlated in the large ports, especially Copenhagen, could
not be disposed of, and a commercial atid financial crisis was reached. This
caused the rejection of numerous shipments, and the commercial attach received
many requests for assistance in adjusting trade disputes." (1. 22.)

BRtAZ[IL

"The work of Commercial Attach6 Julius E. 'hilippi at Rtio de Janeiro for the
year 1919-20 consisted principally in clearing away the difficulties arising from
the distruhed conditions following the armistice. Great quantities of goods had
been accumulated at New Yorlk for oxporation to Brazil, representing orders that
had been placed during a period of more than a year. Some of them, in fact,
had beeni forgotten by the Brazilian importers, who in their efforts to secure
Kupplic.s, despite the restrictions on shipping and the export licenses, had given
orders to anyone who would take them. As soon as space became available all
exporters wished to forward their goods at once. As a consequence many
Brazilian houses found Illemselves unable to accept such large quantities of
merchandise," (P. 25.)

IICO CITiY

"'Tle office of the Comonercial Attach6 in Mexico City was established in July
1910 when Edward '. Feel, who for 9 months hald been making investigations
in Mexico as a trade commissioner, was appointed commercial attach6. One of
his first Opprtaiities in his new post was the call for assistance from American
firms whose orders in Mexico had been canceled because of falling prices." (P.
26.)

Fromn annual report of the Director of Burean of foreignn and Domestic Coiim-
merce to the Secretary of Commerce for the fiscal year ended June 30, 1921.

''"lie subseqmenit cessation of nitrate smles, bring ing with it it fall of Chilean
exchange, caused many cancelations and failures, with the result that during the
autumn tile attached' efforts were principally devoted to adjusting clainims and
collecting disputed accounts." (P. 29.)

AUSTRALIA

"Tle main work of the trade commissioner hias consisted in assisting in the
adjudication of numerous disputes arising out of repudiation of drafts; In help-
ing local importers of American goods to obtain means of remitting funds out-
side time banks." (P. 38.)
"In addition to these three main causes for the collapse of Latin American

exchange there is a contributing cause in the embargoes established by various
Latin American countries on time exportation of gold. The lifting of these em-
bargoes, now in effect in Argentina, Brazil, Urunuay, Peru, Cuba, and Mexico,
would have at least a temporary salutary effect.' (P. 125.)

BRAZIL

"A movement of decline in Brazilian business was well under way during the
last months of 1920, and no improvements had appeared by the close of the flseal



560 RECIPROCAL TRADE AGREEMENTS ACT

year. Pending a rise in the value of the milreis the market was virtually stagnant,
with local houses making only indispensable purchases. In February 1921,
$12,000,000 worth of American merchandise lay in the Rio do Janeiro customs
and on harbor lighters, and removals from this stock have been more than coin-
pensated by later arrivals." (P. 131.)

CHILE

"During the latter part of August business disturbances set in which continued
throughout the remainder of the year. Importers of foodstuffs such as sugar and
rice were seriously embarrassed when those commodities suffered a sudden fall in
value. Heavy losses were sustained by holders of large stocks of wool, hides,
copper, textiles, and other staples when prices fell, while reports of further reduc-
tions in foreign manufactured articles made importers and consumers reluctant
to purchase. The fall of Chilean exchange occasioned by the cessation of nitrate
sales continually advanced the value of the dollar and resulted in numerous can-
cellations of orders and refusals to accept merchandise, as well as in the failure
of many business houses with insufficient capital." (P. 132.)
"The amount of unclaimed merchandise was not so large at the end of the year,

because of the uniform method of the banks in retiring unaccepted merchandise
from the customhouse and selling the goods to the best advantage." (Pp.
132--133.)

From annual report of the Director of the Bureau of Foreign and Domestic
Commerce to the Secretary of Commerce for the fiscal year ended June 30, 1922:

CUDA

"The rights of American shippers in the matter of goods value at $68,000,000
to $80,000,000--caught in Cuban port congestion anl commercial depression-
were maintained and safeguarded through the unceasing efforts of the commercial
attache's office at Habana, acting in close cooperation with the American Depart-
ment of State. This was one of the most complicated and arduous tasks per-
formed in recent years by Government representatives in Latin America, and the
adroit and successful handling of the situation has called forth expressions of the
warmest commendation." (P. 4.)

"The most significant service of this type rendered by the bureau during the
past year was in connection with the heavy accumulation of undelivered American
goods at Cuban ports. This situation arose when goods ordered during the
boom-time period were delivered and the consignees found it difficult to accept
them because of the depression which had In the meantime set In, particularly
the drop In the price of sugar, the principal Cuban export product. In the
effort to relieve the congestion on the wharves, docks, and lighters, the unde-
livered goods were consigned, at the direction of President Zayas, to a large
number of bonded warehouses of various descriptions, many of them hastily
created for this purpose. In the process of decongestion of the ports. involving
some 340,000 packages, the exact location of particular shipments had not been
carefully recorded, making it difficult later to get at such shipments as it was
desired to clear.

"The situation was meanwhile complicated by the fact that the usual period of
6 months allowed, under the Cuban customs regulations, for the clearance of
imported goods had expired, and this fact rendered the whole accumulation of'
goods possibly subject to forced sales by the customs authorities for customs and
storage charges. Realizing the great danger of a resulting break in the whole
Cuban market, which would incidentally make the situation more difficult for
such Cuban concerns as endeavored honorably to accept shipments and meet
obligations, the commercial attach at Iabana secured the issuance of a decree,
on IDecember 5, 1921, permitting imported goods which had not yet been cleared
through the Cuban customs to be returned to the port of origin within a period of
120 (lays, witlmw.t requiring the payment of duty. The uncertainty as to where
goods were located made it impracticable for concerns to avail themselves of this
privilege, and, through the intercession of the American eharg6 d'affaires and
commercir, attach, the Cuban Government granted the insurance underwriters,
Involved in the major part of these shipments, the privilege of carrying through a
thoroughgoing inventory of the goods stored. In order to allow for this to be done,
it was necessary to request a further and protracted period of grace from the
liability to forced customs sales.

"The final decree granted by President Zayaes extended the period of re-export,
without duty, to August 31, 1922. Meanwhile, iopregentatives of the under-
writers, working in cooperation with the Cuban customs officials and the eoin-



RECIPROCAL TRADE AGREEMENTS ACT 561

mercial atlachd, began a listing of the goods stored in every warehouse using the
customs records wherever adequate. As the results became available, the records
were transcribed, and, through cooperation between Acting Commercial Attach6
Jones, at Habana, and the foreign tariffs and Latin-American divisions of tie
bureau, at Washington, the American concerns indicated as the original owners of
shipments were notified as their packages were located in the course of the in-
ventory. Concerns were advised in each cae as to the courses of action open
to them, under the concessions secured through the joint efforts of the Depart-
ments of State and Commerce, and the assistance of the office of the commercial
attach at tHahana was offered to the representatives of the individual concerns
in securing prompt clearance of such goods as it was desired to re-export. More
than 1,00 such warehouse listings were sent out to individual concerns in tle
United States, through the division of foreign tariffs at Washington. In several
hundred of these cases no address was indicated, and this fact involved con-
siderablo effort in endeavoring to identify the possible shippers in the United
States with the incomplete and illegible inscription derived from the Cuban
records.

"These organized efforts on the part of the Department of Commerce, supported
in the diplomatic phases by tin I)epartment of State, resulted in active steps
being taken by a large number of concerns toward the disposal of their goods hld
in Cuba, and have opened the way to a rapid clearance of the undelivered g ods
that had accumulated in the Cuban ports during the last 2 years." (P. 16.)

VLADIVOSTOK

"Similar to the Cuban bonded-warehouse situation was that which developed
at Vladivostok, where had accumulated quantities of goods of various origin
shipped during a period of years, which, because of the disturbed conditions,
had not been taken up by the original consignees. Under the law, merchandise
hold at the customs for more than 1 year, without the payment of duty, could be
sold at public auction. Action in this direction had already begun when Trade
Commissioner Mayer obtained from the Vladivostok authorities a respite and a
concession allowing undelivered goods to be reexported simply upon the payment
of a 10 percent export tax." (P. 17.)

ARGENTINA

"One of the most important and difficult tasks undertaken by the office was the
determination of the quantities and values of merchandise left for account of
American manufacturers and exporters in the customhouse at Buenos Aires."
(P. 81.)

SERVICES TO GOVERNMENT AND OTHER OROANIZATIONS, STATE DEPARTMENT

Particular mention should be made of the prompt and effective assistance of
the State Department, and its representatives abroad, in the solution of time
difficulties In connection with the Cuban warehouse situation, arising from the
heavy accumulations of undelivered American goods." (P. 21.)

OUTSTANDING ACTIVITIES DURING FISCAL YEAR

"Plans were furthered for the disposal of rejected American merchandise In
South American ports and In Cuba in cooperation with other divisions, an in-
ventory of such merchandise was effected and permission for its reexportation
obtained from the Cuban Government." (P. 88.)

Mr. WeLL. Thus we see two results of the World War for which
the State Department might prepare. One is a sharp increase in
imports of competitive goods, that is, manufactured foodstuffs and
finished manufactures; and the other, lending of assistance to our
foreign representatives to clear foreign docks docks and warehouses of
undelivered American goods.

The report of the Director of the Bureau of Foreign and Domestic
Commerce said, to quote further:

"It is recognized that depreciated exchange rate of European currencies as com-
pared to the American dollar raise the price of our products to prohibitive figures
and act as a check on exports to that market."
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Senator CI,ARK. Do I understand that your )osition is that the
country would be better off if the rates of the Smoot-Ifawley tariff
were in force and unchanged?

Mr. WELL. I say this, that tie Smoot-Ilawley tariff rates did not
bring al)out the depression.

Selator CLARK. You say on page 6, "Why then should it be con-
sidered necessary to reduce this level of duties''-- that referring to the
Smoot-Iawley?

Mr. WoL. Yes, Senator.
Senator CLARK. Do you consider that it would be better for the

country as a whole to go back to the system of the Sinoot--Iawley bill
than the reciprocal-trade treaties?

Mr. WELL. Yes; and it is my understanding, and I think that we
will go back to it.

Senator CLARK. I do not care about your prediction, but your posi-
tion, Now, on page 8 of your statement, and the following page, you
make an argument about the Reciprocal Trade Act, and the effect of
your argument is that the reciprocal-trade agreements have been a
detriment to the automobile industry, is it not?

Mr. WoLL. I bring out the facts there that after the war we had a
great many automobiles on our hands and suffered severely. And
might I say in that connection, that the report that was made about
the increased automobiles, unfortunately lumped the exports of
Canada with those of the United States.

Senator CLARK. We had here the other (lay before this committee
an extremely intelligent gentleman who was sent here as the official
representative of the automobile industry, who presented a very strong
argument on behalf of the extension of these reciprocal-trade agree-
inents. Do you think that the automobile industry sent that man
Mr. Budd, down here just out of their own inveterate stupidity and
malice to try to misrepresent the facts and mislead Congress as to what
these trade agreements had done?

Mr . WOLL. The figures quoted in my paper 1re taken front figures
furnished by the Automobile Manufacture rs Assoc nation ii 1lie 1939
edition, an(i if those figures are erroneous, then of course we must
blame the automobiles industry for the erroneous figures given.

Senator KiXN. rhose are the figures put out by the automobile
industry?

I ,r. Worm. Absolutely.
Thu CiiSIMA.bo We fhad some figures put in here, in the record tin

other day, by Mr. Budd.
Mr. NVOLL. May I question what those figures were?
The CTAIRMAN. I think everybody can iead those figut'es.
Mr. WoLL. My figures are taken'fron tie records of the autonio-

bile industry publication, Facts and Figures, the twenty-first edition,
of 1939.

Senator VANDENBERG. I think it should be said for Mr. Wolf that
even Mr. Budd's figures, when they were broken down, I think
demonstrated that the export recovery of the automobile business
was primarily due to the recovery of world buying power.

Mr. WOLL. But the question is made as to my figures, and I say
that the figures are taken from the automobile industry.

Senator CLARK. I did not question your figures. I questioned
some of the remarks that you made about the figures, and I asked

562
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you if it was your 0piion that the automobile industry when they
sent Mr. Budl ,own 1ore to present a very intelligent statement, as it
seemed to me, as to the l)enefits which had been enjoyed by the auto-
mobile industry under the reciprocal trade agreements, were just
acting from some inveterate stupidity and malice

Mr. WOLr,. I am perfectly willing that Mr. Budd analyze My state-
ment on this subject.

Senator DAVIS. Could Mr. Woll's paper be printed without inter-
ruptions in the report of the committee?

Senator CLARK, le was not interrupted.
Senator DAVIS. lie was interrupted by the chairman, and 1)art of

his statement is not ill the record a.t all, as I understand it. I would
like to see it printed in full.

Senator CLARK. The chairman stated that the statement could be
printed in full in the record.

The CHAIlMAN. That consent has been given.
Senator KING. I suppose the Senator is referring to the fact that I

mado on inquiry concerning the limited statement made?
Senator DAVIS. No; I did not mean that. I mean when the chair-

man interrupted Mr. Well to ask him how long it would be before
lie would he through, and lie said about 15 or 20 minutes. I sa.y that
his paper in full should continue right on 0nd be printed in full, and
then after that the remarks and the questions of the other Senators
should appear in the record.

The CHATncwN. The whole statement, Mr. Well, will he printed
in the record just as though you had read it, as I think for somn 40-odd
minutes.

Mr. WOLL,. May I also have the privilege of reading an editorial
from the publication Labor inserted in my remarks, because I wanted
to indicate how the railroad organizations feel on the subject.

Senator KING. As a part of your statement?
Mr. WELL. Yes, sir.
Senator ])AvIS. That ought to be inserted at the ,)lace where you

mention railroad labor here.
Mr. Woi,. My paper is marked in that connection.
Senator VANDENI ERO. What is the attitude of railroad labor

organizations?
Mr. WoLI,. I will read the last paragraph of this- --
The CHAIRMAN (interposing). Whom is that from? Mr. Whitney?
Mr. Wor,,. No; from the, publication Labor.
The CIAIRMAN. It is not in the testimony or an editorial from

any of the members of the four brotherhoods, is it?
Mr. WOLL. It is edited and owned by 15 recognized standard rail-

road labor organizations, including 3 railroad brotherhoods not
affiliated with the American Federation of Labor and represents the
point of view of those railroad labor organizations.

Senator Crm Em. And Labor is the official publication of the rail-
road labor organizations?

Mr. Wom,. That is right. Reading just the last, the conclusion:
Labor recognizes the value of foreign trade and the desirability of removing the

restrictions which now harass it, but frankly feels that Mr. Hull overemphasizes
the importance of our deali)gs with other nations . Tlt doeS' not mean that
his reciprocal trade plan is bad. On the contrary, it undoubtedly has many
virtues.

But labor is convinced that American prosperity depends on the volume of
domestic trade, rather than the volume of foreign trade.
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We export about 8 percent of the things we produce. The remainder, 92 per-
cent, must be consumed here at home. A 10-percent increase in the buying power
of the American people would do more to stimulate business in this country
than any deal we could possibly make with foreign countries,

(The entire editorial appears elsewhere in Mr. Woll's testimony.)
Senator VANDENBERGc. Now will you state for the record, Mr. Well,

what the America's Wage Earners' Protective Conference is?
Mr. WoLT. The America's Wage Earners' Protdctive Conference is

a volmtary organization exclusively composed of soine 22 organiza-
tions affiliated with the American Federation of Labor and directly
interested and involved iu foreign trade.

Senator VANDENBERG. Will you put the list of those 22 organiza-
tions into the record?

Mr. WoLL. I will be very happy to do that.
(The list referred to is as follows:)

Mattlew Well, president, International Photo Engravers' Union.
James Maloney, vice president, Glass Bottle Blowers Association.
John Mara secretary, Boot and Shoe Workers' Union.
R. E. Van horn, treasurer, Cigar Makers' International Union.
James M. Duffy, president, National Brotherhood of Operative Potters, East

Liverpool, Ohio.
Thomas E. Burke, secretary-treasurer, United Association of Plumbers and Steam-

fitters of United States and.Canada, Washington, D. C.
Joseph Giloohy, president, American Flint Glass Workers' Union, Toledo, Ohio.
Rudolph Heinl, treasurer, United Wall Paper Crafts, Chicago, Ill.
John Beck, president, American Wire Weavers' Protective Association, Cleveland,

Ohio.
John Mara, president, Boot and Shoe Workers' Union, Boston; Mass.
Joseph N. Weber, president, American Federation of Musicians, New York City,

N.Y.
R. E. Van Horn, president, Cigar Makers' International Union, Washington, D. C.
John Possehl, president, International Union of Operating Engineers, Washington,

1). C.
L. P. Lindelof, president, Brotherhood of Painters, Decorators and Paperhangers

of America, Lafayette, Ind.
David Dubinsky president, International Ladies' Garment Workers' Union,

Now York, N. V.
James Maloney, president, Glass Bottle Blowers' Association, Philadlephia, Pa.
John B. Haggerty, president, Intersational Brotherhood of Bookbinders, Wash-

ingtoy,, D. C.
Matthsw Well, vice president, Photo Engravers' International Union, Washing-

ton, D. C.
George U. Brown, president, International Alliance Theatrical Stage Employees

and Moving Picture Operators, Washington, D. C.
Joseph E. Mayeur, president, Window Glass Cutters' League of America, Colum-

bus, Ohio.
John F. McNamara, president, International Brotherhood of Firenmen and Oilers,

Boston, Mass.
M. J. Flynn, executive secretary.

The CHAIRMAN. I notice on page 2301 of the House hearings that
the Brotherhood of Railroad Trainmen passed the following resolution
and had it put in the record, unanimously passed on June 2, 1939, at
the Second Quadrennial Convention of the Brotherhood of Railroad
Trainmen, meeting in Cleveland, Ohio-in effect the resolution en-
domed this reciprocal-trade-agreement program.

Mr. WonL. They are not a part of the American Federation of
Labor nor are they associated with Labor.,

Senator CLARK. None of the other trainmen are members of the
American Federation of Labor?

Mr. WoL. No. That is, any of the four brotherhoods.
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The CHAIRMAN. You are not speaking for the American Federation

of Labor?
Mr. WoL,. I an speaking for the America's Wage Earners' Pro-

tective Conference, and not for the American Federation of Labor.
The position of the American Federation of Labor on this subject
has been clearly defined by me in the record of the House hearings,
wherein I presented the resolutions, actions, and letters of the Ameri-
can Federation of Labor.

The CHAIRMAN. I thought you expressly stated tit you were not
speaking for the American Federation of Labor in your testimony.

Mr. WELL. I do say now that I do not speak for the American
Federation of Labor.

The CHAIRMAN. In order to overcome the difficulties involved in
comparisons of trade with agreement and nonagreement countries
resulting from the use of calendar years, the Tariff Commission has
made a study covering the period of actual operation of each of these
trade agreements, an in each of these comparisons the preagreement
period is taken as beginning with January 1 of the second year prior
to the agreement. The period, therefore, covers either precisely 2
years or in the case of those countries with which agreements went
into effect sometimes after the 1st of January of a given year,
2 years plus the additional preagreement months of that year. For
each country, the postagreement figures represent the entire period
from the 1st of the month during which the agreement went into
effect through October 1939. The resulting figures of the trade-
agreement countries are then compared with changes in total trade
with all countries for the same periods.

The analysis made by the 1Tariff Commission was limited to 10
countries, but these accounted for 92 percent of the total exports
which trade agreements had been made before 1937, and for 00 percent
of the total imports for all such countries.

Senator DAVIs. For what years, Mr. Chairman?
The CHAIRMAN. During the life of the trade agreements. I ask

that that be placed in the record following Mr. Woll's testimony.
(Same is as follows:)
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The CHAIRMAN. I have a letter from Mr. Daniel J. Tobin, general

,resident of the International Brotherhood of Teamsters, Chauffeurs,
Stablemen, and IHelpers of America, which I would like to have
printed in the record together with an editorial which is enclosed
with his letter, endorsing this program and asking for its continuation.

(Same is as follows:)
FEaRmUARY 20, 1940.

CLERK OF FINANCE COMMIT'rEu,
United States Senate, D.ashngton, I. C.

l)RAR SIR: The International Brotherhood of Teamsters is deeply interested
in the adoption by the United States Senate of the bill to extend the power and
right to the President and to the State Department to continue the trade-agree-
ment pacts for a period of 3 years, as adopted last week by the Congress. We
favor this legislation because it means more work for truck drivers, and our
general membership believes that it will be helpful to our Government.

I am enclosing an editorial which was written on January 20 and appeared it
the February issue of the official publication of the International Brotherhood of
Teamsters, which was iailed to the homes of 400,000 of the members of the
above-named organization. This editorial expresses the opinion of the member-
ship of the International Brotherhood of Teamsters. I am requesting you to
call this editorial to tile attention of the committee -handling this matter, and
I am asking you to do this in the name of the general monmbership of the Inter-
national Brotherhood of Teamsters.

With very kindest regards, 1 am,
Very sincerely yours, [s] l)ANmr:r, J. TomN, General President.

[Attahmient]

EDITORIAL APPEARING IN FEBRUARY ISSUE OF OFFICIAL MONTIIlY PUIeCATION
OF INTERNATIONAL BROTHERHOOD OF TEAMSTERS

It is our opinion that the trade agreements which have been favored by President
Roosevelt and strongly advocated by Secretary of State Cordell Htull, are a help
our country, our Government, and especially to our international organization.
Trade agreements are not free trade, as has been insinuated by political leaders
who differ with the administration because of political affiliations. Trade agree-
ments, as is stated by some labor men in Washington, are not throwing down ti
walls or barriers of tariff arid establishing a condition which they say will have a
tendency to break down the wage scales of American workers. For instance,
there are some printing trades organizations that claim that a good deal of our
American printing has been sent to Europe, the work done there and brought back
here again, and all this done for less than it would cost to have the same printing
done in America. The reports of the Department of State and Commerce show,
we arc informed, that for every dollar that we in this country expended to pur-
chase foreign-made printing, that is it competition with our goods or our manu-
factured products, Europe has purchased from five to ten dollars' worth of the
sane products. Another example: 400,000 tons of coal similar to anthracite

uame into this country from Russia in 1 year. In the same year our country
exported to other countries 13,000,000 tons of coal. We cannot expect other
countries to buy this enormous amount of coal from us, which is mined by union
miners arid loaded by union longshoremen, arid railroad union men, unless our
country expends som money or purchases something from those countries. I am
informed that the trade agreements in nearly every instance give the United
States the better part of the bargain and that it is entirely and distinctly different
from any such thing as free tariff or free trade,

At any rate, speaking for the International Brotherhood of Teamsters, in which
we are primarily interested, the delivery of foreign goods, such as coal and other
products, has increased our hauling in the different ports of our country. It has
created trucking, arid after all we are deeply interested in increasing our work or
protecting our work as other unions are in protecting theirs. We are also of the
opinion that the trade agreement in which there is only admitted to our country
some of the things that we need in exchange for the purchase of some of the
surpluses we have, that this so-called trade agreement creates a better understand-
ing between the nations with which we enter the trade agreements, and that a
feeling of good will arid closer relationship has been extablished as a result of the
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trade agreements. We have enormous surpluses in our country, especially of
agricultural products and unless we can find a market for those surpluses in other
countries under trade agreements, then you can rest assured the surpluses will
continue to obtain and multiply, thereby reducing the income of those engaged
in the production of those products. If we can sell 50,000 automobiles in France
under a trade agreement, we can very easily agree to purchase from France 5,000
rolls of silk, or some such product. We cannot help thinking that there is some
political prejudice and some personal feeling predicating the opposition to the
trade agreements. We can fully understand that soeni organizations may feel
it their duty to protect their own employment as much as possible, even to tile
extent of injuring other organizations and trades.

There is another side to this question. If we expect to sell our surpluses to
European countries, which we must do in order to have any such thing as pros-
perity in our own country, then we must give them some money to purchase those
surpluses from us, and the only way those countries can have the money is for us
to buy soine of the things that they have in surplus. Before Czechoslovakia
was taken over by the Germans there was an enormous quantity of ladies' shoes
coming to this country, some directly from that country and others through
France. There were certain kinds of shoes coming that we could not produce in
this country, I am informed, because over there they have the skins from certain
animals, such as innumerable young goats, which are not in our country, and
those skins being cured into several kinds, qualities, and colors of kid leathers,
they are able to produce certain kinds of ladies' shoes, especially for evening wear,
which we could not very easily duplicate in our country. This statement can
be verified by the purchasers of ladies' shoes in any of the large stores in our
country, such as Marshall Field in Chicago.

We have at the present time elevators, or storehouses, containing millions of
bushels of wheat which we cannot use in our country and which Europe has no
money to pay for even if they were willing to buy same. The question confronting
the American people is: How are they going to purchase these surpluses if they
are impoverished? We believe that consistent trade agreements, ill which it is
provided that we sell much more than we are required to buy and in which we
will purchase only by agreement some of the things that are not highly competitive
with our country, and in which we caii establish a better feeling and understanding
with those nations with whom we eiter into trade agreements-we are of the
opinion that that is the policy for our Government to pursue, and we trust that
the Congress in this session will pass laws empowering our Government to continue
endeavoring to establish trade agreements.

The CHAIRMAN, I have another letter that I ask to be incorporated
in the record from the International Brotherhood of Electrical
Workers. They endorse this program and ask for its continuation.
The letter is signed by D. W. Tracy, International President.

(Same is as follows:)
FEBRUAnY 28, 1940,lion. PAr lAnisow,

Chairman, Senate Finance Committee,
Washington, D. C.

DEAn MR. CIANAs: May the International Brotherhood of Electrical
Workers, affiliated with the American Federation of Labor, claim a share of the
record of your committee, in its deliberations concerning trade compacts. The
International Brotherhood of Electrical Workers wishes to be recorded in the
affirmative in any canvass of public opinion respecting Secretary 'Hull's trade
compact program. We take this step after due deliberation.

In the present sorry state of the world, any program which tends to accent
better relations as between nations-sentimental relations depend on trade-
should be supported by all men of good will.

It Is our firm conviction that the tariff question, in its bearing on trade cons-
p acts, has been dragged like a red herring across the trail. As a matter of fact, the

riff is not vitally involved. This does not mean that we are opposed to protec-
tive tariffs, or that we are utopian enough to believe in universal free trade, But
our understanding of the Hull program is that it does not crash head on against
tariff walls, but by )asses, by treaty agreements, abnormally high structures.

However, Mr. Chairman, neither the workers, in highly protected industries,
by Increased wages, nor the consumer, in lowered prices, have proportionately
shared in such State subsidies.
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Out of the 50,000,000 men and women classified by the census as gainfully em-

ployed, nine-tenths are engaged In one of the following three types of industry
which are not benefited by tariffs:

TARIFFS DO NOT HELP SERVICE TRADES

First, there are the service trades---occupations which must be performed in
the locality in which the consumer lives. Linemen and powerhouse employees,
repairmen, and mechanics are all good examples of this type of worker. For
them, there is no possibility that imported goods will compete or affect wage
levels, since they are primarily engaged in doing something rather than in making
something. Besides those already mentioned, liinotypers, domestic workers,
retail clerks, stenographers, truck drivers, railroad employees, hotel and restav-
rant employees are important groups of persons whom the tariff cannot possibly
help for similar reasons. Altogether service workers are a group of about
23,000,000 or half of all those gainfully employed.

TARIFFS DO NOT HELP PRODUCERS OF IMMOVABLE GOODS

The second group of workers beyond the reach of the tariff is composed of
those producing goods, but goods of a kind which cannot be moved at all or which
can move short distances at best. In some cases, such as the building trades, no
explanation is required to show why the goods do not move. Before the days of
refrigeration, almost all foods except grains would alsb have fallen into this class,
and even wiL. refrigerated transport available, the bulk of our fresh vegetables,
bakery goods, ,and dairy produce still originates not far from the place of con-
sumption. Regardless of whether imports do or do not affect prices of some of
these products on the seaboard and near boundary lines, the standard of living
of xost of such producers has nothing whatever to do with the tariff.

Coal ininers are in much the same position for a different reason. With the
cost of transportation what it is, goods which are heavy relative to their value
will move only very short distances except by water. For example, the United
States imports a sinall quantity of coal which is almost all consumed around
Seattle and around Boston; in the sante way we export a small quantity (larger
than the quantity imported), chiefly to Canada. Yet no one will contend that
conditions in the coal industry, whether good or bad, can be traced to the effect
of imports or exports upon price. This group of workers n umbers about 13,000,000
or about one-fourth the total. It likewise includes some of the best-organized
industries in the entire country, as well as sone with the highest earnings.

TARIFFS DO NOT HELP Woa1KEnS IN EXPORT TRADES

The third aroup of persons whose wages and working conditions are untouched
by the tariff is that made up of workers Vproducing goods which the United States
exports in large quantity. Since the tariff is a tax on hnported goods designed to
raise the price not only of the import but also of the competing domestic goods,
it is obvious that to have any such effect part of the supply must come from
abroad, or must, at least, have come from abroad prior to the imposition of the
tariff. If, for example, we were to place a tariff on cotton such as constitutes the
bulk of our production it could have no effect-on the price of cotton. We would
lit no case import cotton of the types grown in this country, and the domestic

supply would continue to determine domestic prices. Althought his is perhaps
tite most extreme example which could be chosen, the case is ho essentially different
from that of many goods for which we actually gave tariff rates en the books.
The test of protection must, therefore, be weather the tariff affects the price of the
commodity in question.

By this test, a great many American agricultural products and manufactured
goods are unprotected, among those which come to mind are automobiles, cotton,
wheat, apples, lard, bacon, hams, agricultural machinery, radios, most electrical
apparatus, office machinery (typewriters, calculating machines, cash registers,
etc.), rubber tires, refined petroleum and certain types of lumber. In the martu-
facture of goods of these and a great number of other types, the tariff is powerless
to affect the wages of working conditions of labor. Taking manufacture and
agriculture together, this group accounts for another 7,000,000 out of the total
50 000,000 gainfully employed.

We have now accounted for some 43,000,000 workers In all, surely a large
enough proportion to have more effect upon the American standard of living than
the remaining five to seven million, whatever may be the effect of tariffs upon
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their wages. Some of the 43,000,000 need foreign trade to boost production in
their industries or, in the case of agriculture, to maintain prices, Others of the
43,000,000 in fact thq whole group, have a consumer interest and a certain pro-
ducer interest in the stability or gradual increase of buying power and consump-
tion. But none have the slightest reason to thank the tariff for their jobs, their
wages or the terms of employment which they enjoy. Among the members of
the organized workers in this country, it has been conservatively estimated that
inoro than 4,500,000 out of a total of six-million-and-odd fall into one of these
groups which are in no way benefited by high tariffs. As consumers their interests
are injured by excessive tariffs which raise the cost of living.

What of the remaining 5,000,000 workers, employed for the most part in the so-
called protected industries? If high tariffs raise wage rates, as claimed by high-
tariff advocates, the wages of this 5,000,000 should be above the average for other
industries, In addition, we should expect, to find labor as well-organized, working
as steady hours and finding as steadily increasing opportunities for work there as
elsewhere. These characteristics are, however, almost wholly lacking. Instead of
finding highly desirable types of employment being fostered by our tariffs, we find
some of the very worst industries from the point of view of labor, as well as some
which benefit small groups of workers at great cost to the Nation as a whole.

Under these circumstances, it is a grave question whether labor benefits at all
from the encouragement of these industries as compared with the benefits which
would result from a policy that would encourage other industries better able to
give large numbers of workmen high rates of pay and steady jobs.

The workers in the electrical industry are actually involved in the advancement
of the trade-compact program.

Exports of clectrica noods to 14 countries which grant concessions on some of
these products and with which agreements were in effect in 1938, amounted to
$22,400,000 in 1034 and to $38,400,000 in 1938, representing an increase of 71.4
percent.

Exports of electrical machinery and apparatus to other countries increased in
the same period from $44,000,000 to $63,700,000-an increase of 44.4 percent.
This is concrete evidence of the way in which trade agreements have helped to im-
prove employment and pay rolls in the electrical industry.

Senator JOHNSON. I have a letter from Mr. Mollin, secretary of the
American National Live Stock Association, correcting for the record
some of the evidence. I would like to have that made a part of the
record.

The CHAIRMAN. Without objection, that will be placed in the record.
(Same is as follows:)

MARCH 2, 1040.Hon. F. C. JoIInson,
United States Senator, Senate Office Building,

Washington, D. C.
DXAn SZNATOR JOnNSON: You will recall that when I testified before the

committee, statements were made by others intimating that raw silk and crude
rubber should be considered as competitive agricultural products. I have checked
this matter and find that in the classification issued by the Department of Agri-
culture on November 17, 1930, raw silk and cocoons, and crude rubber-aro classi-
fied as agricultural noncompetitive products.

I would appreciate very much your having this letter placed in the hearings so
that the record may be kept straight.

STATEMENT OF L. 3, TABER, MASTER, NATIONAL GRANGE

Mr. TABUR. My name is L. J. Tabor. I am master of the National
Grange.

In appearningnance committee, I want to make it
clear that the National Grange continues its opposition to the renewal
of the Reciprocal Trade Agreements ACt for another period of 3
years. Before the Ways and Means Committee on the 25th of
January, the views of the National Grange were presented in an
extended brief. To conserve the time of the committee, we but
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re-emphasize some of the compelling reasons why this act should
not 1e continued ,

We oppose the passage of this legislation iii its lrosont form for
six general reasons:

1. Since this act was passed, the exports of agricultural commodities
have been reduced and the importations of competitive farm products
has been increased.

2. The general effect of reciprocal treaties aid the legislation
itself has had a depressing effect on the agricultural price level, and
reduced farm income.

3. This legislation has reduced import duties and customs receipts.
It violates the constitutional provision that revenue legislation should
originate in the House of Representatives.

4. It affects both domestic and foreign commerce, a responsibility
belonging to the Congress of the United States.

5. These trade agreements are in fact treaties and as such violate
the constitutional requirement compelling their ratification by the
United States Senate.

6. With the adoption of acreage limitation for the farmer and wage
and hour restrictions in hlbor and industry, we should not permit
importations from countries whore wages are'lower or hours are longer,
or where the farmers have no limitations on l)roduction.

We Niant to make it clear in the outset that the attitude of the
NationIal Grange on this question is not a matter of recent develop-
mnt. Under a former administration the Grange opposed the
reciprocal treaty program between the United States and Canada, be-
(muse we were tein convinced that it would be detrimental to the best
interests of the American farmer. In 1934, when tbis legislation was
pending before Congress, we registered our ol)I)osition because it
was feared that it would work out to the disadvantage of the American
producers. In 1937 the Grange registered a protest before both the

Iay s and Ments Committee and this distinguished committee against
the extension of tile provisions of the act at that time.

For niny years the National Grange has continuously and unani-
mouslv declared in favor of the American market for tile American
farmerl to the limit of his capacity to supply the same efficiently.

This information is given to emphasize the fact that the.Grange
has always been nonpartisan in its approach to this question,. Our
resolutions tire adopt( at tle annual conventions with delegates
present from the North, the South, the East, and the West.,, And
our position on this question has always been approved in kil over-
whelning manner. For more than 50 years the Grange has led the
fight for tariff justice. Our fathers demnnded tariff for all or tariff for
none. When the Farm Board legislation was being enacted, the
Grange appealed to this body to include the export debenture or some
other method of bringing justice to agriculture. At our last annual
session, held it Peoria, Ill., in November, the Grange again went
on record in opposition to tihe extension of the trade-treaty program
in its present form. We are glad to note that every farm organization
is now opposed to the passage of this act without some type of correc-
tive amendment.

As advocates of the trade-agreements program have placed so much
emphasis on the importance of our export market and have minimfized
the disastrous effects of competitive imports, we feel it necessary to

215171--O0-37
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call, attention to the,ifact that the treaty program has not increased
the percentage that oxr farm exports have to the total value of goods
shipped ,abroad, Ii ,19M the porcentago of agricultural to total
exports was 32.1. After 6 years of reciprocal treaties, according to the
latest data available, our agricultural exports for 1939 were but 21
percentof; the total,, the lowest point in the entire history of the
Republic. ' 1

* On, the; otherhand, agricultural imports remained at approxi-
mately 50 percent of the total in value of all goods imported into the,
United States. This compels a brief consideration of the effect of
agricultural imports and surpluses to this treaty program.

As we really Well aware, thd"su-plus problem has been the ,most
difficult with which American agriculture has been faced since the,
close of the World. War., , In our efforts to solve this question, Con-
gross passed the Agricultural Marketing Act of 1929, the Agricultural
Adjustment Act: of 1931 and, the various subsequent acts that were
passed in this conOtion., It stands to reason that this problem
cannot be solved, but that it will be aggravated,, by importing foreign
surpluses of competitive farm: commodities and piling them on top of
theAmerican, urpluees. , , ,': ,, . .t'..
. ;In appraising, the workings of the Trade Agreements Act from the

standpoint of the farm, population, it will be recalled that in 1932
Mr. Rooseveltmade an address in Baltimore, during the course of
whiehhe declared: .

i know bf no effective excessively high tariff dutieF on farm products. I do not
intend that subh duties shall be lowered., To do so would be inconsistent without
entire farm prograwr,,.and every farmer knows it and will not be deceived.

Nevertheless, the tariff has been reduced on approximately 200 items
coming. under the' agricultural schedule. In numerous instances the
rates have been reduced on commodities of which we have troublesome
surplises. ' While the Surplus Commodities Corporation has been
buying up 'these surpluses in an effort to stabilize the price level, the
Department of State,, in one trade agreement, after another has been
lowering the duties on items that the Surplus Commodities Corpora-
tion has been buying and distributing among families on relief. With
the permission of the' chairman, I should like to insert in the record at
this time a table, giving a list of' 18 selected commodities having a
bearing on this question,

'The CHAiIMAN. I Without objection, that nay be done.
(Same is as ,f1ldws:) ..... "

57,
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Purchase of selected agricultural commodities by the Federal Surplus Commodities
Corporation, and imports of those commodities, fiscal years 1988 and 1939

Imports
Quantity Amount

purchased spot Quantity Value

Apples, fresh, bushels .............................. ,180,847 $4,078,816 52,000 0,000
Beet'l, pounds ............................... ....... 17,859, 250 149.383 1,000

Cabbage, pounds ................................. 152,706,156 1, M02,5 03 33,000 8, 000

Carrots, pounds ............................ 7,612,950 72,370 270,000 8, 0'
Cauliflower, pounds ............................. 703,76 17,98 39,000 1,000
Celery, pounds ................................. 20,391,00 381,384 96,000 3,000
Cheese, pounds ................................ . 3,445,500 478,21' 110,107,000 'A, 584, 000

I ,de n ....................................... 11,310,300 2, 255,6 51,000 10,000

FfI, PM1 Ida .......... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3,677,398 262,08 9 8, 345, 000 00, 259, 00

Orapefult,pounds ......... ................ 188,441,30 2,524,313 12, 703, 000 115, 00)
Orae, pounds .... ........................ 16, 80, 82 319, 480 1771,000 1, 0, 000
Milk, fluid, gallons ................................. 18,440,847 4,229,949 22,000 5,00(
Peas-.

Canned, caes .............................. 884,102 1,427,780 41,610,000 165,000
Dried, pounds ...... ..................... 0,000,000 122,813 4,10, 00 183,000
Fresh, pounds ................................. 77,40 2,808 , 000 223 000

Potatoes, white, bushels ........................ 4,288,457 1657,100 1,444,000
Raisins, pounds ................. - ., , ,2 825,000 0 S2,8000

Rice, milled, pounds ................. .... 8,948,000 4% 137,020 2, 294,000
ToniMoerosh, pond . 20,741,815 4.1,, 120,092,000 2,033,000Ioh po

1'
a ...

2 
0

1
441t .... ..

Wheat cereal, poun ds ........... 106, 60,100 1,042,517 , (1) (1)
Total ............. ............. ... .. 30,479,112 0... ... 2,208,000

I Not available, separately ov
J an. I-june 30. 1 not, seartl $5id toviousls

0 Cubic feet. , i4 Poun d.\ . ': . ,+
sIncludseos u aS,060.,i

Source- Ann Reports of the Fedoral' as s$,esodt1'0 Corporatn .l years 1038 l 1039;
Foreign Creea Markets, Nov. 17, 1930.

Mr. TA it. As table , duei tl fsc years of 938
and 1939, lie Surpl s innd | ion teutT $30,479, 2 in
buying u urpluseso f the n oine it s I I d in the table, D ring
the 2 yea ii quest n, our: ', orts 9 'he, me commodities were
valued at 92,298,00 th ldbj ui~ie ta thesh I ures
apply only the co cities Ist4. th table t which refer.

i tirse, is not all-incluql;o and c Id e be Ien eed.
T a ap 'iove of the a- in dfi y t h d s be pus

Comnodities T~)rporation jfnder the; condij prevaili during
recent years. T ie Grange "iokisu p!pl ted the appropri ens made
by Congress for tia work, But who would go as far to say that
the Government sh'j1% buy up not only our owW'?rim surpluses
but foreign surpluses tl~tv~ ave been linported;,4d live theni awiay?

It is being. continually dd d,+ r i f we want to 'ell
to other nations, we must buy from scin, And that trade is a matter
of give and take. No sensible person will dispute the soundness of
that proposition, which is self-evident. It is well to remember hi
this connection that the United States as the biggest free list of any
nation in the world. • During the calendar years of 1938 and 1939,
61 Pei-cent of all 'our imports entered the country duty frde. It
would seem, therefore' that with the exercise of a little ingenuity and
"Yankee trading" skill, we should 'be able to find an outlet, for some
of our own surpluses without purotiing a policy that results ill good-
ifig our ,markets'wit)h ,omm rdities that we do not need and ofwhich
we already have'more than enough. Certainly we should ake frim
other nati"nS the things that' we need and do not produce at honie.
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That is exactly what we have always done; but, most emphatically,
we should not make it easier for other nations to send us the things
we do not need and of which we already have a surplus.

Labored efforts have been made by the supporters of the trade
agreements program to convince the farmers of the country that they
are being benefited by it, and that our imports of agricultural com-
modities are so small as to render them inconsequential.

Nothing could be farther from the truth. According to official
Government statistics, our imports of competitive farm products for
the fiscal years of 1937 and 1938 averaged $537,198,000 annually.
Let us now consider the acreage of American farms displaced by these
competitive imports. According to the Department of Agriculture,
the average acreage under cultivation in the United States for the
fiscal years of 1937 and 1938 was 341,475,850. The average value of
the crops grown on this total acreage for the 2 years in question was
$5,524,015,000 per annum. The average value of crops grown per
acre was $16.02. By dividing this figure into the value of our com-
petitive farm imports for the period under consideration, it will be
seen that the' acreage displaced on American farr n. was 33,533,000
per year.

The total value of all the farm crops grown in the imperial State of
Texas during 1938 was $302,957,000. During the same year, the
total value of all crops produced in Iowa was $310,166,000. During
1938 the total farm value of all the crops grown in Maine, New
Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut,
New York, New Jersey, and Pennsylvania was only $393,521,000.
The value of all farm crops grown in Missouri, North Dakota, South
Dakota, Nebraska, and Kansas during 1938 was $529,668,000, which
was $7,530,000 less than the value of. the competitive farm products
imported during that year. I want to make it plain that the figures
quoted in this connection refer solely to crops and do not include the
value of livestock and poultry products.

Senator VANDENnEUG. Am I right in assuming that those figures
apply only to competitive products? They do not include rubber,
coffee, and things of that sort?

Mr. TAnmt. They are taken from the Department of Agriculture
as competitive imports, and we have not checked their figures. I
have not thought it necessary to check their figures.

Senator JOHNSON. They do not include rubber.
Mr. TABER. Of course not. Nor spices nor coffee, bananas, or

such.
Senator VANDENBERG. I think it is very important to show that.
Mr. TAnER. The 33,533,000 acres of cultivated land displaced by

competitive farm imports amounts to more than the reduction in
acreage that lis been brought about since 1933 in connection with
the corn and cotton control programs. In the case of corn, the
reduction amounts to 14,171,000 acres. The reduction in cotton
acreage between 1933 and 1938 was 15,230,000, giving us a total
reduction of 29,401,000 acres for the two crops.

Thus we have the spectacle of the Government, under the guise of
soil conservation, paying the farmers of the country approximately
$500,000,000 a year to reduce acreage and production, while per-
mitting and even encouraging competitive imports of farm products
valued at the same amount. I

574
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It is important to keep in mind the fact that our imports are priced
on the basis of foreign costs. Tile import figures (1o not include the
cost of transportation, insurance, and customs (luties. If these
items were added, the total import figures would be much higher,
and the total acreage displaced would also be much greater.

Then, too, it must not be forgotten that competitive imports are
always offered at a lower price than that which prevail at home.
These imports place a ceiling, so to speak, on our price level, render-
ing it virtually impossible for domestic producers to secure prices
commensurate with our higher costs of production and the American
standard of living.

When the trade-agreements legislation was passed 6 years ago,
the hope was held out to our farmers that under this program an
export market would be found for our unwieldy and price-depressing
surpluses. But all the rosy and alluring promises that were made in
this connection have not been fulfilled.

In support of this statement, let me cite the fact that during the
fiscal year ending July 1, 1934, we exported 8,366,000 bales of cotton.
During the fiscal year ending July 1, 1939, our exports amounted
to only 3,605,000 bales, showing a loss of 4,761,000 bales. Roughly
speaking, therefore, our cotton exports have been more than cut inhalf.
During the fiscal year ending July 1, 1934, our exports of pork and pork
products amounted to 705,981,000 pounds. For the fiscal year
ending July 1, 1939, exports of these products totaled 350,372,000.

Our exports of wheat, including flour, increased from 35,000,000
bushels in 1933 to 115,734,000 bushels for the year ending July 1, 1939.
However, most of the wheat we have exported has gone out of the
country under a subsidy and not under the workings of the reciprocal
trade agreements.

The same has been true with reference to cotton during the past
year. Our exports of leaf tobacco showed an increase of 111,700,000
as between the fiscal years ending June 30, 1934, and June 30, 1939.
However, since the outbreak of the new European war, Great Britain,
one of the countries with which we made a trade agreement, which
formerly took the bulk of our tobacco exports, has made arrange-
ments to buy most of her tobacco inl Turkey, so that this export
market will be lost to us.

I might pause to say that we are not blaming any nation which is
fighting for its life; we are simply making a statement of the clear
fact that the Reciprocal Trade Agreements Act has not interfered in
any way with this treatment of us.

Summing it all up, during the fiscal year ending June 30, 1934, the
last year before the reciprocal tariff program went into effect, our
exports of farm commodities totaled $787,343,000. Our agricultural
exports for the fiscal year ending June 30, 1939, amounted to
$682,962,000. This shows a loss of farm exports amounting to
$104,381,000. On the other hand, during the fiscal year ending
June 30, 1934, our imports of farm commodities totaled $828,952,000.
For the fiscal year ending June 30, 1939, farm imports amo.mitted to
$998,616,000. ' This shows an increase in imports of $159 664,000.

In the light of all this, it is difficult to see how it could rationally
be argued that the workings of the trade-agreements program has
been beneficial to agricultur .
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When the Reciprocal Tariff Act was passed in 1934, it was viewed
as an emergency measure and was made self-repealing at the end of
3 years. But it was renewed for another period of 3 years in 1937,
an(l now the proposal is to extend it for another term of 3 years, on
the theory-that we are still confronted with an emergency. It seems
to us that any situation which persists for a duration of 9 years cannot
properly be classified as an emergency, but must be regarded as a
settled condition.

Among other things, the Grange objects to the unconditional most-
favored-nation policy flutit has been pursued in the making of the
reciprocd trade agreements that are now in effect. Tie nations that
are benefiting by our generosity in this connection are not responding,
but many of them are making bilateral agreements among themselves.
Witness the agreement with England which I have just mentioned.

A policy under which we gain concessions from one country while
making concessions to virtually all other countries l)roducinig and
exporting a given commodity places us at a distinct disadvantage.
Moreover, each new agreement we make under this policy, generaliz-
ing tariff reductions to the rest of the world, leaves us with so much
less bargaining power when it comes to making future agreements.

Again, proper steps have not been taken to protect American
interests against foreign currency depreciation under the workings of
these agreements. Thvs is placing us at a further disadvantage in our
foreign trade relations.

Meny domestic producers resent the fact that appeal to the courts
is barred under this legislation by virtue of the provision that section
516-1l of the Tariff Act of 1930 does not apply in matters relating to
reciprocal trade agreements.

N or is it any longer necessary to make fact-finding investigations
regarding the difference in the cost of production as between this and
other countries before changing tariff rates, as was the case under
section 336 of the Tariff Act of 1930.

If this legislation is to be reenacted, it should certainly be amended
so as to call for congressional ratification of any future trade agree-
inents that may be made thereunder. Every agreement we make
affects the revenues of the Federal Government, and it is expressly
provided in the Constitution that all matters relating to taxation
must originate in the House.

Since 1934 we have reduced the duty on imports of sugar from Cuba
from 2 to 0.9 cents per pound. Between September 3, 1934, and I)e-
cember 31, 1939, the Treasury sustained a loss of revenue in this con-
nection amounting to $133,924,000. In the meantime, the retail
price of sugar to the consumer has not been reduced to the extent of
a single mill. The chief beneficiaries have been some of the biggest
banks of Wall Street, which own the major portion of the Cuban sugar
industry.

All this was done in violation of the constitutional pripciple that
revenue legislation must originate in the House.

Viewing these agreements as treaties, which they really are, it is
interesting to keep in mind the fact that in 16 of the 22 countries with
which weave dealt, they were subject to some form of parliamentary
ratification. Those who take the position that the United States
Senate cannot be trusted to perform its proper functions in this con-
nection not only turn their back upon the Constitution, but they
betray their lack of faith in the processes of popular government.
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In closing, I want to say that the National Grange ha, !aith in the

democratic processes; we have faith in the elected representatives of
the people; we have faith in the Congress of the United States; we
have faith in this committee, and when we can make our appeal to
committees like this and carry that appeal to the floor of the House
and the Senate, we will be satisfied with the treatment we receive;
but when we have treaties that affect our very lives and commer.
.cial arrangements that may have an effect on our very future, enacted,
we (10 want the chance to register a protest some place where we can
make it articulate and where we can make it effective.

The CHAIRMAN. Mr. Taber, you were president of the National
(range in 1934, were you not?

Mr. TABEuI. Yes, sir.
The CHAIRMAN, YoU entertained the same views with respect to

the program of reciprocal trade agreements then as now, did you not?
Mr. TABER. Very largely. The Grange then asked that they be

ratified by the Senate. We then asked that that provision be applied.
The CHAIRMAN. You opposed the program at that time in 1934,

and in 1.937?
Mr. 'TABER. That is right. We opposed the same program earlier

under the Canadian treatment.
Tie CHAIRMAN. Let me ask you this, Do you agree after an. in-

vestigation and report of exl)erts with this statement, that the United
States exports of agricultural products to trade-agreement countries
have increased 50 percent, whereas exports of such product's to non-
trade-a reement countries declined 2 percent? . ,

Mr. T ABER. I have not seen those statements.
The CHAIRMAN. This is prepared by the Tariff Commission's 'ex-

perts. You would not say that, they are not accurate, would you?
Mr. TAngIt. I could not say thov are not accurate, but I would

call your attention to several obvious onusions. We, lost quite a
market in Germany and quite a market to the warring nations. You
eliminate that and you will find that those figures would not read
thatway at all. If yot take out the German figures, I will agree with
theseo; otherwise I will not.

The CHAIRMAN. Would you agree with this statement of these ex-
ports who have studied this question--

Mr. TABER (interposing). . am afraid of experts.
The CHAIR14AN. You mean, some experts?
Mr. TABER. That is right. I don't know what figures you have

there, but all I know is the published reports. We accept them as
accurate, and they (to show the figures I have read into the record;
the correct figures we have taken from the published records of the
)epartment of Commerce. 1..... .

The CHAIRMAN. Would you say that this statement is erroneous,
that the United States imports of dutiable agricultural irroducts have
declined to a greater extent than did those agricultural productO which
enter the United States free of duty? , , '': . , , 1

Mr. TABER. 1 have not checked 'those figures, , ! . . . ,
The CHAIRMAN. But you would not take issue with that statement?
Mr. TAiER. Not necessarily without making a study from the

tables that the Department furnish.', , .. , I, , , I ... ,,
Senator KING. I would want to know about the basis of the tftiff

computations. I know that in the consideration 'of a' number, of
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tariff bills, I was not satisfied with the findings of the Tariff Com-
mission.

Senator VANDENBERG. I hope you do not ask me those questions.
The CHAIRMAN. I know what a candidate for the Presidency would

say, of course. [Laughter.]
Senator CLARK. That was in the old days, Senator, that you are

talking about, the Tariff Commission?
Senator King. It is just the same.
The CHAIRMAN. What do you say with respect to this statement,

because I have respect for your judgment and your fairness?
Mr. TABER. I thank you very much, but I want to know where

you get your statements.
The CHIAIRMAN. From the Tariff Commission. Prepared by them

for the years 1935 to 1933.
Senator KING. When were they prepared? For this hearing?
The CHAIRMAN. January, 1940.
Mr. TABR. 1935' to 1938 are not fair figures. 1934 to 1935 are

the only fair figures you can use, because in 1935 we had some reciprocal
trade agreements functioning. 1939 is the last year.

Senator CLARK. Isn't 1935 to 1939 the test figure period?
Mr. TABER, No; it is not, my distinguished Senator.
Senator CLARK. You did not have any trade agreements function-

ing in 1934, did you?
Mr. TABER. We had two or three in effect, and we had several be-

ginning to fiffnction in 1935.
Senator CLARK. For a test period of the Trade Agreements Act,

1935 is the first one you can use.
Mr, TArER. That would be a funny test period after the horse has

reached the first quarter. Nineteen hundred and thirty-four is the
lest year in which there were no tariff treaties operating.

Senator CLARK. I understand that.
Mr. TABER. In 1935, we had some operating.
Senator CLARK. That is the reason we start in with 1935.
Mr. TABER. That is the reason we do not. The horse race has

started.
The CHAIRMAN. I have just put in the record a comparison of the

periods under which these trade agreements operated, and for the
period they have been in operation as to exports and imports for those
countries, and those countries which have not trade agreements.
That is a matter which is in the record, so that people who read it may
see it.-

Mr. TAB R. Yes.,
The CHAIRMAN. Do you agree with the statement that the United

States exports of cotton with trafde-agreemnmt countries experienced a
smaller relative decline than did the exports of cotton with non-
trade agreemefit countries?
, Mr. T AEW. That statement has very little bearing on the fact that
we are supposed to have agricultural surpluses, and cotton is one of
them. I would like to put in the record what lies happened to cotton
acreage and production for all of these years which shows a constant
ddecline Under the reciprocal treaties. Every year we. have had the
reciprocal trade treaties, the total amount exported has declined.
r'iTheOCAIRMAN. Is your organization very strong in the cotton-
growing regions?
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Mr. TAnmi. We have many Grange members in the South, I am

proud to say, Senator. And let me pause to say that there is not one
matter upon which the Grange iN more concerned than the restoring
of the export market to cotton, and I want to chide ny friends on this
side just a little and say that when the Marketing Act was pending, I
received more support on this side of the committee than I did over
here for our export debenture program that would have moved a lot
of cotton at that time.

The CHAIRMAN. May I say that the organizations which are largely
interested in cotton have endorsed this program and asked for its
contain uance.

Mr. TABtER. I am aware that many of them have, Senator.
The CHAIRMAN. We thank you. Does anyone want to ask any

further questions?
Senator HERIIING. I want to ask you, Mr. Taber, approximately

the number of members of the Grange?
Mr. TABER. Approximately 800,000 dues-paying members. We

are organized in 36 States with State organizations. We tire organized
in 6 States without State organizations We have 8,000 local units.

Senator HE RRING. Does that include members of the family?
Mr. TABEI. It just includes the dues-paying members.
Senator HERRING. Are they all farmers or connected with agri-

culture?
Mr. TABER. Our association's constitution requires that they must

be interested in agriculture and have no pursuit in conflict with the
program of the Grange.

Senittor HEIRmING. You don't happen to know how many you have
in my State of Iowa, do you?

Mr. TAliR. About 5,000.
Senator HERRING. The American Farm Bureau have about

1,500,000 in the United States in 39 States.
Mr. TAlIR. Mr. O'Neal's testimony was in the record the day

before yesterday in which lie stated their membership, so I will not
state it.

Senator HEIIRING. He said lie represented 1,500,000 farmers and
members of their families belonging to the organization.

Mr. TABit. That is right. He gave the dues-paying membership
as

Senator HERRINO (interposing). Four hundred thousand.
Mr. TATE it. They have' a family monbership and we have an

individual membership. If you join, we count one number, and if
ou join with your wife, that is two members. We have many me-

berhi)s that are just heads of the family, of course. ,
Senator CAP, EIt. Mr. Taber, I am glad that you are interested

in the problems of the cotton producer. Out in my country we are
greatly concerned about the wheat raiser. What is your observation
now as to the effect of this reciprocal trade program for the' wheat
growers? Has it been of any help to them?

Mr. TABER. We have not seen any help. All the figures we can
get together, Senator, indicate that it was the subsidy, em' as w6 call
it-call it whatever you plcase-whidh was utilized in moving wheat.
It did more to move wheat and more to move cotton-I want to get
this in the record that the subsidy moved more cotton in 3 months
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than the trade treaties moved entirely since they were started, an([
much cheaper.

These tables compiled from the Department of Agriculture statistics
indicate clearly the declining loss of world market for cotton. They
also prove that recent reciprocal treaties are not correcting the serious
situation.

Cotton acreage and domestic exports

Acreage In Acreage in IDomestic
United foreign exports (600-
States c011a1trie s )old baloksm)

Fredepremion period: Acres
1924-25- ....................................... .......... 39, 601,000 41,109,000 8,240,00)
1927-20 ...................--.............. ...... 44,380,000 43, 314, 000 8,207,000
102-27 .......-- -.... -- ----......... ...... ......... -- 4 4,608,000 30,942,000 11, 30,000
1927-2-8--------------------------------------- 8342, 000 39,M75,000 7, 857,000
192-29------------------------------------42,434,000 42, 800,090 8,4t9, 000W)

Average, 0 yours..-----.-...-----------------41,854,000 41,418,000 8,817,9000

Depression arid Farm Board period:
1920--30 ..........-- ----------- .----------------- 43,232,000 43,108,003 7,038,000
100-31 ...........................------ --- 42,444,00 43,006,001 7,1:0, 000
1031-32 .......-- ...................... -......... ...... 38, 7n4, 000 43, 36, 000 9,103, (00)
1932-33- -....-............ ..................... :,- ------ o891, 000 42, 609,039 8,893,000
93-34 ............................... ............ 20,383,000 411,717, 000 7,064,000

Avorago, years- ........................... ....... . 3,931,000 43,770,000 ;,044,000
A. A. A. and trade Agreement period:,

1934-35 .............. ................-- ......... 20. 8 ,000 48 34,000 3,037, O00
1036-36 ...................... ............... 27, 509, 000 r 1, 051, 0O0 6,27, 000
1936-37 ............................. ... .. 20,75,000 155,123, 000 5, 689,000
1937-38 ... -.............................................. :3, 023,003 3,377,002 3 76, 000

Average, 4 years .............. ............ 29, 438,000 353,772, 000 3, 742, 000
18 -39 ...................................................... 24,248,00 2, 72, 00 3,512,00

Senator CLARK. WNell, it is a fact, is it not, that the lncorne of the
farmers of the United States taken as a whole from wheat exclusive of
Government benefits have increased materially? Isn't that true?

Mr. TAitER. This year; yes.
Senator CLARK. Since 1932, we will say, when wheat sold dowti to

23 cents a bushel on the farm out in western Kansas IInder the benefi-
cent Smoot-Hawley Tariff Act with the tariff at 42 cents a bushel on
wheat.

Mr. TAiwaR. There is something more important than that, Senator,
and that is this, that the ratio of prices received by farmers to prices
paid has been only about 75 percent as high during the past 2 years
as it was during the base period, 1909-14. The present figure is 83.

Senator CLARK. What was it in 1932? That was wh1e1 tile Sinoot-
Hawley Tariff Act. was in full flower.

Senator JOHNsoN. The Senator from Missouri certainty.does not
attribute the low price of wheat in 1932 to the Smoot-Hawley Act?

Senator CLARK. I certainly do.
Senator JOHNSON. Was the Senator in the Senate at that time?
Senator CLARK. I was not. If I had been, . would not have voted

for the Smoot-Hawley Act,
Senator SQRNSON. I just wonder what the Senator has ever done to

get rid of the Smoot-Hawley Act.
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Senator CLARK. I voted for the Reciprocal Trade Agreements Act,
which is the only way we could go about and correct that very vicious
situation created by the Smoot-Hawley Act and the preceding tariff
act.

Senator JOHNsON. This is your reason for your support of the
Reciprocal Trade Agreements Act?

Senator CLARK. There is no question on earth about that. Any-
body who favored the rates of the Smoot-Hawley Act is entirely
correct in voting against the Reciprocal Trade Agreements Act.

Mr. TABER. You miss a very great point there, Senator--
Senator KING (interposing). There were a great many who were

opposed to the Smoot-Iawley Act and yet also were opposed to the
reciprocal trade agreements program.

Mr. TAnmit. That is what I want to get to. Mr. Brenckman, our
Washington representative, appeared before this very committee
against many of the excessive industrial rates written into the
Hawley-Smoot bill. I want that to go into the record. That does
not make us turn our backs on our own people now.

Senator CLARK. You are consistent, I will sayi that.
Mr. TAnER. That has nothing to do with the problem of unfair

treatment, and a program that does injure agriculture. I noticed in
your asking some questions about automobiles, and I want to tell
you that I addressed the Detroit Economic Club not so long ago-

Senator CLARK (interposing). So did I.
Mr. TABER (continuing). And I sure faced a bunch of great fellows

and I said to them that the financial boundary line of Detroit extended
to every farmyard gate in America, and that Detroit was more inter-
ested in what farmers could get in America than in Cuba. It takes
Ill tons of Cuban sugar to get a new automobile. It just takes 11
tons out in Colorado.

Senator CLARK. We had that brought up here the other day, too.
Of course, you arrive at, that figure by assuming that all of the revenue
produced in the portion of Colorado which produces sugar goes into
automobiles, and then to arrive at a figure in sugar, you take the total
importation from Cuba of sugar and divide that into the number of
automobiles sold in Cuba, don't you? It seems to me it would be an
entirely untenable theory. I do not wish to take the time of the
committee to go into that, because Senator Johnson and I had that
out the other day.

Mr. TA lER. It seems to me it is a very sound argument.
Senator CLARK. I do not think so. That is a matter of opinion.
Mr. TAnrIt We are talking about the American market for the

American farmer, and we only produce 30 percent of our sugar. I
put a statement in the recordof the House hearings showing where
we lost this $133,000,000, according to the figures of the Tariff Com-
mission, and I also put in the record the price of sugar per pound per
month during the entire period, and while the Treasury was losing
$133,000,000 in revenue, the poor housewife did not save a nickel
because sugar was higher than when the tariff was reduced. The
figures are found on page 1649 of the House record.

The CHAIRMAN. Thank you, Mr. Taber.
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STATEMENT OF ALFRED C. GAUNT, PRESIDENT, MERRIMAC
MILLS, METHUEN, MASS.; CHAIRMAN, NATIONAL ADVISORY
COUNCIL OF INDEPENDENT SMALL BUSINESS

Mr. GATNT. To the members of the Senate Finance Committee:
My appearance is in behalf of myself and my company, a small
worsted mill, which with other large and small is being badly hurt
by the working of the so-called reciprocity treaties.

As chairman, however, of the NationalAdvisory Council of Inde-
pendent Small Business, and vice president of Smaller Business of
America, I am particularly and vitally interested in an angle that I
think has not been presented to you -the ill effect that a renewal of
these treaties will have on the country's small businesses and their
employees.

It is for the preservation and promotion of small businesses and
their employees that I must plead.

It would seem as if the woolen industry had been especially singled
out for sacrifice, although it is an industry predominantly composed
of small units, most of them proprietor operated. As a matter of
fact, 94 percent of the country's 400 woolen testile plants are small
and medium sized businesses. They are widely spread geographically
from Maine to California, and are usually the substantial means of
livelihood in the communities where they are located. They have
had so hard a struggle now for many years that almost one-third of
those in existence a decade ago have failed or gone out of business.
And the further shock of a renewal of these low tariff treaties will
put out of business many more.

Strangely enough it is, generally speaking, the small business
industries that are hardest hit by these treaties-potteries, which
are also the backbone of many small communities; paper mills, glove
manufacturers; the lace industry; shoes and hat manufacturers; toys;
kitchen utensils; buttons, shoes, and so forth. These are all highly
competitive industries with no taint of monopolistic practices. Few
of them are "absentee" owned.

The industries that the friends of the treaty allege will be helped
fall in large measure into the category of big and concentrated in-
dustries, many of them indulging in practices which border on
monopoly--business machines, electrical appliances; automobiles,
typewriters, oil products, and so forth.

So you have here at stake more than a matter of industry versus
industry-you must decide which type of business you wish to penalize
and which type you wish to promote. A restoration of some measure
of parity to small business as opposed to big business may be achieved
by refusing to sacrifice those industries which within our'borders are
highly competitive and the essence of free enterprise for the sake of
benefiting giant corporations which need no protection.

It has been argued regarding this measure that it will:
1. Promote the general welfare.
2. Promote world peace.
We can all agree, I feel sure, that one of the best measures or yard-

sticks of the contribution to the general welfare of this or any measure
would be its effect on unemployment-our No. I problem.

A break-down of figures on exports and imports clearly shows that
on balance this so-called reciprocity robs us of man-hours of employ-
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ment because the treaties foster the import of products with a higher
labor content than is contained in the exports that are promoted.
Comparison in your own minds of the items just outlined will readily
indicate this to you without the necessity of a mass of figures.
. Moreover if we should obtain the proposed balance in dollars, and

even if the products were equal in man-hour labor content, there is
still a disparity to our disadvantage of 33 percent. This is because
the price level here is substantially higher than abroad. This is a
fact which is often lost sight of. When a million dollars' worth of
certain foreign products arrive here, duty plus freight and handling
charges make a landed cost of close to $1,500,000; hence for the man-
hours gained by the export of a million dollars' worth of automobiles,
let us say, we lose the man-hours in $1,500,000 of displaced American
products. It is not reciprocal.

This "balanced dollar" exchange of products is not a balance of
man-hours; and this brand of reciprocity adds to our problem of
unemployment.

The imports of woven-wool piece goods last year of 7,000,000 pounds
is greater by far than any year in this decade. 'It compares with an
average for prior years of this decade of 3,000,000 pounds.

Strangely enough, in the paper just this morning, the New York
Times, under the heading "Textile Industry Active in Britain"' says
that January's textile trade index is the highest level recorded in any
January since the statistics were first compiled in 1934, and it is 26
points above the index for January 1939. And right along with that,
in the Washington paper, Colonel Harrington says that the January
recession is substantially greater than* the seasonal increase in unem-
ployment and more than a million persons added to the ranks of the
unemployed during January.

This import represents the full-time employment of 8,000 to 10,000
workers, who with their families become candidates for relief and a
burden on the taxpayer as their work is taken from them and diverted
to workers in a foreign country.

Defenders of so-called reciprocity say frankly that they know that
their treaties will deprive some people of their means of livelihood.
The small units and their employees will be the first to be hurt.

Senator LODGE. What (1o you say about the possibility that workers
displaced in textiles would get into a better paying industry?

Mr. GAUNT. That is a very fair question, Senator. It is unneces-
sary to tell the committee that we cannot uproot a man at once and
move him from his small textile town to Detroit, and if you could -

Senator VANDE NB ERG (interposing). I hope you don't. We have
so many unemployed there now that we don't know what to do with
them.

Mr. GAUNT. Well, if you could, Senator, I think the textile industry
has been somewhat maligned as to its level of wages. You know the
level of wages in the textile industry is 59 cents an hour. That is
before the recent increase just within the past few weeks of 10 percent.
All right. Wages on automobiles may be at $1 an hour. That is
fine. They say "Why not encourage automobiles and give up tex-
tiles, because that is a better industry?" We cannot do that. Per-
laps this discrepancy in hour rates does not tell the whole story.
Automobiles are very highly seasonal. You might get $1 an hour
for a few months, but what is the yearly pay? Textiles, under normal
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conditions, are not so highly seasonal, and the average yearly pay for
the textile worker is not so far away from the average year pay of
the automobile worker. Moreover, in textiles, most of the family
can work. Tile family income, I venture to say, is just as large in
Lawrence and Methuen as in Detroit. You cannot work as many
women in automobiles. We have skilled menders that make excellent
pay as a part of the family income. So I think that argument has
con a little bit distorted.
Small businesses are 98 percent of all businesses; and far from being

unimportant, the promotion and preservation of our small business
is imperative if we are to retain our democratic form of government.
You cannot have it if you put the small fellow out of business.

Under the present reciprocal trade agreements, the State Depart-
meir, is reducing the import duties ol the very smlne commodities
that, the Department of Agriculture is distributing. In 1938 and 1939,
the F. S. C. C. distributed 20 commodities with a total value of over
$30,000,000. Because import duties on these same commodities
wore reduced by the Hull Pacts, they were imported in the same
period to the value of over $92,000,000. Perhaps you can translate
this into terms of man-hours lost and unemployment to our citizens.
Included in the commodities were apl)les, beets, cabbages, carrots,
cauliflower, celery, cheese, eggs, fish, grapefruit, grapes, milk, pol,
potatoes, raisins, rice, tomatoes, and wheat cereals. Tihe question is
asked, How long should the Federal Treasury continue to purchase
these commodities by direct appropriation a011d their encourage their
import by trade treaties?

And now with regard to the promotion of world peace. This
sounds strangely like our abortive attempt to "make the world
safe for (leniociacy'v where our contribution of blood and treasure
was rewarded witli the ascription, "Uncle Shylock."

Let's beware this time of courting the i ominous title: "Uncle,
Saip." If we want to be soft-hearted, let's not, be soft-headed.

Peace, like charity, must begin at home; and there can be no peace
at home, industrial'or social, if, because of our altruistic desire to see
foreign industries running night and day, we deny to our own citizens

in small ndustry, and on small farms the work which rightfully belongs
to them-ospecally in the small industries and small farms.'

Our best contribution to world peace and word democracy is to
show our sister nations our own house in order, naturally offering to
sell them goods of which we have a surplus and which they lack, in
exchange for materials of which they have a surplus and which we
lack. That's true reciprocity. Let's not destroy any of our indus-
tries and markets or ask th.em to destroy any of their industries or
markets. That is not true neighborliness bit on the contrary leads
to tension and irritation and unemployment within our borders and
within their borders-and not to peace,

* Here are some of the evils of this so-called reciprocity set-tip:
* 1. It works havoc with our small industries and promotes the

"big" at the expense of the "small."
2. It violates our traditional representative, democratic procedure

and is of doubtful constitutionality.
* 3. It puts the fate of our citizens in the hinds of appointed rather

than elected representatives and tends toward regimentation and
bureaucracy. That has been mich bettor brought out by one of my'
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predecessors here. If we can appeal in an open hearing, that is one
thing. But if tile treaties are coopered up behind closed walls as our
woolen treaty was, we feel as if we have been denied some of our
American constitutional rights.

4, It freezes rates, destructive though they may be, and puts
,control of them out of reach for a stated period of years.

5. It increases unemployment.
6. It is not truly reciprocal.
7. It denies flexibility.
S. It is immoral.
0, It is troductive of strife.
10. It aggravates the ristressed condition of agriculture, of in-

idustry, and of labor.
11. Its alleged benefits tire fa. outweighd by its certain detriments.
12. It overemphasizes the importance of foreign trade and under-

emlphasizes the importance of out home or domestic trade.
The statement, made by Mr. Taber was not significant, that if our

domestic tiate is increasOd only 10 percent--and it should not be
difficult to promote a 10-percent increase-that that would outweigh
tlmi volume of all of our foreign trade, not iat we (1o not want foreign
trade, but are we not overemphasizing the necessity of it?

That these treaties are inadvertently but nevertheless definitely
immoral and dishonest and will meet with the disapprobation of
consumer groups, women's chbs, and social-nnded organizations
everywhere, when we realize what it is till about, is revealed by the
fact that we are unwittingly becoming a party to the promotion of
foreign industries' which pity impovirising wages and maintain
sweatshop Conditions. We cammot with any show of sincerity, having
fought sweatshops in Amnerica and established minimum wage and
maximnumn hours, be. it party to the encouragement of these conditions
abroad by admitting to out markets the products of conscripted or
pauper labor.

Here is another thing, too, that I do not think that anybody has
realized, and that is that the commendable efforts of various consumer
organizations in restricting the use of substituttes and shoddy and
maintaining sanitary standards of products and manufacture are badly
upset by one important incidental angle that has developed under
these treaties over tie last few months. You perhaps did not realize
that the imn)ort of rags -- filthy, discarded rags from war-torn Europe-
are li) 1,000 percent, and don't forget they are going into somebody's
suit--i hope it won't be yours. They are up, Senator, from P0,000
to 5,000,000 pounds. That is going to go into a lot of suits.

Senator CLARK. Our export of rags vastly exceeded our import of
rags, though, didn't it?

Ir. GAUNT. I could not tell you.
SenaMtor CLARK. I 1put those figures into the record the other day.

I rho not have them here tit the moment, but my recollection is that the
export of rags exceeded the import by more than at million pounds.

Mr. GAUNT. Yes; but we don't want their rags. You don't want
them in your suit, and I don't want them in mine.

Senator CLARK. I dare say some people don't want our rags over
there either. It is unfortummate that rags have to be used.

Senator VANDENBERG. Do you relate this increased import of rags
to the trade treaties?



586 RECIPROCAL TRADE AGREEMENTS ACT

Mr. GAUNT. Yes.
Senator VANDENBERG. Directly?
Mr. GAUNT. Directly; the duty on rags was dropped in one of the

greatest drops of any of the items in the schedule, and it. promotes and
encourages and fosters the use of those rags, and we don't want them
from a sanitary point of view.

The CHAIRMAN. Your business does not use those rags, does it?
Mr. GAUNT. My little business ....I only employ about a hundred

people, Senator--(oes not use anything but good virgin wool.
The CnAIMAN. All right.
Mr. GAUNT. The attached table shows clearly the increase in

imports of rags as well as other products of wool. It is to be noted
that in rags the, jump was from 500,000 pounds in 1938 to over
5,000,000 pounds in 1939.

Are we not in danger of overemphasizing the importance of our
foreign trade?

Based on figures that I have just received from the Department of
Commerce, but 4.5 percent of our national income is desired from
exports-95 percent of our income is the product of our own rich,
productive, and trading area, within our own borders.

Can there be any question of it being of first importance that we
should cultivate and preserve our domestic market? And half of the
effort and consideration that you gentlemen are putting into this
foreign proposition would outweigh it many times over.

Senator CLARK. Do you favor going back to the Smoot-Hawley
system of rates?

Mr. GAUNT. No; I do not. I think that was overdone, but I
certainly do not advocate getting down below our labor differential in
this country. You might say that this woolen industry is only a little
thing and we don't need it, and we can let the English goods come in,
and suppose a few people are hurt. You know, Senator, this industry
cannot be characterized as an unimportant industry. You know we
felt that way about the old sailing ships. Do you remember?

Senator CLARK, That was before my (lay.
Mr. GAUNT. But when the World War came along, we found that

we had neglected a very important cog in our national machine, and
we had to feverishly rush around to get ships to carry our stuff, If
we should have another war and you have no well-functioning textile
industry, your boys are going to be without blankets or overcoats.

Senator CLARK. Don't you realize that having by our evil example
set up a system of retaliation extended throughout the world, the
other nations of the world having followed our bad example have
probably created a situation that we could not ourselves control, and
that we" had no assurance that if we would reduce some of our rates
that these other nations were going to reduce the prohibitive rates
that th y had set against us?

Mr. GAUNT. That is true, Senator. The pendulum seems to swing
too far. You might swing it too far the other way. Two wrongs
don't make a light.
The CH-AIRMAN. What percentage of the woolens and worsteds

under these two paragraphs have been reduced as compared with the
whole production?

Mr. GAUNT. I have not got that right here.
The CHAIRMAN. I have it right here. It is 2 percent.
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Mr. GAUNT. Well, they say we need a few vitamins and therefore
that the 2 percent should be a good stimulus to the woolen industry.
Someone has made that point. Yes; but we don't need a drop of
poison; and as you know a drop of ink in a glass of water can foul
the whole glass of water. That is what these imports are doing to us.

The CHAIRMAN. In 1923 the domestic production was about
$700,000,000, and declined regularly until in 1931 it was a little over
half as large as 1923, and has risen to $459,011,000 in 1937. That
is a pretty good increase, isn't it?

Mr. GAUNT. We are a long way ahead of 1932, lut we don't want
a kick in the teeth now.

Senator DAVIs. Of the two ways, which would you rather have-to
go back to the old way or making the Smoot-Hlawley tariff, as Senator
Clark says, or would you rather continued making them through the
State Department in these reciprocal trade treaties?

Mr. GAUNT. Of the two evils, Senator, I should say that the pro-
tective tariff is much better for this country than in giving away our
markets to foreigners. All right, if one says it is too high-lets
assume that for a moment that it was. Supposing they built a (like
in Holland 10 feet too high-they have thrown away 10 feet of earth
work, but they are still keeping out the sea.

Senator DAVIS. And the same people that built the high dike can
reduce it?

Mr. GAUNT. Yes.
Senator DAVIS. And those that made the Smoot-Hawley tariff

could repeal that part of it which was not satisfactory to the great
majority of the people in the country?

Mr. GAUNT. That is correct. Especially if it is kept in the hands
of our elected representatives.

World tendencies are toward big companies becoming bigger,
and small companies becoming subject to more red tape and discipline.
This is particularly true under present conditions abroad, where in
Britain, for instance, which has been a stronghold for small and
medium-sized companies, war has placed each of the major industries
under the control of a small board whose personnel is drawn almost
exclusively from the big units. We had a taste of it here in America
under National Recovery Administration, of ill-omened memory.
These big units now have complete access to the trade secrete of the
small independents, names of customers, former volume of business,
amount of raw materials on hand, and so forth. The small firm is in a
particularly difficult position in regard to any complaints he wishes
to make, as he naturally is at the mercy of the control board.

Senator i_)Avi. Did you appear before this committee on Reciproc-
ity Information of the State Department?

Mr. GAUNT. This is my first appearance before any committee.
Senator DAVIS. You feel more at home coming before a committee

like this than that State Department Committee of three or four men
who were absolutely unknown to you?

Mr. GAUNT. You bet.
Far more important than the promotion or destruction of any

particular industry is the interest of the whole Nation, which in its
fight for the preservation of democratic methods should condemn any

215171-40-----38
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such totalitarian or dictatorial program as the bureaucratic handling
of this so-called reciprocity, and any such discrimination against
smaller business.

The fato of so many should not be left in the hands of a few ap-
pointees; but rather in accord with our institutions and traditions-
in the hands of our elected representatives.

If smaller business were to express its opinion, I believe it would
be: (a) That the treaties be allowed to expire; or failing that, (b)
if the present authority is to be continued, it should be subject to
Congressional Approval of any pact before it becomes, operative.

Senator, you were asking about shoddy, and qualities. A lot of
people think that imported goods are better than American goods.
We have just as ood labor and just as high ingenuity as any place
in the world, and it is a shame to cast aspersions of that sort on
American goods. They used to say that we could not make dye-
stuffs. A foreign ear was supposed to be superior, and a foreign suit.
It is all the bunk.' You can get better and finer goods made right
here in America than any made any place on the face of the earth.
It is too bad that many merchants promote the sale of foreign prod-
ucts to the detriment of our American industry.

Senator CLAIM. Before Mr. Gaunt leaves the stand, and with ref-
erence to what he said about the unimportance of foreign trade, I
want to read into the record one mparagraph of the testimony of R. W.
Gifford, of Detroit Chamber of Commerce, which seems to me to be
very pertinent on this point. It is at page 1557 of the House hearings:

Lot ine remind you of what happened 150 years ago. Every clipper ship that
loft thi8 country went out loaded Withnmaterial, atd she never caie 'back to the
American shores until she brought a cargo with her. lhy were reciprocal traders,
and then we got out of that business, and likewise otr ships disappeared off the
seas during that period, and gradually as we became more of a manufacturing
country, that started to conic back, a'nd then we started to 'ell abont export sales,
and you most bear this in mind, that the importance of the export business, if
7 or 8 percent of your business meats tothitg, you might as well stop selling in
Kansas or California. if that is so, let its cut out all of it, and we will not have
to work at all. However, we have to keel) after that and keep after it constantly,
or the first thing you know you are ott of it.

Mr. GAUNT. Well, Senator, don't you think that we ought to )ull
in their rubber and tlir tin that don't hurt us instead of pulling in
their textiles? There is the right kind of reciprocity.

Senator CitnK. I do not think, as President McKinley said, that
the United States can forever continue to sell everything and buy
nothing.

Mr. G.AU NT. Right you tte, but what you and I both want is a
baltued, economy. We. don't want it one-sided.

Senator HERRING. I want to direct your attention to the fact in
the beginning of your statement you say that it would seem as though
the woolen industry had been especially singled out for sacrifice. I
want to direct your attention to the statement I put in the record the
other day by the president of the American Woolen Manufacturers,
saying that production activity of woolen textile mills in 1939 as
indicated by the first 11 months was approximately 40 percent greater
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than in 1938, was higher than in 1936 and higher than in 1937. Also
that employment in textile mills was much better during the first 11
months of 1939 than in 1938, and that mills producing more than 50
percent of woolen goods of the country announce wage increases of
7% to 10 percent effective February 1, 1940.

Mr. GAUNT. That is right.
Senator HEsRRING. So it (1oes not seem that they were singled out

for sacrifice.
Mr. GAUNT. I just cam( from Lawrence last night. We are about

two-thirds shut. (iown up there. There las been an increase in recent
months ill textiles, as there has been an increase in all business. But
textiles are not back to normal; far from it, and they cannot be if we
<continue importing from abroad.

Do you think, Senator, that it is these 1)ncts that caused the recent
increase?

Senator I EIRRING. At least they are an increase while they are ineffect.

Mr. GAUNT. I think if the country is generally better off, it is not
because of the pacts.

Senator HERRING. That is a matter of opinion.
Mr. GAUNT. It is a rebound from that terrible depression of 1932.

It has rebounded on its own momentum.
The CHAIRMAN. Under the reciprocal trade agreements, the lowest

ad valorem rate is what?
Mr. GAUNT. You are talking about woolens?
The CHAIRMAN. Yes.
Mr. GAUNT. My memory, of course, (loes not serve mae except on

the highlights. There is a 34-cent protection on wool itself in a
scoured state. The rest I cannot quote from memory.

The CHAIRMAN. I am told that, under this classification of which
you speak, it is 55 percent at the very lowest and runs up to 101
percent.

Mr. GAUNT. YOU have the figures there, sir.
The CHAIRMAN. That is a pretty good protection.
Mr. GAUNT. It seems awfully high, but stop and think, Sentor,

that the labor content of a piece of goods is almost 100 percent
You start off and you have a whale of a lot of labor in there, and if
you are paying double the wages, you have to have that protection
unless You ivant to sacrifice your industry. Goodness knows we are
not a profitable industry. Your records will show that we have all
sorts of competition within our own borders here. That keeps the
prices down.

The CHAIRMAN. Thank you very much.
Mr. GAUNT. I should like to have the tables which are attached

.to my statement made a part of the record.
The CHAIRMAN. That may be done.
(The same are as follows:)

589



590 RECIPROCAL TRADE AGREEMENTS ACT

APPENDIX A

The size of establishments and firms in the United States primarily weaving cloths
wholly or in part of yarns spun on' the woolen aiT worsted 8ystets

Firms Located in Equpied
Own number of number of with umn-

Number Proper- broad looms establish- ber of broad
Size Numbe P rMonts looms

Percent

Small .......................... ....... 105 27 Less than 25 ....... 107 1,600,
06 24 25 to 49 ----------- 91 3,600
111 28 50 to 99 .......... 116 7,61W
58 16 100 to 10- -------- 07 7,300

371 94 ................... 386 20,000

Medium- ................ ....... 14 3 200 to 400 ------- 21 4,00
7 2 600 to909-. 19 4,000

21 5- .................. 40 9, 800
Large ..........................- - - 1 1,000 or more ..... 37 11,400

Total-- ................. ..... 397 100 .................... 463 41,200

In the above table the following will be noted:
1. About 04 percent of ths firms own less than 200 broad looms.
2. About 4j of the broad loois are owned by firms with less than 200 bread looms.
3. 99 percent of the firms and 75 percent of the equipment is in the small- and medium-seale category,
4. As group the small- and medium-sized concerns furnish employment for 50,000 persons.

APPENDIX B

Index of quantity of merchandise exports and imports for consumption

[Average 1923-25 taken as 100]

Year Exports Imports Year Exports Imports

1920 ............. . ....... 132 18 1 1935 ........ .... ......... 78 100
1930 .................... ..... 109 111 1930 ......................... . 82 118
1931 ..................... . . - 98 1937 ................. ........ 105 131
1032 ........ - .......... 69 79 108 ........................ 105 94
193.-------------------- 09 so 1939 ...................... . -1107 194
1934- ..... 7.................... 74 8

3 Actual figures for 11 months-i month estimated,

Note that in 1937 the volume of Imi)ors equaled that for the boom year 102. Yet Mr. Hull wants to
make further reductions In tariff rates. We cannot accept imtorts In greater volume than 1929 without
damage to domestic producers, and especially small units which are not so situated as to stand price cuts
needed to meet competition Successfully.

Source: Bureau of Foreign and Domestic Commerce, United States Delartmont of Commerce,

APPENDIX C.-Imports, woven piece goods, wholly or in chief value of wool and
similar hair

Pounds Pounds

1930 -------------------- 5, 182, 000 1935 ----------------- 3,148, 000
1931 -------------------- 2, 779,000 1936 -------------------- 4, 532,000
1932 -------------------- 1, 899, 000 1937 -------------------- 5, 729, 000
1933 -------------------- 2, 791,000 1938 -------------------- , 86 000
1934--------------------2, 485, 000 1939 -------------------- 6,891,000

The above figures give the total imports of woven piece goods in pounds fromas
1930 through 1939. It will be observed that the imports for 1939 are higher
than any year since 1930, England is making every effort to increase her exports
of woolens in 1940.
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APPENDIX D

(Frona letter of James W. Young, Director Bureau of Foreign and Domestic
Commerce, Department of Commerce, to congressman George J. Bates, under
date of March 1, 1940.)
Another measure that is sometimes used iH the relation of exports to the total

national income. The latter includes, of course, the value of all services produced
as well as the value of goods produced. The following table shows these data
for the years 1938 and 1939:

Millions of dollars

S1938 119
9

National income (income payments)- -................................ . 66, 27 6, M3
United States exports .-...... ....... ............................. 3, 057 3,124
Percent exports of Incon ------------------- -..................... 4.0 4.5
General Imports Into United States ................................- 1,90 2,318

APPENDIX E,

A comparison of imports of wool products first 8 months of 1838 and 1939
follows:

1930 1938 Increase Pncent

Pounds Psade Poands
Nolls ..................................................... 4,266,225 1,586,998 2,679.227 168.82
W astes ......................................... ....... 2, 376, 533 483, 532 1,892,001 391. 29
Rags .... ___............. ............. ............ . 5, 461,292 492, 125 4,90,107 1,009.74
M ohair yarn ............................................ 0, 249 1,0065 ,184 480. 70

Square Square
yards yards

Worsteds under 4 ounces ................................ 498,863 228, 381 270, 482 118. 43
W orso.t; , over 4 ounes. ...- - -....... 2.................... 2,307,348 656, 64 1,650, 703 251.38
Woolens over 4 ounces ................. ............. ----- 0,042,970 3,305, 579 2,037,397 70. 79

Every bit of the manufactured Items of neeosqity deprived American industry and workmen ready and
anxious to work of aust that mueh employment, Note also big increases in wastes and rags.

STATEMENT OF ALAN GOLDSMITH, NEW YORK CITY, REPRESENT-
ING THE MEAD CORPORATION AND AMERICAN PAPER AND
PULP ASSOCIATION

Mr. GOLDSMITH. I am vice president of the Mead Corporation, and
vice president of the National Paper Board Association. I represent
the National Paper Board Association as well as the American Paper
& Pulp Association.

I did not wish, gentlemen, to get into a discussion on the economic
factors in the reciprocal trade treaties as against the former method
of treaty making, but I would like to have permission to give you some
facts as to the effect on our particular industry of this change in tariff
making policy.

We must say to begin with that the time has not been sufficient to
get the economic effect of any such changes. In past history, it has
taken some time for any move of this kind which has underlying
economic effects, to make itself felt.

The paper and pulp industry of this country is in a rather peculiar
position. The mechanization of our industry occurred 100 years ago.
At that time, more advance was made in the pulp and paper industry
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mechanically and chemically than other industries. Since that time,.
tile machines, the chemical treatment, the equipment is available all
over the world and is used all over the world. F oreign countries have
as large and as fast-running paper machines as we have. They have
access to and use the same chemical processes that we do. Our
industry, in other words, differss, let us say, from the automobile
industry where the mechanical and chemical progress in our country
has given an edge to the industry to compensate for the great addi-
tional cost of labor. Similarly in the steel industry, in which I was
active before the war; and our raw material, that is the richness of
our ore, combined with our mechanical developments in which we
were ahead of European countries, let us keep pace with that situation.

In the pulp and paper industry, the only developments made since
the Civil War, those have been in the size and the speed of the machine.
capacity, of the equipment, which, as I say, is accessible and being
used by other countries as well.

The only difference, in other words, between a paper mill in our
country and a pulp and paper mill abroad is that we pay a higher labor
rate; about 2% times that of the nearest competing country in Europe.

This affects, of course, our direct manufacturing cost and also.
affects the construction cost in the foreign mills, where of course labor
in building the. machinery as well as in production, is lower than ours.

For that reason our industry is perhaps more sensitive to the eco-
nomic shifts than other industries are that have been reported to you.

As an example, we call ourselves a billion dollar industry. The
volume of reduction is worth something in excess of a billion dollars.

a year. There are some 650 individual mills making this output in
this country. No company has more than 10 percent of the total
production. We have, perhaps, one of the largest capital investments
per dollar of sales. On the other hand, we are the seventh industry
in the value of output. We are No. 2 in the dollar investment.per unit
of output; in other words, we have $f' 90 per wage earner invested'
in this industry. The original invest .. i, is very, very heavy. As a
matter of fact, we happen to be the fifteenth industry in the return on
our investment. The industry only made 2$ percent on its invest-
ment in 1938-2.6 to be accurate.

This mechanization was very early in contrast to other industries
where it came later, and I will try to explain what I am driving at..
In 1810, we had 179 mills, made 3,000 tons of products, with an aver-
age value per ton of $563. In 1859 our mechanization in this industry
was practically complete. We had 555 mills with about 127,000 tons
of production, and the value of our product over-all had dropped to-
$167 a ton. In 1937, the last year in which we have complete figures,
we had 647 mills, making close to 13,000,000 tons, and the value of our
product had dropped to $69 a ton,

In other words, the mechanization, which was early in our industry,
has brought with it a reduction of the cost overall of the )roduct
down to % of what it was over a hundred years ago. This mechaniza-
tion as I say, was early, so that we have not the advantage of the
mechanical jump which will give us an edge.

We have one .big example of what occuri'ed originally, through- re-
ciprocal trade treaties in the past. That was the newsprint industry.
You may know that ift 1913, the newsprint went on the free list. The
original Canadian treaty wias, as I recollect, rejected by Canada at
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that time, but after that, newsprint was on the free list. At that
time Canada supplied about 25 percent of our newsprint, Today
Canada supplies 75 percent of it. The interesting thing.about that
was that for the first 8 years or so after the newsprint went on the free
list, the increase was not very noticeable. It averaged about a half
of the Canadian production. Gradually, however, it picked up until
after 8 years it began to get, 4 times as high as it did the first 8 years,
in spite'of the fact that there was a war during the first 8-year period.

That is what we are afraid of at the present time. The over-all
f gures may not show thus far the effects that occurred in the past in
,iuch a situation as newsprint. I ann not trying to criticize the past
newsprint situation; 1 simply wish to indicate what occurred in one
of our major branches of the industry in the past. The possibilities
are there, tile factors of the original cost today are there in other
branches of our industry, so that recent developments are not strictly
reflected in the present time statistics.

As I say, even with tile war it took years for newsprint to assume
the position which it, has, and the underlying factors in other branches
exist today just as they did in the newsprint situation at that time.

It is much too late now to talk about the effects or the rights or the
wrongs of that situation. Today we have arnple capacity in our
country to take care of the normal increases in our consumption.
Paperboard ran 71 percent in 1939, 71 percent of the production
capacity, in spite of the fact that it was paperboard's biggest year.
I believe paper ran about 80 percent in the same year.

There is plenty of capacity abroad to take care of this market of
ours. We have the largest market, as you gentlemen know, in the
entire world for pulp and paper products, and we consume about 60
percent of all the pulp and paper that is consumed.

Senator DAVIs. Do I understand you to say that there is enough
capacity in foreign lands to supply all of the needs of the United States?

Mr. GOLDSMITH, No; I meant to say that there is excess capacity in
foreign countries that is trying to get into our market, but we at tile
same time have excess capacity in ours to take care of increased
demands. No; there is not a sufficient supply to take care of our
entire requirements.

Senator DAVIS. Does your business continue through the 12
months?

Mr. GOLDSMITH. It is one of the steadiest businesses in the country.
Although our wage rate, for example, is not the highest in the country,
you will find, I think, that our annual wages are second highest in the
country, which indicates that we run a very stable industry.

Senator DAvIS. Does this include the paper-box industry, too?
Mr. GOLDSMITH. We have not included the paper-box industry in

our figures.
Senator DAVIS. What is the hourly rate in the paper-box industry

today?
Mr. GOLDSMITH. We do not make paper boxes, Senator, but I

think you will find that the minimum will run in excess of somewhere
between 40 and 50 cents. In some localities, over 50.

Senator DAVIS. How many hours a day do they work?
Xrv: GOLDSMITH. It varies in various industries, I think you will

fin, that the 8-hour day is generally used in the paper box industry,
although I found that certain of the box manufacturers who are our
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customers, I think are operating on 6-hour days at the present time.
Many of the paper mills are operating 6-hour days.

Senator DAvIS. They did work long hours in that industry?
Mr. GOLDSMITH. Yes; there has been a considerable change in the

paper box industry in the last few years.
Senator DAVIS. I am glad to hear that there has been a change.
Mr: GOLDSMITH. I hope you will forgive my mentioning so many

statistics, but I used to work for the Government and I know that
you gentlemen want them.

The CHAIRMAN. In the Canadian agreement, which reduced[ the
duty on pulpboard and rolls for wallboard from 10 percent to 5 per-
cent was it not?

Mr. GOLDSMITH. Yes, sir.
The CHAIRMAN. how (lid that affect the importations?
Mr. GOLDSMITH. The pulpboard situation in Canada was affected

primarily by the elimination of the countervailing duty. There used
to be a countervailing duty on paperboard which was in a sense
reciprocity in that I think the Canadian duty was in excess of 30 pro-
cent and 'we imposed the same duty. When the countervailing duty
was removed, I think the Canadian duty was put at 22 percent ad
valorem or amounted to that, and we found that actually we went on a
10 percent and 5 percent basis.

The CHAIRMAN. Did the importations from Canada increase?
Mr. GOLDSMITH. They increased to some extent; yes, sir. It had a

secondary effect, however, Senator, and that was that American
capital went over to Canada and the Canadian paperboard industry
today has a very heavv United States investment.

The CHAIRMAN. The figures which I get of the importations from
Canada are that starting, say, with 1934, which is a rather early date,
they were 18,184,000 pounds. In 1937 they were 22,884,000 pounds.
In 1938 they dropped to 14,734,000 pounds. In 1939 (11 months),
to 10,572,000 pounds.

Mr. GOLDSMITH. I have not the figures with me. Unquestionably
you have the correct figures. You mean the imports into the United
States?

The CHAIRMAN. Yes.
Mr. GOLDSMITH. Yes, sir.
The CHAIRMAN. And then from Sweden, reciprocal agreement which

dealt with this matter. Was the rate reduced at that time on paper-
board in that agreement?

Mr. GOLDSMITH. I would like to check that.
The CHAIRMAN. Did we not just bind the 10 percent and not

change it at all?
Mr. GOLDSMITH. What actually occurred was that the big situation

in paperboard was purely the fact that the countervailing duties went
off on paperboard. That was the thing that did the most.

The CHAIRMAN. And the 10 percent was bound?
Mr. GOLDSMITH. That is correct.
The CHAIRMAN. And the importations in 1938 from all countries

were 9,462,000 pounds, and in 1939 it wa 4,107,000 pounds.
Mr. GOLDSMITH. Yes; the Swedish importations of paperboard

consisted primarily of special grades.
The CHAIRMAN. All right; you may proceed.
Mr. GOLDSMITH. The Reciprocal Trade Act and treaties were

presumed of course to give benefits to other specific countries against

594
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benefits derived by our own country, and it wa. supposed to be effected
with the least repercussion on American industry.

The CHAIRMAN. Did your organization approve the Reciprocal
Trade Agreement Act?

Mr. GOLDSMITH. No; we (lid not appear.
Tire CHAIRMAN. I am asking you now.
Mr. GOLDSMITH. I don't think we did.
The CHAIRMAN. You took no position at all?
Mr. GOLDSMITH. We did not take any position at the time. If

you will permit me, I did not wish to get'into a discussion--
The CHAIRMAN (interposing). I just wanted to find out the view-

point of your organization.
Mr. GOLDSMITH. Our organization was not committed one way or

the other as to the benefits or lack of benefits of the reciprocal trade-
treaty program as against the old most-favored-nation and former
mechanics of trade treaty making. Of course, the reciprocal trade
treaty combined with the most-favored-nation clause in the act,
combined with the fact that on the other hand your trade treaties-
well, I will not call them treaties, but I will say ,agreements--were not
subject to the consent of the Senate, hence tool immediate effect.

The CHAIRMAN. Those who are opposed to this program call them
treaties, and those who are for them call them agreements.

Mr. GOLDSMITH. I am not going into any definition, but I should
like to show some examples of the effects of the combination of the
most-favored-nation provision in the bill, combbmed with the trade
agreement program, on certain branches of our industry, so that with
the background of this industry of ours, you can get an idea of what is
happening in the industry itself. We are not today criticizing the-
I will put it this way-we are not making any criticism of the theory
which you gentlemen in the Senate are (leliberating upon. What we
are trying to show is what the effect of the mechanics is and the way
that it has worked out and the effect it has had upon our particular
industry.

Senator DAvIs. Do you believe it will be for the good of the in-
dustry?

Mr. GOLDSMITH. I think I can show you in several cases that it has
not worked out for the benefit of our industry.

Senator DAVis. And therefore I presume you are opposed to these
reciprocal trade agreements?

Mr. GOLDSMITH. At present; yes, sir. Under the mechanics, hi
the manner in which they have been carried out up to the present time.
You see, what has actually occurred in our industry i s been that
75 percent of the volume of our industry has been affected; that is, the
tariffs in 75 percent of our total volume have been affected. It
amounted to about 40 percent o1 an ad valorem basis. There have
been 71 grades affected through 27 changes in the trade treaties. It is
interesting to observe that some 22 items-and we can submit them
sometime-are actually now on a lower basis than the Tariff Act of
1913.

Senator DAVIS. Will you insert them in the record?
Mr. GOLDSMITH. Yes; I shall send them on. There are 22 items on

a lower basis actually than the Tariff Act of 1913, which was supposed
to be, I think, certainly up to that time, the lowest tariff on record.

.(Mr. Goldsmith did not furnish the information requested above
prior to the time of the final print.)
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Senator DAvIs. You. are talking about the Underwood tariff for
revenue law?

Mr. GOLDSMITH. Yes; the effect of this combination, if 1 may call
it that of the reciprocal trade agreement policy combined with the
most-favored-nation clause. in the original act, is interesting, and I
have taken some examples, if you please, to show you just what has
happened in certain branches of the industry. I am frank to state
that the statistics, thus far, just as they did not prove out in the
newsprint business, for several years, thus far the statistics would not
have had enough chance to work, if I may say so.

Here we have one case that is rather interesting, in wrapping
paper. At the time that the reciprocal trade treaties were in effect,
there were antidumping complaints against Sweden and Finland
because of their importations into the United States below our cost.
Then the Netherlamds treaty indicated that there should be no anti-
dumping duty, and without prior notice, and that had a rather interest-
ing effect. The imports of wrapping paper in our country rose from
5,000 to 24,000 tons the first year, and 13,000 tons of it were in the
very best grade of wrapping paper, which we call our machine-glazed
paper. It was not a large tonnage, because after all there were around
a million tons being produced in this country, but that machine-glazed
paper being the highest grade of paper was affected on the basis of-
it amounted to some 27 percent of the machine-glazed, highest grade
wrapping paper. It has been customary to have certain differentials
between the machine-glazed and the machine-finished and other
grades. The result is that this toniage actually meant that the
wrapping paper industry for a period of time was actually operating-
it was one of the factors that meant that the wrapping paper industry
was operating below cost.

In printing paper, the effect was interesting also. When the news-
print industry got a foothold in Canada, many newsprint factories in
this country had to transfer to other grades. They naturally went to
the ground'wood papers and other printin papers which had the same
basic pulp content as the other. When the Canadian treaty was put
through, the imports did not, amount to much. They amounted to
enough to close down one mill, for example, but actually after the
treaty came in, Norway, with which we did not have a treaty, began
to participate. Canada was not benefited. Today the percentage
of European paper coming in in the printing paper grades has increased
proportionately and Canada has decreased; in other words, in this
particular branch of the industry which took years to transfer from
newsprint to the other printing paper grades, the country with which
we made the original treaty benefited less than other countries which
had been benefited by the most-favored-nation clause and therefore
were able to get a larger proportion in. There was actually a case
where adding machine paper-it is a small case-but adding machine
paper came in from Denmark, a country which had never been heard
of before. We have another grade-the vegetable parchment grade--
a grade which is small but which has been developed in the last few
years for various purposes. In the reciprocal treaty with Belgium,
the duty was reduced by about 33% percent. In 1885, there were
29 mills making this grade, and today there are only 4. The highest
wage rate in Belgium in the manufacture of this grade is 18 cents an
hour, and our highest rate is $1.25, and odr low is 50 cents. The treaty
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was made with Belgium, and the next thing we knew Italy had got ill
on the high grade thinning trade, and in that trade-it is not a large
volume of business, but to the few mills remaining in it, we actually
find that Belgium and Italy-Italy never having been foreseen, at
least not in our industry-are having the battleground here for this
business, with our four little manufacturers more or less holding the
bag between the country with which we had a treaty and the country
which came in on it.

Cigarette paper is made by the same people. There is a case that I
would like to bring out. Some years ago, possibly because we could
not make a good enough cigarette paper-i am not willing to make
that statement, but it may be true--American tobacco manufacturers
bought heavily into French cigarette paper manufacturers. The
treaty with France gave concessions to France. We only made one-
,quarter at that time of all of the cigarette paper that w;as made, so
that it did not affect the imports of it, to any degree, but from the
dollars and cents point of view, this French concession actually turned
the equivalent of $600,000 from the public revenue over to the tobacco
manufacturers, because the tobacco manufacturers controlled the
leading French cigarette-paper manufacture. The tobacco industry,
by the way, is No. 2 in the return on investment, so that it actually
meant that a certain amount of public revenue was transferred to the
hands of one of our domestic industries.

There was another interesting case that occurred with which I
came in contact. In making carbonizing tissue-it is a small grade
but it is quite vital to all of our business interests-the British treaty
reduced that duty about one-third. It is interesting in checking up
to find that only one British manufacturer makes that material, and
it is handled through one United States importer; in other words, this
treaty gave the benefit to one importer and to one manufacturer"
It is also interesting to note that in 1930 somebody caught this situa-
tion in the hearings and actually the duty in that ease had been in-
creased. I don't know whether it was due to this very situation, but
at that time the duty was increased from 6 cents and 15 percent to 6
,cents and 20 percent, but at this particular time nobody apparently
discovered that this particular grade was a monopoly of one foreign
,concern and one American importer.

Our interest in such a case is rather obvious.
These tariff changes show great repercussions, and we feel that they

should not be undertaken without thorough consideration of the en-
tire world picture end our industry in this country The peculiar
conditions in our industry, particularly ia analyzing tariffs for our
industry, should be given consideration. Normally congressional
hearings usually air all of these various things that occur, and in
the case of treaties of course being subjected to the scrutiny of the
Senate, we had that particular protection.

Now, although we know that they are carefully considered, we
question the ability without hearings and without'having a chance
to get definite information to our representatives, we feel that things
will occur in treaties which do not give thorough-going consideration
to these factors, and the incidents I have given are just mentioned
to indicate what may occur if we do not get the opportunity as an
industry to present the facts before our own representatives.
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Senator HERRING. Mr. Goldsmith, you mentioned the fact that
the cigarette manufacturers went to France and formed their own
company?

Mr. GOLDSMITH. No; they did not. They bought into existing
French companies.

Senator HERRING. Is it not the contention of the cigarette people
that they could not obtain in this country the typo of paper that
was best adapted for their use? Is that trite?

Mr. GOLDSMITH. They made that contention and I did not deny it.
Senator HERRINo. What quality is there, in the French paper that

we do not have?
Mr. GOLDSMITH. The French paper is made from flax, and most of

it seemed to be at that time-technically we have not made that
grade-but I was informed that they complained about the fact
that there were pinholes in the American paper.

Senator HERRING. Has that objection been met?
Mr. GOLDSMITH. At present it has been met. Tobacco interests

have been building a mill in North Carolina which is supposed to be
a wartime mill, that is, one which is supposed to take care of them
if they cannot get their flax supply from France. The point I was
making in this discussion was that the reduction in this case did not
in any way affect the import situation or affect the American industry.

Senator HERRING. Nor would it affect the Senate ratification or
reciprocal trade pact.

Mr. GOLDSMITH. I think that had it been known that this reduction
of duty was simply transferring funds from the Treasury into an
industry, because that is what it amounted to, they probably would
have given the matter other consideration.

Senator HERRING. The whole question was to get a satisfactory
paper, and the ratification of the reciprocal trade pact would not
involve that.

Mr. GOLDSMITH. No; but was there any real reason for the Govern-
ment sacrificing $600,000 a year simply to benefit one particular
industry? I don't think that was contemplated when the reduction
was made. Those imports were bound to come here. The American
interests control it.

Senator HERRING. Your objection was to the reduction?
Mr. GOLDSMITH. My objection was that here was a revenue for the

Government of which the Government had deprived itself. The
only people in this country that benefited were one particular industry
which happened to control the manufacturing facilities abroad.

Senator HERRING. Was that the result of the reciprocal trade pact
with France?

Mr. GOLDSMITH. Yes.
Senator HERRING. YOU think that if they had come before the

Senate for ratification, it would have been stopped?
Mr. GOLDSMITH. I think the Senate would have considered the

fact that those imports would have come in in any case and would
certainly have felt that just simply because the tobacco industry
had-I suddenly realize that I am giving my opinion as to what you
gentlemen in the Senate would have done-but I think in that case
the Government would have felt that it was entitled to this revenue,
just because American manufacturers controlled the French source
of supply that there was no reason for benefiting this particular
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industry to the extent of $600,000 a year. It is a very prosperous
industry.

Senator HERRINO. I have had very few complaints of the Treasury
Department not looking for revenue.

Mr. GOLDSMITH. In this particular ase I doubt-I think several
of these cases were brought up in the discussion--but I doubt very
much whether these various results were in any way foreseen by the
group that made these agreements. I think that the very fact that in
our past history every industry has had an opportunity, and labor
and agriculture have had an opportunity to present their case fully,
a lot of these inequalities and inequities have been caught and dis-
covered. I am not questioning the sincerity and integrity of those
who are making the treaties.

The CHAIRMAN. flias your industry ever appeared before this board
that negotiates these trade agreements?

Mr. GOLDSMITH. Yes, sir; I appeared in another industry. One
of our byproducts is tanning extract. We manufacture in the iniddle
Southern States a board manufactured from chestnut wood in which
we extract chestnut tanning extract and use'the wood chips for the
manufacture of board, and in connection with our extract I appeared
before the committee on the Argentine trade treaty, in connection
with the Argentina exports to the United States of bracho extract.

The CH uARMAN. But you did not in the Swedish agreement or the
Belgian or the Canadian agreements?

Mr. GOLDSMITH. I (lid not. The industry appeared.
The CHAIRMAN. Now, I understand that you are expressing your

own viewpoint and not that of the industry; that there has been no
resolution or anything like that.

Nir', GOLDSMrrn. The ilustry has passed no resolution, no, sir, but
I an expressing the point of view of the industry in this sense, that
the matter never caine to t resolution but it was discussed and I was
instructed by the industry to present the facts m(d the effects of the
working out of these treaties. They have not discussed and they
have not questioned the teory of reciprocal trade treaties, the
theory of the most-favored-nation treatment, and the theory of the
former method. They have felt that the way these reciprocal trade
treaties combined with, as I say, the most-favored-nation clause in
the act itself, has worked out, his proved to be and is going to prove
to be increasingly a very dangerous thing for our industry, because ts
I say the only difference between our industry and competitors in
Europe is our wage settle. They have the same machinery and the
same equipment and the same access to wood. Their wood costs
them no more than ours, and as a matter of fact, the harvesting of
wood costs them less, of course.

IThe CHAIRMAN. You received certain benefits, certain concessions,
in these agreements favorable to the industry, didn't you?

Mr. GOLDSMITH. No, sir; our industry did not. The idea was that
in the reciprocal treaties that certain industries in our country would
receive concessions against other industries in other countries. I
don't know of any cases where we received any valuable concessions
in connection with these treaties in our particular industry.

The CHAIRMAN. There is a long list of concessions that were
obtained in the trade agreements on paper and paper products.
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Mr. GOLDSMITH. Some of our customers may have obtained con-
cessions. The paper industry as a whole does not feel that any
concessions have been granted.

Would you mind, Senator Harrison, letting me have that list? I
should be glad to present a report on it or write it up in any way
that you see fit.

The CHAIRMAN. It is in the hearings of the Committee on Ways
and Means at page 380. It is cited there that certain concessions
were made. And also at page 255.

Mr. GOLDSMITH. I will be glad with your permission to report on it.
The CHAIRMAN. You may do so. I hope you will do it very

promptly, because we are going to have these hearings printed
promptly.

(Information requested above, was finished, and is as follows:)

THE MEAn CORPORATION,
Chillicothe, Ohio, March 5, 1940.HOD, PAT HARRISON,

United States, Senate, Washington, ). C.
My DEAR SENATOR HARRISON: In accordance with your request, I am silul-

mitting herewith an analysis of the so-called concessions granted by foreign nations
to the United States manufacturers of paper and paper board in the various
reciprocal agreements as listed, beginning on pages 255 and 380 of the printed
record of hearings before the Ways and Means Committee of Congress. Prefacing
this analysis it should be understood that the American Paper and Pulp Association
and the National Paperboard Association, for which I appeared on Monday,
March 4, do not include in their field the manufacturers of paper, but merely the
basic material.

Page 255. United Kingdom agreement.-- No concession whatever was made on
any form of basic paper. In view of the fact that the United Kingdom is second
in importance to the exporters of United States paper, and that total paper
exports are less than 3 percent of the total value of the American product, such
concessions as were made on shipments to Newfoundland (itself an exporter of
paper to this country) Jamaica, the Bahamas, etc., are infinitesimal.

Page 257. Canadian agreeent-The rates of duty fixed by the 1938 agreement
constitute a reduction from the rates previously in effect. To call such reductions
concessions is hardly a correct statement, inasmuch as Canada, with lower manu-
facturing costs than the United States, in practically no case reduced its duty
rates to the figure fixed as the United States duty on comparable grades. Th'e
United States was given most-favored-nation benefits, a condition always extended
to Canada by the United States.

Import and export statistics of the trade in paper between the United States
and Canada show that from the time of the first agreement in 1935 Canadian
exports to the United States increased at nearly double the rate of the inesase
in American shipments to Canada.

The Canadian agreement is a typical example of the conditions which lead the
American paper industry to criticize the manner in which duty rates are reduceA
by the reciprocal trade-agreement policy. When 'the agreement negotiated in
1938 was under consideration, the official organizations of the Canadian pulp
and paper industry and of the American paper, pulp, and paperboard industry
Went on record before the negotiators in requesting that no change bb made i
the rates of duty then in effect, by both countries. The United States industry
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did not desire concessions from Canada, being satisfied with the statuss quo. The
Canadian industry maintained the same attitude, not only as far as the United
States duties were concerned, but realized that any reduction of duties in the
Canadian tariff schedule would apply tinder the Dotminion's most-favored-nation
program to imports from the low-wage producers of Eurpoe.

Despite the expressed desire of the indutries in the two nations, the Canadian
agreement reduced American rates to a point which gave privileges not only to
Canada, but to countries with which the United States has no reciprocal agree-
mento. The so-called concessions by Canada were nominal in that they were
still higher than American duty rates on similar products,

Page 380. Cuban agreement.-This agreement made material concessions to.
American papers and paperboards. This agreement, however, is distinctly dif-
ferent from those negotiated with other nations in that it definitely recognized
a bilateral procedure, by which the United States was given concessions which
would be of real value inasmuch as such concessions were not granted to com-
peting nations. The duban agreement is considered by the American paper in-
dustry to be true reciprocity and not part of machinery which has as its effect
the arbitrary revision of the entire American tariff schedule.

Page 383, etc. Most of the so-called concessions involve increased quotas for
American paper. For instance, the Netherlands agreement permits the United
States to ship to that country 170 tons of paper per year. When the American
industry produces 13,000,000 tons per year, such a small quota means nothing
to the American industry as an export outlet, and all such quotas combined are
so small as to be meaningless.

Page 383. Venezuelan agreement.-- The tabulation shows a reduction in duty
on "writing paper." The State department negotiators were apparently misled
on this item. The Departmnt's atnouncetpent of the conclusion of the agree-
ment stated that American shi pments of paper affected by this agreement were
valued at $171,000 in 1938. When American shippers tried to export writing
paper under this supposed concession, they discovered that the duty classification
on which the rate was reduced was not for writing paper, but was for stationery.
No reduction was made on the grades of paper actually shipped.

The above summtsary itidicates that the American paper indilstry was subjected
to material and damaging reduction of a normal protection for its domestic mar-
kets, while the only concession)s granted by foreign nations were illusory,

I wish to express at this time my appreciation for your consideration at the
hearing and my regrets that we were so rushed for time that possibly I was not
able to give you the complete reaction of our industry to your own satisfaction,Very trttly yours,

TinE MEAD CORPORATION,

ALAN G. GoLDSITH,
Vice President.

Mr. Chairman. Is there anything else you want to call attention to?
Mr. GOLDSMITH. Nothing else.
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(The following tables submitted by Mr. Goldsmith are here
printed in full:)

Comparison of wages in Americam and European paper mills

NORWAY

Wage rates per hour

Norwegian mill, Anierlean mill, American averages
Position 146-inch ma- 146.ieh mea -

chine, 800 toot chine, 800-foot Machines Speeds
speedi slxed I 101-150-iueh 701-800 feet

Machine tender ....-----------....... $0,41 $1.16 $1.049 $1. 1420
Back tender.......................------- .. 3t .08 .849 .0763
Third hand ........ ....................... . 30 .85 .7528 .8067
Fourth hand ------------------------------ .10 .64 .0237 .6400
Fifth hand ..........................------------- .20, .-- - .6031 .0781
Oilers ....................................... 32 . .6518 .0018

Samo Norwe- American mill, Amerlcan averages
( an mIll 2109 Inc)
ucil machine, 210-inch ia- M1,000efolt chine, 1,000-foot Seeds,1,000footMaetfne 00emoot

speed 201-250-inch and over

M achine tender ............................ $0.44 $1. 37-$i 32 $. 511. 8 $1. 4587
Back tender ......................... ... 334 1.16 1 4273 1.3028
Third hand .......................... .32 .84 1.0 80 1.0044
Fourth hand .............................. .31 .68 .7209 .6870
Fifth hand .......................... .;30% .64 .80513 .0294
Oilers ........ ... ..... ... ... .. . . . . .32 .04 ,M018 .6518
Boater Ream No, 1: Head hieatren ...... .31- i . 8 .7712 .7712
Boiler room:

Head firemen.......................... . .36 .58 .7107 ...........
Helpers ........................... . 3404 .51- .48- .50 .6205 ...........

Power plant: Shift electricians ............. .329 .60 .7725 .........
BulphIto ill:

1)Igester cook -.......................... .39 .85 .7482 . ......
ligesterk'sheler------- . ........ - ---- -----------..............

Aed aker ...... ...r----.------ - - ...... . ........
Wood room:

Conveyor mon.......................... .3 I/ .02- 0o- .48 .287 --.........
Unloader ............................... .31- .------------- -. 0521 ...........

Mechanical pulp mill:
Grinder men ...................... .. .. 33 .60- .50- .40 .5789 ...........
Screen men ............................ . 314 .48 .0100 ... ........
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Comparison of wages in American and European paper mills-Continued

SWE)EN

Wage rates per hour

Position

.%faehine tender ... .................
Back tender ......................
Third hand .............. ....
Fourth hand ... . .................
tiler ...... ........ ... ...... .....

ltester rooms:
Heater foreman ...................
Beater man ...... . .......... ..

(Irinthir roee: Orinder operator ...........
Laboratory:

'lester at tin laboratory..........
1Ftper tester ------

loiter house:
First tlreman ... .... ..............
Second fireuman.................

Suiphite mill:
Illester cook ......... ....... ......
Ari( maker ..................
Electrlcian.s ......... .......

outdoor workers: Unskilled labor (wood-
yard) ......................

American averages

Machines, Speeds, 801
100-150- feet and

inch ever

$1.3377 $1,487
1.1701 1.3028
.9273 1. 044
.6010 I .6870

......... . .7712
............. 6925

.0183...... ......

.7107 ..............

.6295 ..............

Swedish mill,
3 tonshine,, Anerican mill,

2 of 12lnhe, , speed 1,000
1 of 114 inches, feet; width,

1,000-ofot 151-200-ineh,;lwed

$0.384 $1.365

,321 .005
3.676

.31., .72 -. 924

.05
,3i; .765

.3 ;3 ,o: .. ... . 675,

35 .835
.3214 .776

.37 .82-- .71
.:15'4 :.82s

.32Y- .37 0. 77y--. 125

.3011 .02M8- .70

..............

I Source: Special committee of American inembers of International Brotherhood of Pulp Sulphlto and
Paper Mill Workers.

2 Source: American Paper & Pulp Assooiation. Averages include every mill reporting Its wage rates.

No".--The special committee of the International lrotherhood commenting on the relative cost of living
in Scandinavia and North America states that it takes the worker In Norway and Sweden 100 hours of
work to buy what the American worker can purcihse with I hour of work.

FINLAND

Male Female

Puilp and paper mills. .-......-................................ $0. lI0 $0.087
Wood pulp and cardboard mills ..............-................................. 1

t4ulhit pulp ills ...... ................ . .u.... . ........... ..... . 1 / . 8
t1phae p llst- ........................................ .................... .18 .092
Paper m ills ........ . ................... .................................... 104 085

The following are tile average hourly earifings of basic groups of paper-mill
nlployees as reported by the Bank of Finland Monthly, July 1939, the figures

ieing the employment rates prevalent through 1938.
The following .re available wage schedules in Belgian paper mills, as reported by

William H. Beach, American consul at Antwerp, Belgium, as printed in the
Monthly Labor Review of the Bureau of Labor Statistics, United States I)epart-
Inent of Labor, November 1938, the figures given being the average wage rates
per hour.

BELGIUM

Male I Female

Winders, calenderer, and finishers .....................................
Darers ... ......... ...................... ......................
Laborers, male......-.............. .................... ..............

2 15171-40----39

603

$0. 10 $0.18
,14 .16

1 :14

NoTE.--In the ahovo statistics no effort has been made to weight tile wage rates given to 0,ompensato for
nny dlepreeatlon of eurrentles which may have taken place during recent years.

.7482.73'00



Paper and board on which the rates in Tariff Act of 1930 were reduced by Trade Agreements below the rates in Tariff Ad of 1913

graph Kind

1401 Printinr paper ....................... .....

1404 Tissue, carbon, stereo, pottery (not over
ream valued over 15 cents per pound).

1404 Tissue, carbon, stereo, pottery (6 to 10 pou
valued over 15 cents per pound).

1505 Vegetable parchment ...................

Sensitized photo ---------------- - ----
1407 Bristol (cylinder) board not over 15 cents p

1409 Hanging paper. not processed .............
Banging paper, processed ---------- : ......

W rap pin kraft .... . .....................
Strawoard, 8 to 12 points ...............

B lottin g . ... .. ............ ..... .......
Filtering 75 cents per pound or more .....

Boards-p rocessed ..........................

Pulpboard rolls for wallboard, processed ..
Stereotype matrix board value more than

square inch.
Cigarette paper ----------------------------

} _ Trade agreements
Act 1922 1 Act 1930 Act 1913 Rate 

! Equivalent ad vloruI

............. ji cent per pound and , cent per pound and 12percent .. Cent per Poundand lltito9percent-
10 percent. 10 percent. 5 percent.

6 pounds per 6 cents per pound and i 6 cents per pound and 30 percent 4---- 4 cents per pound and 22,io percent.
15 percent. 20 percent. i5 percent.

nds per ream 5 cents per pound and 5 cents per pound and ----- do --------- 4 cents per pound and 18- percent.
15 percent. 15 percent. 10 percent.

-............. 3 cents per pound and cents per pound and 25percent --- 2centsperpound and j 235sa to 14io percent.
15 percent. 15 percent. 10 percent.

----------- 30 percent ------ 30 percent po - -- - - do- 22, pe-cent ......
r pound --.... 3 cents per pound and 3 per and - do - -- r 2 cents per pound and 23 percent.

15 percent. 15 percent. 10 percent.
-------------- 10 percent --------- - - 10 percent - .. ..d. ---er e t-

1- cents per pound I cents per pound -.- do cent per pound and 14perent-
and 20 percent. and 20 percent- 10 percent.

-------------- 30 percent ........ 30 percent ............. do ........ 20 percent .------------
9 points and over 10 .. do ..........................- 15percent ............ 1percent.

Under 9 points and ..... do ................... do .. -------percent.
-------------- 30 pe rce nt..... . . ..do --- perce ----- j .... do ------- -.cet 15 - d.............. -------- 5 n centn per u ..... j 11. .p d. percent.

S cet and ppect ct ad 1 per n pcent.
.............. percent -.... - a 30 percent n- - - - . per n (not .14 to 15 percent.

more than 30 per-:cent, not less than o r

15 percent).-..-- .--- .- . 5 pe rce nt ------------ I .....do --- ........... .......do --------- 15 perce nt -------------

j cent 35percent .. --------- 35 percent . ... do ....... 20 percent --------- -
.............. 60 percent .......... 60p 5 percent ... 45 percent ------- -
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STATEMENT OF MILLARD D. BROWN, PHILADELPHIA, PA.,
CONTINENTAL MILLS, INC.

The CHAIRMAN. I understand that you testified at page 2536 of
volume 3 of the House Ways and Means Committee?

Mr. BROWN. Yes, sir.
This statement which I am making before the Finance Committee

is an endeavor to present my views as a citizen and the head of a
small industry, and in the interest of our employees, in opposition to
the renewal of the trade-agreements program.

Those -who have seriously studied our foreign trade realize that
comparisons of such trade from year to year in dollar value does notgive a true picture of results. For instance, the dollar value of our
foreign trade from 1929 to 1932 shows a tremendous decline, but a
glance at 'lhe chart which has been supplied to the committee will
show that the world volnne of trade declined from an index figure
of 172 to '37, or about 60 percent, and tie international price index
on a uniform gold basis declined nearly 50 percent, indicating that
the collapse of world trade was due more to price declines than to a
decline in physical volume. Our collapse in foreign trade is, therefore
in proport ion to the decline in world trade, and is the result of world
conditions, rather than to the Smoot-Hawley Tariff Act.

Our-reovery period of 1934 to 1937 likewise synchronizes with
world recovery, and was in no way due to reciprocal trade treaties.
We must bear in mind that only four trade treaties were effective
before 1936, and the majority of them did not become effective until
during 1936 and 1937. Only when we use unit measurements of
volume, or index numbers, or percentages, do we get the true test of
tl.,e results.

Officials in high positions in the present administration have gone
so far as to blame the world collapse of 1929 on the Tariff Act of 1930,
and one even went so far as to blame the present European war on
this same act Such absurd statements soliw the absence of ability
to analyze properly the reasons underlying economic conditions, or a
woeful ignorance of economics. These same officials insist that our
trade treaties will prevent war.

The CHAmMIAN. You are familiar with the fact that while that
tariff act was being considered, that 1,032 of the most rominent
economists of the country pointed out to the Congress wiat would
happy n if it passed?

Mr. BROwN. Which act?
The CHAIRMAN. The Smnoot-Hawley tariff law which was passed in

1930.
Mr. BliowN. I am not familiar with that. Of course, there are a

lot of economists in the world.
The CHATIMAN. You probably would not have made that state-

ment if you knew that that number of leading economists had pro-
tested against it and predicted against the dire effects of it.

Mr. BROwN. Yes; I think I would; because there is a lot of difference
between theory and practice in these things. In theory, a lot of
things are very desirable but they don't always work out in practice.

The CHAIRMAN. Do you approve of the Smoot-Tiawley tariff law?
Mr. BROWN. In general; yes, sir,
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If the Tariff Act of 1930 can be blamed for the present wars, should
we not ask why the reciprocal trade program, after beingin operation
for 6 years, has not prevented these wars? Jerome Frank, in his book
Save America First, states the real truth very plainly when lie says
that the belief that "world trade and world peace are related is a
seductive belief. Men believe it because they have been brought up
in that belief, because they want to believe it. A survey of the
nineteenth and twentieth century history surely discloses that this is
a mischievous delusion."

Unrestricted trade between countries with different labor costs
transfers activities from the higher wage country to the lower. Under
such circumstances, protection of industries is protection of labor.
High wages and high prices are better than no wages and low prices.

A scramble for raw materials and markets between independent
nations leads to war, such as we see in Europe today.

The more we are dependent on other nations for markets and sip-
plies the greater must be our Army and Navy to protect our foreign
trade. In all ages the flag and the army have followed the inter-
national peddlers. No one has ever had a fight or a lawsuit with a
person he never contacted in business or in any other way.

There is a historical instance which proves that foreign wars can
only be avoided by complete isolation. Japan, for 250 years, in which
it withdrew from contact with the whole world, lived in peace, and
there is no instance in history thht can be quoted to prove the con-.
tention that trade insures peace.

Much has been said before this committee about the increase ill
exports from 1934 to 1937. A study has been made of the increase in
quantity of exports during this period. Our tottl exports increased
59.9 percent, but when this is divided between trade-agreement.
countries and non-trade-agreemaent countries, we find that exports to
trade-agreement countries increased 60.8 percent, while exports to
non-trade-agreement countries increased 59.1 percent. This certainly
does not prove that American agriculture, industry, or labor has
benefited by our trade treaties. I

It is also Interesting to note that while imports have been expanding
over the period since trade agreements have been in force, our exi)orts
for 1938 were lower than in 1937; that for the first 9 months of 1939
they were lower than in the same months of 1938.

'the Department of Commerce report of foreign trade for the .vear
1939 shows tha in spite of our large shipments of war materials broad,
our exports increased only 3 percent from 1938, but our imports were
18 percent more than in 1938.

Surely the Congress of the United States did not contemplate that
the power it granted in 1934 would be used to employ low-paid foreign
labor in ,,- viding such competition for the jobs of our farm and in-
dustrial employees.

This amendinent to the T ariff Act of 1930 authorized the President,
to enter into foreign trade agreements and cut existing duties to a
limit of 50 percent, "as a means of assisting in the present elIergency,
in restoring American standards of living, and overcoming domestic;
unemployment, and the present economic depression," and so fom
That the amendment has failed in its purpose is evident, for we . tilI
have 10,000,000 unenplo3 ed in the United Statgs,,
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Why the term "reciprocal" was applied cannot be explained, be-
cause they are not reciprocal in any sense. Reciprocity in interia-
tional trade means "that relation or policy as to trade between two
countries under which special advantages are granted by each to
the other." Because of our previous favored-nation treaties, con-
cessions to one country now apply to all countries, excepting Germany.
Our trade agreements, controlled by this clause, are not, and cannot
possibly be reciprocal, for whatever we concede to one nation on a
basis of so-called reciprocity, we immediately and automatically
concede to every other nation, without even asking for reciprocity.
It is interesting to note that over one-third of our 1938 imports
which entered at reduced agreement rates came from countries other
than those to which the respective concessions had been granted
.under our policy.

Our internationally minded advocates of the so-called reciprocal
trade program have'endeavored to deceive the public into believing
that the United States is a high-tariff country, when such is not the
case. In fact, over 60 percent of all our imports are entirely free of
duty. England, with less than one-third of ouir population, collects
in I year over twice the amount of import duties that we do. We
have the largest free market in the world, and only competing articles
are dutiable. The average ad valorem duty collected on all our
imports (free and dutiable) in 1938 was only 15 percent, as compared
with 23 percent for the United Kingdom.

The Congress seems never to have considered the inconsistency of
the Trade Agreements Act with the whole range of laws enacted to
improve our economic condition and solve the unemployment prob-
lems.. We cannot open our markets to competing imports from coun-
tries with lower living standards, where labor costs range from 50
percent to less than 10 percent of ours, and increase employment in
the face of the wage-hour law, imposition of social security taxes
agricultural parity prices, and regulation of the manufacture of food
by our health laws.

Why should we legislate the worker in Mississippi or Alabama out
of a job by prohibiting the shipping of the goods he makes in interstate
commerce because he is paid less than 30 cents per hour, when goods
produced by 10-cent-a-day labor in the Orient is encouraged to enter
our markets at reduced duties?

Why do we encourage the importation of canned crab or lobster
meat from Japan, or sugar from the Tropics, where the work is per.,
formed at starvation wages and under very unsanitary conditions, as
against the strict sanitary regulations imposed on domestic foods
manufactured at high wages?

The reason we still have so many unemployed is that we have not
coordinated our laws and efforts. Too many constructive efforts have
been nullified by other destructive measures. We will never reach
our former level of prosperity until our legislation is planned to coordi-
nate all our activities toward the one end. 

Much has been made by the proponents of the trade-agreements pro-
gram of the need of reestablishing many of our duties at the 1922 rates.
Over 1,000 items, or nearly two-thirds of our dutiable classifications,
hai-e been reduced by trade treaties. Three-fourths of these rates
are now below 1922. Over half the items reduced had not been in-
creased in the act of 1930. Another 56 are equal to 1922 rates, and
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only 96 are higher than the rates of the 1922 act as l)Psed. Many
imports in 1938 increased many times more than those of 1934 as
result of these treaties.

The effect oil agriculture of competing imports, as shown by the
raw materials national council, for the years 1936, 1937, and 1938, is
very impressive, and indicates the tremendous cost of ou ill-conceived
trade program to the farmer:

IMPORTS

Foreivn value United States Unltod States

displaceinent
in dollars acres to produce

1936 ........ .. .............................. $869. 765, 000 $2, 209, 295,000 79,746,570
1937 .............. ........................ 1, 13 6, 802, 000 3,410, 400, 000 87, 234,280
1939._ ...... ...... .................... 721,437,774 1,054,974,927 43, 982, 410

The reduction of duties on all-wool fabrics in the treaty with the
United Kingdom averages over 20 percent lower thn those of the
Tariff Act of 1922. Increases in imports in 1939 over 1938 were as
follows:
Worsted fabrics, under 4 ounces per square yard:

1938, 352,000 square yards.
1939, 736,000 square yards (up 209 percent).

Worsted fabrics, over 4 ounces per square yard:
1938, 955.000 square yards.
1939. 3,055,000 square yards (up 20 percent).

Woolen fabrics:
1938, 4,847,000 square yards.
1939, 8,190,000 square yards (up 161 percent).

A study of these figures shows that, imports of worsted fabrics
increased tremendously in percentage, 209 percent and 320 percent,
respectively, but are still relatively small in comparison with the
output of that branch of the wool textile industry. 1 estimate that
the production of worsteds embraces two-thirds of our industry's
production, and woolens one-third of our production. A comparison
of quantities imported shows that woolens, with one-third of tile
production of the country, suffer the most severe foreign competition
because of the fact that, over a period of years, from 66 percent to
80 percent of all imports are woolen fabrics.

The total value of 1939 fabric imports at the point of origin was
$8,685,000, replacing over $16,500,000 worth of American pro-
duetion, which wouhd have given work to over 5,000 American work-
men and would have paid them over $5,000,000 in wages. Woolen
fabric xnanufucturing, the smaller part of the wool textile industry,
has to combat the greatest foreign competition, and yet, our country
cannot sustain a successfiJ army or navy ithout wooleii clothing.
The Army uniform, overcoat and cap are made of woolens-only
the shirt is made of worsted. Practically all of the Navy uniform
is made of woolen fabric. In the interest of national defense, we
cannot afford to lose this branch of the textile industry.

That Great Britain haq made very positive plans in rehition to the
American market on wool textiles is evidenced by the following quo-
tations from the Wool Record and Textile World of Bradford, Eng-
land, dated February 1, 1940:

With the passing of time, it is po.isible for manufacturers to get a .somewhat
olrser idea of the deniands that are likely to bb made on them in regard to Gov-
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ernment work and it is now quite evident that machinery will have to find
employment, drst on Government contracts, and, secondly, on export business.
The home market will get what is left, and that, of course, is as it should be In
times like the present.

Great Britain must develop her export trade, and since purchases in America
seem likely to increase as the war continues, every opportunity should be taken
of selling to that country the greatest quantity of wool and wool textiles compat-
ible with our military requirements.

* * * It might have far-reaching effects on the wool textile industry of
America and on exports front this country to the United States when the war
is over.

In spite of all the difficulties connected with the length of making time required
by manufacturers and the steadily increasing prices, the flow of orders from the
Aimerican market continues. It is probable that there has already been a greater
amount of business placed in this country by American houses than last season.
In spite of the business which has had to be either refused or withheld, therefore,
exports to America should show substantial increases during the next few months.

The expansion of our exports to this, market in particular is, of course, highly
important. The world price of wool will, of course, force up the prices of fabrics
made in American mills, and it, i.s contendd that in this respect we in England
have some advantage.

While we have been expecting that exports from England would be
retarded during the war, it is very evident that they are planning to
take advantage of the reduced citiess and their low rate of exchange
to capture our markets during the war period, and be well entrenched
to take advantage of the conditions that will exist when the war is
over.

After the last war, the British pound reached as low as $3, or nearly
40 percent discount. There is every reason to believe that after the
present war it will again reach that low, and perhaps go lower.

Our reciprocal trade program is based upon world conditions as
they existed prior to the World War, and the authors of it have not
taken into consideration the changes which have occurred since then.
The present plan, subject to most-favored-nation treatment, belongs
to the Ford model T (lays, and is in no way adaptable to the present
situation.

The last World War wits financed by inflation. While this method
was able to support war efforts and war costs that formerly seemed
impossible, it placed such a load on the credit and monetary mecha-
nisms that there was an inevitable collapse. The greatest single eco-
nomic effect of the World War was the break-down of these many
overloaded monetary systems, which in turn disrupted the entire
international money system.

National self-stifficiency became the rule, and in order to achieve 'it
extra-tariff devices, such as controlled exchange, embargoes, quotas,
and export subsidies were used by many countries. Those countries
whose monetary systemsstill functionedI we have termiedl the "hlaves"
and those nations whose systems collapsed have been termed the
"have nots. "

It was the conflict of these forces that led to the collapse of world
trade and paved the way for the present European war. Our so-
called reciprocal trade treaties are wholly inadequate to overcome the
present world trade difficulties, even in times of peace.

The truth of the matter is that tariffs have been a relatively minor
obstacle to trade. It is the exchange restrictions, quota regulations,

export subsidies, and import prohibitions, and so forth, which have
lone the greater damage, and, it should be added, it is the persistency

of such measures which offers the greatest obstacle to foreign trade.
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The existence of a tariff is not inimical to the achievement of trade
equilibrium.

As long as there are differences in standards of living in various
countries there will be import duties on competing products. We
can all be brought down to the level of the lowest very quickly.

A continuation of our present policy will do it, but it takes a long
time to build a standard up again to bring comfort and conveniences
to the average man.

To illustrate that the control and the effect of depreciation in foreign
exchange bear a greater influence on the flow of merchandise than do
tariff rates, there is offered below a schedule of imports from Japan in
1932 and 1936:

Selected imports from Japan 1 1982 and 1986

[In every ease, the value of Imports from Japan exceeded Se,000 In 13016]

Bleached cotton cloth:
1932 ...----------------------------------------- sq. yds. - 58,001)
1936 -------------------------------------- 6. yds- 65, 697, 000

Colored cotton cloth:
1932 ---------------.---------------------------- sq. yds_. 734,000
1936 -------------------------------------------- sq. yds.. 11,252,000

Cotton velveteens:
1932 ----------------------------------------------------- None
1936 ---------------------------------------- sq. yds 5,145,000

Cotton hosiery:
1932 -------------------------.----------------- pairs- 369, 000
1936 --------------------------------------------- pairs._ 25, 733, 000

Woolen and worsted cloth:
1932 ------------------------------------------ pounds.. 9, 000
1936 --------------- pounds.- 95, 000

Wool knit gloves:
1932 --------------------------------------------- pairs. 180
1936 ------------------------------------------------ pairs.- 6, 876, 000

Wool felt hat bodies:
1932 ----------------------------------------------------- None
1936 -------------------------------------------- bodies-.. 6,524,000

Rayon waste:
1932 ---------------------------..--------------- pounds-- 41,000
1936 ------------------- --------------------- pounds._ 7, 826, 000

Class table and kitchen articles:
1932 ----------------------------------------------------- $2,000
1936 ------------------------------------------------- $110,000

Field glasses and binoculars:
1932 ------------------------------------------- articles-. 3
1936 ---------------------------------------------- do .... 528,000

Mechanical toys:
1932 ----------------------------------------------------- $17, 000
1936 --------------------------------------------------- $409,000

Pearl buttons:
1932 ------------------------------------------ gross - 143, 000
1936 ---------------------------------------------- do.. 610,000

Earthen household ware:
1932 ------------------------------------------- dozen._ 1,237,000
1936 ----------------------------------------------- do-..- 3,476,000

Sodium ferroecyanide:
1932 ------------------------------------------------------ None
1936 --------------------------------------------- pounds.. 1,645,000

Wire rope:
1932 ---------- --------------------- ----------- do ---- 610
1936-- ------------------------------ / --......... do.. 1,001,000

Rayon staple fiber:
1932- -------------------------------------------- ---- None
1936 -------.---------------------------------. pounds.. 6, 218, 000

Figures compiled by the American Tariff League from reports of the U. 5. Treasury Department



RECIPROCAL TRADE AGREEMENTS ACT 611
Selected imports from Japan 193S and 1936-Continued

Rayon woven fabrics:
1932 ------------------------------------------ pounds- 8,000
1936 --------- --------------------------------- do---- 265,000

Slide fasteners:
1932 ------------------------------------------------- (Not available)
1936 ----------------------------------------- fasteners__ 29, 977, 000

Thermostatic bottles:
1932 ------------------------------------------ bottles. 39,000
1936 -------------------------------------------- do.... 756,000

Tile cause of this great increase in imports from Japan was a decline
of 37 percent in the value of the yen, from 46 cents in 1029 to under 29
cents in 1936. With this depreciation in exchange, and due to the
fact that Japan's wages are less than one-tenth of ours, the so-called
high rates of the Hawley-Smooth tariff of 1930 were not able to stem
the flood of goods that came in, according to this list.

At the time the French reciprocal trade agreement was put into
effect, the franc had a value of 6.68 cents. Today the franc is valued
nt somewhere around 2.21 cents. This decline of'the French exchange
in relation to the dollar has rendered ineffective tie low duties resulting
from the French treaty. When the treaty with Great Britian was
signed, the pound was worth about $4.90. At present it has been
reduced to about $3.90.

Comparative American and English costs under varying duties
and exchange conditions are extremely enlightening. A certain top-
coating weighing 19 ounces per yard costs my firm $2.99 without
shipping charges or selling expense. In American money, at normal
exchange, that fabric can be made in England or Scotland, not
including shipping charges and selling expenses, to cost $1.52.

Under the Tariff Act of 1930, that fabric, made abroad, would
cost, plus duty, as follows:
Foreign cost ----------------------------------------------------- $1.52
Compensatory duty (to protect the wool grower) ------------------------. 60
Ad valorem (htity-55 percent (to protect American labor) ---------------. 83

Total ------------------------------------------------..--- 2.95
This is 4 cents less than our factory cost, and competitive conditions

are equal, which is all we ask.
Under reciprocal trade treaty rates, at normal exchange, the cost

would be as follows:
Foreign cost ------------------------------------------------------ $1.52
Compensatory duty -----------------------------------------------. 60
Ad valorem duty, 40 percent ---------------------------------------- 61

Total ------------------------------------------------------ 2.73
At 26 cents per yard less than American cost, cheap English labor is

replacing our American workers.
Now, with the pound at a discount of about 20 percent in relation

to the dollar, what is the Englishman's advantage?
English cost at 20 percent discount -------------------------------- $1. 22
Compensatory duty ---------------------------------------- . 60
Ad valorem duty, 40 percent ------------------------------------- .49

Total --------------------------------------------------- 2. 31
We find that a 20-percent cut in exchange rates is a far more serious

matter than a 28-percent cut in duties. A 28-pdrcent cutin dtitUY
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from 55 percent to 40 percent brings foreign costs, plus duty, down
22 cents per yard, which is indeed very serious. But, however, a
20-percent reducion in exchange rates increases that differential in
favor of the foreigner by 42 cents 'more, making a total of 64 cents
per ard or a ruinously competitive basis.

Many Washington officials seem to think that a 20-percent reduction
in foreign exchange means only a slight reduction hi foreign landedI
costs, If they really have a desire to preserve American industry,
they should stop theorizing and do a little figuring.

History had demonstrated very clearly the effect of war on imports..
After the War of 1812, with low protective duties, we were flooded
with quantities of foreign-made inerchandise. Similarly, in 1920,
again with low protective duties, we were flooded with foreign con-
sumer's merchandise, which led to an emergency tariff and later to
the act of 1922.

Tile present war is being fought on a basis of price controls, by
control of individual money income; by attemptiniig to stabilize prices
through elaborate price-fixing mechanisms; )y concentrating war
purchases within the area of this price control; by coordinated effort
to reduce civil consumption, thus forcing savings; then, by complete
control of the capital market, ensnaring these savings into war loans
and other issues necessary to the conduct of the war.

These autocratic controls will continue and make the next peacc
nothing but an armed truce, unless the major countries of the world
agree to these terms:

First. They must agree to the revaluation of currencies, the aband-
onment of controlled exchanges, and some practical method of
financing world trade.

Second. They must agree to eliminate all extra-tariff devices which
are the real obstacles to trade.

Each nation must be allowed tariffs sufficient to protect its economy
from competition from countries with low living standards, but must
agree to treat all nations alike, without fear or favor, and thus en-
courage multiangular trade. No other program will restore world
tiade and help toward the maintenance of peace.
-It is estimated that twenty to twenty-five million men and women

are today in the service of warring countries, either oi the battlefield
oi in otlier services connected with the war. When we again have
peace on earth, and Europe and Asia have exhausted themselves;
when they have added greatly to their already burdensome debts;
when their currencies are greatly de,,reciated; when their returning
armies are willing or are conscripted 1) work for a mere pittance to
keep from starvation, the influx of imported farm and industrial
products will be a more serious threat to our economy than over
before iii our history.

It is time that we were putting our house in order to withstand the
,shock. The first step in. that direction is for Congress to take backits
authority for tariff making, by refusing to extend the act of 1934

,beyond next June 12. The second stop is to abrogate those trade
tbaties already in effect.

0 There are plenty of grounds for such procedure, not only because
of d ,,preciation in foreign exchange, but also because of other viola-
tionf, of different character which have made it undesirable for some
of Vti6se treaties to'continue. Unless wetstart soon to put our house
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in order, tile beautiful daydreamof reciprocity will' turn into thnlosgt
hideous nightmare tile country has ever been through. The :awnkon
ing may find us no longer a government of" free people. , When peace
is declared, it will be too late to make the necessary adjustments.

One excuse offered by the State Department in asking the 6xtesidni
of the .Txade Treaty Act is:expros~ed as Jhei need' to have flexibility
of action after the present, wars are ovr.,' Theroe s no flexibility in'
the present program. It is just as infloxiblb as thei man who his it
in charge. Duties are always reduced., None have over becn raised,
nor will the State Department ever raise aliy:.' A return to the rates
in the Tariff Act of 1930 will place, us on a muth better basis of pro-

tection of our living standards and we have in addition the old pro-
vision allowing the Tariff Commission to rais, or lower 'rats 50 per-
cent. That Commission in the past',his on occasions raiseinsome
rates. Unfortunately, it I JhL that the masses of our'
people have had to p 1 .rough their si for the education' of
their leaders in ec ics, in spite of which, to 5 en; no education
seems to result experiencess of the phst are forgot id our holders
again force us 'ough needless ha ipp because of tflir ignorance.

Out State par.nmt, inwts d o t( the reciproa rade treaty
idoa to oth nations audoIilrivasthe ifibor of count s covered
by them, I a 1 )id too darly or tile, ', smnsi tiih it ha obtained
in return. .

Will I' gers once i'MtF ~A jnev l'os a, war n won a
conferen . This is eouallyi4 e ef our eadagre nent con ences.
Sir Joh Simon, British Cf cellor of th =xchq r, expre d the,
view of ieat Britain and ferb r I' g"mt Wdlen he sni "The'
British overnm' t i'ilk, t A", ia a trade 'ugroeme t With
tihe Unit SIt etrime ro: trade." , Hid e taiitlv

knew w t lie wadi tali pout. Fra~c r s ar dutie on the
eve of neotiations 'or rad'4Tea.rnd althou ilthe Sec tary of
State ma a public ounce i1i at,h w ou t deal ith any
nation un such conditions ,h#fl erthe ( oil'del * France.:'

Cases of nges, in the r .m~sificri on orts, 'of a igx'ireW&'
taxes after t treaties w ptiadi as e i as,th edutio i of
foreign exehan values, have go1e tfinoticed by ou titate Depart-
ment. The Dep mont is open to severe critici because of the
methods used in noting these treaties. F at negotiations en
the British agreement b' ,weeks beforulie'hearng opened.
The trade advisers and econA T ftie Unid nom worei
Washington when these hearings began; What they had to say'ad
the arguments advanced by'them were not made available to the
American interests concerned, Our interested OParties wbr'e not
invi6d to attend the preliminary mapping tlt of the'eoncessions.to'be
discussed. British advisers attended the public hearings, and, ot
course, were well prepared to combat in private the, eontentionW thaf
our American interests made in public. " . I,

Hearing, given'over to our farm, industrial i and labor leaders Awbe
so perfunctory and apparently so boring to our, offiialN in charge thai'
every one ia attendance felt t at the stage was already set, land that
their efforts were futile. Announcement of' the" final agreniient only
confirmed our worst fears. " /

The only appeal from thm harm. that might be don by the State
Department in the reciprocal 'trade treaty .pr6gramj Is tw Congress,

611Y
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and we are appealing to Congress now. It is true that the State
Department has formed a Committee for Reciprocity Information,
to which any industry which has been hurt is entitled to appeal.
Those who have taken this course have not been given any satisfaction
The most notable case was that of the lace manufacturers of the
United States. When they appealed for relief because of the tremen-
dous imports of lace from Irance, the Committee for Reciprocity
Information considered the ease apparently for over a year and then
informed them that the increase in imports of lace was the result of
style changes, and that the new styles in vogue could not be produced
by American manufacturers. It so happens that the machinery used
in France and America is identical, and anything made in one country
can be made in the other. It, is very evident that no real investigation
was made, or else the person delegated to make the study had no idea
of the manufacture of lace or was grossly unfitted for his job.

Americans have no confidence in one-man legislation. No one man
should have the power to decree the death of any industry and the
unemployment of its workers. There is safety in numbers, and tariff-
making and treaty confirmation should be vested in Congress, where it
belongs, according to the Constitution of the United States. Of
course, the proponents of the trade treaty program contend that
lobbying and political logrolling make it impossible for Congress to do
justice to the Nation. Recent events prove conclusively that one man
also may be influenced by political logrolling.

The unprecedented action by the State Department in withdrawing
from consideration in the Chilean agreement proposed concessions on
copper and copper products, at least casts a suspicion that the Depart-
ment was influenced by the threat of representatives of the copper
States that they would oppose the extension of the reciprocal trade
program.

The sudden ending of the trade parley with the Argentine and
Uruguay is suspiciously of the same nature. This is indicated by
an article which appeared in the New York Times of January 6,
wherein they state as follows: "Opposition to the trade agreements
program in this country, an opposition that is being reflected in the
impending Congress over extension of the program, has made it less
easy for the American negotiators to grant concessions." This is
surely an admission in print by a newspaper friendly to the trade-
agreements program that the State Department is influenced by
political considerations.

Our exports in 1939 were only about 4 percent of our total national
income. We are placing too much emphasis on foreign trade as a
cure-all for our ills. Our foreign trade alone can never bring pros-
perity to this country. All trade, foreign and domestic, depends on
the purchasing power of our people . Our foreign trade will only
expand whei we increase production of goods and services for domestic
purposes.

It seems sort of nonsensical when mature statesmen stand before
this intelligent body and insist that the 4 percent is more important
than the 96 percent. Can the tail wag the clog? The State Depart-
ment says it should, even if it is impossible.

A wise domestic policy is the only sort of foreign trade policy we
should pursue, for we must first look inward if we are to look outward.
Under tha present policy of the State Department we are competing
against the world for our own markets, as well as for world trade.
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The only way we can successfully accomplish this is to reduce our
standards of living to those of the rest of the world. When that is
done, we will' fird that we have ruined the biggest consumer market
we have ever had. All of the rest of the world's markets put together
will not reimburse us for that loss.

I shouh like to have a table showing the'value of international
merchandise transactions on 40 international basic commodities, re
ducked to a uniform gold basis, the wholesale-price index, included as
a part of my testimony.

The CHAIRMAN. That will appear at the conclusion of your testi-
mony.

You have taken quite an interest against the continuation of the
trade agreements, have you not?

Mr. BROWN. Yes, sir.
The CHAIRMAN. And in criticism of then?
Mr. BROWN. Yes, sir.
The CHAIRMAN. And to the extent that you have even paid money

for advertisements in some of the newspapers against them?
Mr. BROwN. In the trade newspapers; yes, sir.
The CHAIRMAN. The Daily News Record is one of them?
Mr. BROwN. Yes, sir.
The CHAIRMAN. In answer to one of those advertising letters, the

letters that you have written attacking the trade-agreement policy,'
you received a letter from Secretary Hull, didn't you?

Mr. BROWN. Yes; I did.
-The CHAIRMAN. IF, which letter lie stated as to one of your argu-

meits about the Smoot-Hawley tariff rates:
I Ow, actually, did the wool manufacturing industry fare in this situation?

Did the Workmen in the industry obtain, as a result of this tariff legislation; that'
addition "$4 a month," or "$48 a year" which, in your very misleading advertise-
ment','yotr now claim is being taken away from each workman on account of tire
taiff concessions on wool manufactures in the United Kingdom agreement?

Of course they did not. The result was not satisfactory to 'American workers
in general or to textile craftsmen or, indeed, to anybody. In 1929 at a time when
14,307,000 square yards of woolen and worsted pieee goods, valued at $17,681,000
were Ieing imported, there were 147,000 workers employed in the woolen and
woroted industry, and their weekly pay roll averaged $3,157,000. In 1032, when'
impotts of woolens and worsteds iad declined to 3,437,000 square yards, valued
at $2,530,000, there were 101,000 workers employed in your industry and their
weekly pay roll averaged $1,533,000. In other words, the number employed
had fallen by nearly a third, and the total pay roll by more than half.

That was following the Smoot-Hawley Tariff Act?
Mr. BROWN. Correct.
The CHAIR'MAN. You received that letter from Mr. Hull?
Mr. BROWN. I did. I have the original right here hi front of me.
The CHAIRMAN. I would like to put it in the record following your.

remarks.,
(The same'is as follows:) ' MAY.15 .

• ".'' ,MAY 15, -1939.

Mr. MLIiAm) D. BRowr,
President, Continental Mills, Inc., Phfladelphia, Pa.

MY':D AR Ma. BROWN: I have received your letters of Ma'rbh 15, March 22,
and March 29, 1939, attacking the trade-agreements program, and enclosing re-
prints of advertiscients which your company inserted In the Dailly News'Record,
New York, of tie same dates, in which you 'attacked the trade-areements pto-

gram, with particular reference to the agreetfent with the Unrted Kingdota,
effectivdJlatualry, 1, 1939, under which 'th duties b: certain 'woolen arid worstS€!
textile 'were teduced, Since It appeared that thee atta'ks were taking a serial'
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form, acknowledgment of your letters has been deferred pending completion of
the series.

These widely publicized advertisements evidently seek to foster the belief
among workers in the wool-manufacturing industry, and on the part of the
general public, that the trade-agreenments program is contrary to the interests
of the workers and of the Nation. In the interests of fairness and truth I cannot
allow such statements to paes unchallenged.

The truth is that the trade-agreements program is tint opposed to the real
interests of American labor, or of workers in the wool-manufacturing industry.
Moreover, it most certainly is not, as alleged in these statements, an "altruistic"
program under which business is taken away from Americans and landed over to
foreigners.

The essential facts are:
First, that despite your inferences to the contrary, actual conditions ill the

wool manufacturing industry are not worse thaothey were -beforttyte'-trade
agreement with the United Kingdom went into effect, but instead are decidedly
better than they were last year.

Second, that the trade agreement with the United Kingdom has not resulted in
such an increase in imports of wool products as could be seriously felt by the wool
manufacturing industry or by workers in the industry; whereas, on the other hand,
the trade-agreements program as a whole is operating to the definite advantage of
the industry and of those who gain their livelihood from it.

Third, that' the trade-agreements program does not destroy, but on the con-
trary promotes, economic activity and employment in this country, to the benefit
of all important economiic groups, including the wool-manufacturing industry.

As to the first proposition-the inference that conditions in the industry have
been worse since the trade agreement with the United Kingdom went into effect
on January 1, 1939--permit me first of all to call your attention to your own
advertisement in the Daily News Record, under date of March 8, 1939. This
advertisement-which was not included among those which you forwarded to
me--stated, among otlhdr thifigs; that:

"The general economic situation shows signs of marked improvement. More
people are being employed; more money is being disbursed in private pay rolls;
more impetus is being given to consumer purchasing power. * * * There is a
real-dearth of quality clothing in the marts of trade. A latent demand for mer-
chandise of established character will be manifest in the new season. It behooves
its to take steps to stimulate and supply it."

The fact is that the important indexes of conditions in the industry reveal a
decided improvement during thc first quarter of 1939 as compared with the same
period a year ago. The average number of persons employed increased by 28
percent. Average weekly pay rolls increased by 40 percent. Machinery activity
increased by 68 percent. Consumption of raw apparel wool increased by 106
pptcent.' While, for reasons with which you are doubtless familiar, these per-
centages vary rather widely, they tell the same general story, namely that the
situation is much better than it was last year. Whatever the explanation may
be, it is eertamilv a fact that conditions in the industry have not worsened, but
rather have definitely improved, since the trade agreement with the United
Kingdom ivent into effect.

The second point noted above---relating to the effects of the trade agreement
with the United Kingdom, and of the trade-agreements program as a whole, upon
the wool manufacturing industry-calls for more extended discussion.

It is, of eqiurse, a fact that duties were reduced on various items in the wool
schedule in'that ogreehicnt. Naturally, It should be expected that imports, will
be largest than would be the ease if the ditties had not been reduced.. Only, op that
assumption could !we expect, to obtain from the' United Kingdom' worthwhile
concessions omi behalf of our agricultural and industrial exports. But these duty
reductions on wool manufactures were carefully devised, from the standpoint
both of types of goods selected and of magnitude of the reductions, wvith a view to
giving reasonable assurance that any adverse direct effects upon the domestic
industry onl account of increased imports would not be serious and would be at
least counterbalanced (in actual fact probably more than counterbalanced) by
the favorable effects, of the British agreement and the trade-agreementsl program
as a whole upon donwatic prosperity and hemce upon the capacity of American
consumers to buy the prpduiets of the wool manufaturing industry.

Nothing hag jappejic since the British agreement went into effect which would
indicate titt these calculations were erroneous. The figures you give as to it-
ports In Jamtuary. 1939 and 19,38 are not good evidence to support the nhlarmi9t
qoncliuion which yqu seek'to convey cotucernin the effects of recent imports uif
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wool nianufaetures upon the domestic industry. To say that imports of wool
fabrics, for example, amounted to 1,602,000 square yards in January 1939, as
compared with 811,000 square yards in January 1938, may seem alarming to
some. But an uncritical acceltauce of such figures as representing a flood of
imports fails to take into account not only that these increased imports are still
oly a very small perceiitage of our domestic consumption but also that imports
immediately after the tariff reductions went into effect included considerable
quantities which had been previously withheld from entry in anticipation of the
reductions.

That this withholding of entries did in fact take Ilace is quite evident from
the figures. In November and December 1938, imports of woolen ard worsted
fabrics were smaller, even, than it the same months of 1937--.and this, too, in
sipite of the fact that the domestic demand was stronger and consumption greater
tian iin the preceding year. For the last 2 months of 1938, imports amounted
to 905,000 square yards, valued at $643,000; whereas, a year earlier, they had
amoiited to 1,281,000 square yards, valued at $1,118,000. It is perhaps note-
worthy also ini this connection that imt)orts since January of the present year
have been receding rather than increasing, having declined from 1,602,000 square
yards in January to 1,081,000 square yards in February, and 974,000 square
ya-ds it March.

In your statements you allege that these imports are a serious burden to the
industry and to the workers in the industry. There are no real grounds, however,
for such a conclusion ; and the manner in which it is arrived at furnislies an excellent
illustration of a basic weakness in your approach t the whole problem which is
common to most of the attacks that. are made on the trade-agreements program
by industries on whose products tariffs have been reduced.Your conclusion assumes that only a certain quantity of woolens and worsteds
can be sold in the United States and that the sole question is whether the domestic
industry shall supply all of thel- demand, or whether some part of the demand-
however sinall-shall be supplied by imports. What this completely overlooks,
apart from differences in type ald quality of the imported products on which
duties were reduced as compared with the vast bulk of the domestic produetioi,
is the fact that the trade-agreements program as a whole lhas a definite bearing
upon the capacity of the American people to buy woolens and worsteds. Yet
the facts are: (1) That the general prosperity of this country is profoundly im-
portant to your industry, as to others; (2) that the rebuilding of our foreign trade
is an essential phase of any program for establishment of stable conditions of
prosperity; and (3) that the trade-agreements program, by removing excessive
and unreasonable barriers to trade and reopening foreign markets for products
of American agriculture and industry, is a major contribution to thht end.

In this connection our recent tariff history is highly instructive. For it shows
all too clearly what happens when tariffs are forced tip to embargo levels and the
-foreign trade of this country is decimated in conseqo nce of such extremism.

In 1930 the Hawley-Smoot Act was adopted, shutting out of our markets prac-
tically everything that could be produced in this country at costs not utterly pro-
hibitive. Ii that act the duties on wool manufactures were still further increased,
notwithstanding that they were already high enough so that imports comprised
but a small part of our total consumption, and in substantial part were composed
of high-priced specialties. lri order to obtain these further Increases, wool manu-
facturers acquiesced in the imposition of embargo tariffs on the products of other
industries as well. The result was a most untimely contribution to the general
economic collapse at home and abroad which brought severe depression not only
to our great export industries, both agricultural and manufacturing, but to all
branches of our economic life, including the wool manufacturing industry.

How, actually, did the wool manufacturing industry fare in this situation?
Did the workmen in the industry obtain, as a result of this tariff legislation, that
additional "$4 a month," or "$48 a year" which, in your very misleading advertise-
ment, you now claim is being taken away from each workman on account of the
tariff concessions on wool manufactures in the United Kingdom agreement?

Of course they did not. The result wva4 not satisfactory to American workers
in general or to textile craftsmen, or, indeed, to anybody. lit 1929, at a time when
14,307,000 square yards of woolen and worsted piece goods, valued at $17,681,000,
wvere being imported, there were 147,000 workers employed in the woolen and

worsted industry, and their weekly pay roll averaged $3,157,000. In 1032, when
imports of woolens and worsteds had declined to 3,437,000 square yards, valued at
$2,530,000, there were 101,000 workers employed in your industry and their weekly
pay roll averaged $1,533,000. In other words, the nuniber employed had fallen
by nearly a third, and the total pay roll tiy more than half,
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Keeping out of the domestic market almost every trace of imports of woolen
goods, as part of a general tariff policy which destroyed a large part of our foreign
trade and contributed greatly to the general economic maladjustment both in
this country and abroad, did not prove to be a paying proposition for your in-
dustry or the workers in your industry. That imports of wool fabrics amounted
on the average to only about 1 percent of our domestic consumltion-as they
did after 1930--was surely poor consolation for the 46,000 employees who were
out of work and for the decline of more than half in the pay roll of your industry.
As a matter of fact a study of the trends of national income and of domestic
exports and imports over the past 15 years shows that all three tend to fluctuate
in unison. For example, in 1929, when national income reached 81 billion dollars,
our exports amounted to 5.2 billions and our imports to 4.3 billions. By 1932
national income had fallen to 40 billions, exports to 1.6 billions, and imports to
1.3 billions. Arc not these figures sufficient evidence to any reasonable person
that there is something radically wrong with the idea, which seems to be the
underlying assumption of your statements, that a slight change in the small share
of the domestic market supplied by imports is what makes the difference between
good and bad times for the American industry?

It is idle to say that other factors besides the Hawley-Sinoot Act contributed
to the depression. That there were other important factors, no informed person
would deny. But neither would lie deny that the rapid rise of trade barriers
throughout the world-a development in which our own tariff policy after the
World War, reaching its ultimate extreme in the Hawley-Smoot Act, played a
sinister part-was an important factor in contributing to and greatly aggravating
the general depression.

The third point which I set forth at the beginning of this letter was that the
trade-agreements program tends to promote economic activity and employment
generally in this country. What I have just said concerning our experience under
the Hawley-Smoot Act shows clearly enough what happens when the opposite
policy, the policy of embargo protectionism, is followed. I desire, however, to
comment further with reference to the attempt in your statements to induce
workers in your industry and the public generally to believe that the trade agree-
ments program is merely an altruistic policy which aims to engender good will

.abroad at the expense of American industry and the American standard of living.
The fact is that the trade-agreements program has been remarkably successful

in restoring foreign-mnarket opportunities for many products of our farms and
factories. In the agreement with the United Kingdom alone--the main object
of your unfair attacks-we obtained specific concessions on American products
exports of which to the United Kingdom, Newfoundland, and British colonies in
1936 amounted to $326,000,000. It is obviously too early to judge the value of
these particular concessions in terms of actual trade increases. However, it is
significant that exports to agreement countries in the 2-year period 1937-38 were
greater in value by 61.2 percent than the average for the preagreement period
1934-35, while exports to all other countries increased by only 37.9 percent.
Agreements are now in operation with countries which in 1938 accounted for nearly
60 percent of our total foreign trade.

These are some of the facts you fail to mention which are vitally significant to
the vast number of American producers of farm and factory products who must
export, or shut down or operate at a loss. When these American producers lose
export markets as a result of embargo tariffs here and abroad or for any other
reason, then the wool manufacturing industry and other "protected" industries
lose part of their domestic market, and we have what we had in 1930, 1931, and
1932.

Neither do you mention that the powers vested in the President by the Trade
Agreements Act have been exercised with the utmost scrupulousness. The Presi-
dent has had the assistance of all the facilities of information and expert judgment
available to the Government of the United States from official and private sources,
and every detail of the agreements has been scrutinized by expert advisers with
a degree of thoroughness such as has never before characterized the determination
of tariff rates in this country.

In view of all the facts and circumstances, it seems to nm that the misleading
claims and inferences which are set forth in your advertised assertions cannot pos-
sibly serve any useful purpose either from tie staldpo.int of time public generally
or from that of the workers in time wool manufacturing industry.

Without questioning the honesty of your motives and convictions in connection
with these matters, I am convinced that you have not taken all of the facts into
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account. It is to be regretted that no opportunity was sought, before your state-
acists were pulblished, to discuss the whole subjec t with us. We would have been
very happy to discuss it with you, an l we are still ready to do so at aly time.Sincerely yours, (Signed) CORuDELL H[ULL.

(The table suf 'aittcd by Mr. Brown entitled "Value of International
Merchandise Transactions," otc., is as follows:)

Value of international merchandise transactions wholesale price index, 40 international
basic commodities reduced to uniform gold basis---The lVorld (109 countries)

Im p orts E s o r ts T oal V lu 'io olnter -
- (rat hides national

(1il on (Iil i1n trad01 lotN- price Indexdollars) do013rs) l 1dohr) dollars) 100 1910-14-=

100

1911-13 ................................ 20,48.5 18,92 30,447 100 105D
1922 ...................... ........... _ 24, 161 22, 643 46,804 118 146
1923 ........ 2.............0............. 26, 500 24,729 51,235 129 154
1024 ................................... 29,552 28,293 07,845 146 149
1920 ................... ............ 33,656 31,762 65,418 165 165-
102- ............................-------- 32, 57 30,073 62, 640 150 144
1027 ...................................... 33,709 31,294 15,003 164 140
1028 ..... ...... .......... ... ....... 34,613 32,534 07, 147 170 139
1329 ........... 0....................... - 35,443 32,710 68,153 172 137
1930 ...................................... 28,793 26,154 54,947 138 117
1931 ................................... . 20,748 18,715 39,463 100 g0
1932 -.- --........ ................. . - 13,932 12,615 26 47 67 72
1933 ..............-- --....... ...... 12,431 11,413 23, 844 60 66
1934 --......................... 11,039 11,050 22,089 58 62
1935 ............----.......... .......... 12,102 11,322 23,514 59 62
1930 ---------- - -........ ...... --- 13,053 12,102 25,145 63 66
1937 .................................. 16,170 2 4,933 511,103 78 75

The CHAIRMAN, We will recess until 10 o'clock tomorrow morning.
(Whereupon, at 1:05 p. in., a recess was taken until Tuesday,

March 5, 1940, at 10 a. m.)
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EXTENSION OF RECIPROCAL TRADE AGREEMENTS

TUESDAY, MARCH 5, 1940

,UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to recess, in the Finance Committee

room, at 10 a. m., Senator Pat Harrison (chairman) presiding.
The CHAIRMAN. The committee will come to order.
The first witness is Mr. Russell B. Brown, of Washington, D. C.,

representing Independent Petroleum Association of America.

STATEMENT OF RUSSELL B, BROWN, WASHINGTON, D. C.,
REPRESENTING INDEPENDENT PETROLEUM ASSOCIATION OF
AMERICA

Mr. BROWN. I am appearing here in behalf of the Independent
Petroleum Association of America, a national organization of inde-
pendent units in the petroleum industry. T present a resolution from
that association for the record.

(The resolution is as follows:)

RESOLUTION ADOPTED AT ANNUAL MIEETINO OF THE INDEPENDENT PETROIuEI
ASSOCIATION OF AMERICA, FORT WoRTH, TEX., OcTOisa 20, 1939

The conservation programs of the oil-producing States are related to a policy
of balancing supply with demand in order to avoid waste. One feature of supply,
imports, is not within tin power of the States. Because the amount of these in-
ports which may enter our markets at any time is unpredictable, the careful plan-
ning of State corisorvation bodies may be, and lies often been, defeated by un-
expectedly large quantities of these imports, which have demoralized our markets
and adversely affected the economics of the industry. Since the domestic pro-
ducers of petroleum are making their contributions to tile public revenues through
the taxes they pay and are accepting production limitation as a necessary part of a
sound conservation program, we believe that importers of cheaply produced for-
eign oil should be willing to pay a proper excise tax and to accept an ecaiivalent
limitation on the aniomnt of foreign oil they bring into our markets: Therefore
Ihe it, ,

Resolved by the lndependent Petroleum Association of Atnerica at its anaul ineet-
iW held at Fort llWorth, Tex., this 20th dayj qf October 1939, That Congress is hereby
petitioned to impose all adequate tariff oil imports of petroleum and its products.
and that until such tiie as this tariff may be adopted the present excise taxes on
imports of crude oil and fuel and gas oil be increased from one-half cent to 1 cent
per gallon, and that new excise taxes of $2 per ton be levied upon imports of as-
phalt, natural or otherwise; be it further

Resolved, That Congress is hereby petitioned to adopt legislation restricting
the imports of crode petroleum and its products to an amount not in excess of
4.5 percent of the consuimptive demand in this country as estimated by the United
States Bureau of Mines; be it further

Resolved, That Congress is hereby petitioned to repeal that section of tine
lieventie Act of 1932 which exempts from exiese taxes importations of crude
petroleum and its products used for the supplies of vessels.



RECIPROCAL TRADE AGREEMENTS ACT

I am also authorized to represent the following petroleum organiza-
tions: Central Pennsylvania Oil Producers Association, Oil and Gas
Association of Michigan, West Central Texas Oil and Gas Association,
Ohio Pennsylvania Grade Oil Producers Association, Panhandle Pro-
ducers and Royalty Owners Association, Independent Oil Producers
Association of Illinois, Western Pennsylvania Oil Men's Association,
Rocky Mountain Oil and Gas Association, Lima Crude Oil Improve-
ment Association, San Joaquin Valley Oil Producers Association,
Illinois-Indiana Petroleum Association, Southern Oklahoma Oil and
Gas Association, Oklahoma Stripper Well Association, North Texas
Oil and Gas Association, Oil Producers Agency of California, New
Mexico Oil and Gas Association, California Oil and Gas Association,
National Stripper Well Association, Creek County Stripper Well
Association, and Kansas Independent Oil and Gas Association.

I have also received resolutions from the following associations in
opposition to use of the excise taxes) adopted in 1932, in trade-agree-
ment bargaining: Oil and Gas Association of Michigan, Rocky Moun-
tain Oil and Gas Association, San Joaquin Valley Oil Producers Asso-
ciation, Oklahoma Stripper Well Association, North Texas Oil and Gas
Association, Oil Producers Agency of California, and Kansas Inde-
pendent Oil and Gas Association.

The original authorizations and resolutions from these organizations,
as well as other phases of the argument which we will not repeat here,
are filed with the House Committee oil Ways and Means and appear
in the report of the recent hearing held by that committee on this bill.
The associations named request that your committee consider some
amendment to House Joint Resolutioi 407, which would insert in the
present act a. section so clarifying the law that the excise tax on oil;
adopted in 1932, may not be included in any trade agreement. They
join in a protest against the inclusion of the petroleum excise taxes
in the Venezuelan trade agreement as unauthorized by the Trade
Agreement Act, as against the expressed intent of Congress, as not in
accord with the purposes of the act, as damaging to a national petro-
leum conservation program, and as granting rebates in taxes to a few
great corporations instead of concessions made to Venezuela.

The Venezuelan agreement assumes that these excise taxes, which
are a part of the internal-revenue law, are a part of the tariff law.,
They are not tariffs. When the Smoot-Hawley tariff bill was before
the Senate, the domestic petroleum industry sought a tariff on petro-
leum imports. A tariff was denied them.

The domestic petroleum industry is not listed as one of those in-
dustries receiving favorable treatment under the tariff laws of the
United States. This is not because we did not want it. It is not
because we did not seek such favorable legislation. We not only de-
sired such legislation but used all reasonable methods of impressing
that desire on Congress. Congress refused our request. That re-
fusal was understandable at the time of the passage of the tariff bill.
There was a great deal of opposition to placing a tariff on the importa-
tion of oil. That opposition came from a powerful source. A group
well versed in legislative matters wanted to keep the channels for
importation open. Through their efforts mitch confusion of the real
issues resulted. They had already convinced many in Government
that our domestic supply was in danger of immediate exhaustion, that
the tariff would be passed on to the consumer, that the imported oil

622
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was not competitive with our oil, and that we, in fact, needed this
foreign oil to supplement our own supply. As a result of this con-
fusion, Congress was reluctant to grant our request.

The argument presented by the domestic petroleum industry was
that a tariff would be an aid to prevention of monopoly-that was
newv; that there was no immediate danger of exhaustion of our pe-
troleum resources--that was contrary to the charges of many large
groups and difficult to prove; that the tariff differential would not be
passed on to the consumer, because it would keep alive the independent
producer in America whose competition would keep down the price
of petroleum l)roducts-that was new and a matter which time alone
could establish.

Time passed, and the independent producers continued to insist
that they were fighting for their lives. Finally, in 1932, a sufficient
number in Congress realized the seriousness of the arguments of the
independents that they were willing to hear them further and if
possible, give them a chance to establish their case. Congress, aiter
learning the facts, recognized the need for assistance to this important
group and suggested the excise taxes. This offered immediate revenue.
It would give also an opportunity to test out the arguments for a
limitation on imports subject to the constant supervision by Congress
that is the characteristic function of legislation involving revenue.
I Thse excise taxes on petroleum and its products adopted by

Congress in 1932 were the first step taken by Congress in what became
an important part of the national program for the conservation of this
natural resource. This program was accelerated by a general oil con-
ference held in Washington, beginning March 26, 1933, at the call of
the Secretary of the Interior. That conference was attended by
Governors of oil-producing States or their representatives, by repre-
sentatives of the major oil companies, and by representatives of asso-
ciations of independent producers. The joint meeting of these three
groups adopted a. program which set forth those things which the
Federal Government might do, those things which the oil-producing
States might (to, and those things which the industry could do to pro-
vide a basis for the conservation of oil and gas resources. Prior to the
vote upon this national program, Secretary of the Interior Harold L.
Ickes addressed the general meeting Monday afternoon, March 27,
at 2 o'clock, in the auditorium of the Interior Department, on the
problems of the industry. In the course of that address he said:

The public is concerned with the necessity for bringing production of crude into
balance with the market demand for petroleum products. If this balance can 1e
attained, stabilization will follow, with protection to royalty owners, landowners,
the consuming public, and manufacturing and marketing agencies.

At the close of Mr. Ickes' address the general meeting adopted a
general program which would aid in bringing about a balance of
supply with demand, which was in accordance with the statement
made by Mr. lckes about the necessity for such action. As parts of
the Federal aid in effectuating that program were "an adequate
competitive tariff on crude petroleum and the products thereof"I and
"limiting imports to the average of the last 6 months of 1932" and-
the adoption of a law prohibiting the transportation in interstate and foreign
commerce of any oil or the products thereof producer or manufactured in any
State in violation of the laws thereof, and providing adequate penalties for viola-
tions of the said law.

623
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Tile States were to pass and enforce proper conservation laws for
prevention of waste, restricting production to consumptive demand.
The industry was to observe these laws and cooperate in conser-
vation programs.

The Federal Government, the oil-producing States, and the in-
dustry in general have accepted responsibility for those portions
of that program over which they have control. In accordance
with this policy, Congress has passed the Connally "hot oil" law,
authorized the interstate oil compact and through the Bureau of
Mines, provided monthly estimates of demand for motor fuel. These
excise taxes are an integral part of this threefold program. Without
these forms of support by the Federal Government, time tasks of the
oil-conservation bodies in the various oil States would have been inade
quite difficult, if not impossible.

It is noteworthy that all of these measures are temporary. With
time exception of the Bureau of Mines estimates, they have a tine
limitation. This enables each successive Congress to review the
operation of these measures and their effect, their part in the national
conservation program and the desirability of continuing, discontinuing,
or modifying them. This is not (lone with general legislation. Tins
biennial review of the condition of the petroleum industry made
necessary by the time limitation, made Federal participation in the
national conservation program. much more effective than inclusion
in permanent legislation or, in time case of the excise taxes, in a long-
term tariff bill, could have (lone.

It is not the 50 percent reduction in these excise taxes on imports
not in excess of 5 percent of our refinery runs of which we are coin-
plaining, but time fact that this agreement attempts to destroy the
power of Congress to increase these taxes or to establish a limitation
on imports should a flood of foreign oil enter our markets, and thus
continue effective participation in the national conservation program.
The agreement, therefore, encourages the importers by declaring that
they are safe from any interference by Congress during time life of the
agreement which may be continued for an in(lefinite period if the
State Department so desires.

When the Senate Finance Committee favorably reported the original
bill levying these excise taxes, assurances were given to the comi-
mittee by those in the industry who favored this legislation that no
harm but much good would result if Congress should take this action.
Those assurances were well founded. Time current situation of the
industry demonstrates that. The number of independents in the
industry has increased. The domestic producers have been able to
furnish such competition to tile major importing companies that the
price of petroleum products to the consumer, comparing tile 7-year
period prior to the excise taxes with tme 7-year period since then, has
decreased. May I insert at this point a table showing this in detail.

The CHAIRMAN. Yes; that may be clone.
(The same is as follows:)



Average annual prices-All commodities and petroleum and its products

Index of wholesale Kerosene p bi p Bunker C fuel oilprices KeSerine p ices h ue I  Lubricating oil price price

Crude Service L Petro-
oil 

sta ti n  
0il price,. leun

Year Petro- price gas-line Okla- asphalt.Iem e d or price New C horna Okla- Pennsyl- Gulf Gulf New value perproducts ; o,,t.7 br (per York (per (per homa vanis coast coast York short

(1 - (1926- gallon) (per gallon)' ( (per (per (per (per wn It
100) . .... galloallon gallon) gallon)' gallon)' barrel)' barrel)"

1925 .. .......................... ......... 95. 0
19Z2 - - - - - - - - -- - - - - - - - - - 100. 0
1925 -- ------------------------------------ 72 -
192 -------------------------------------- 71- 3
19 0- - - - -- - - - - - - -- - - - - - - 61.5
1931 ................................... 39.5
1932 -------------------------------------- 45.4
1= .................................... 41.0
1934 ................................... 0.5
1935 ................................... 51.3
1936 ..................................... 57.3
1937 -------------. ...........
1938 .............. ..- 5..A
19 9 to--------------- exc-------se - 52.2
Average 7 years prior to excise taxes

(1925-31) ---.. .. . . . . .. . . . 73.2
Average 7 years after excise taxes (1933-

39) --------------------- 52-7
Percent change -S.......................

193.51 81.68 $0.2009 ft01320 80.1150 $ 0.0369
100.9 1.88 .207 _1690 -1360 .0485
92.11 1.30 .1829 .150 .1240 .1062
96.7 1.17 .1790 .10 .1190 .0320
95.3 .21 .1792 .1500 .1280 .0376
86.4 1-19 .1617 .1220 .1250 .0315
73.O0 .65 .1590 .1130 .9 .020t
84.8 .87 . 1335 ft9)0 0970 .0253
65.9 I .67 1 1241 0850 I 20910 .0248
M-9 L.09! 1384 .0840 .0890 .0287
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79.61 1.13 .1407 .0820! .1030 M038
77.1 .98 .5331 .740 .1000 .0342

92Sf 1.31 .16 1420 .1200 .0347

77. 100 OD 3V M .0960j .0328
-1 24~ -2 4 -0

'From U. S. Bureau of Labor Statistics.
' Average value at the well from U. S. Bureau of Mines. Data for 1939 estimated from prices at well.
3 Price exclnsive of State and Federal gasoline taxes in 50 cities. Data from American Petroleum Institute.
'Tank-wagon price.
I Tank-car price of No. I straw distillate fuel. ""
0 Tankcar price of 200-viscosity No. 3 oil in Mid-Continent.
7 Tank-ar price of 600 steam-refined, filterable oil.
s Tank-car price of 500-viscosity No. 25,-3 oil in south Texas.
' Price in cargoes for domestic shipmrr A and export.
it Prlce in cargoes In New York Har ir.
11 Data from U. S. Bureau of Mines.
"2 Average value 6 years after excise tax (1933-38). Value for 1939 not available.

Not-Vala in references 4-10 frtrm National Petroleum News and American Petroleum Institute.
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Mr. BRowN. This takes the average annual prices of all commod-
ities, and petroleum and its products, and it shows, taking 1926 as
100, for 1939, the index of wholesale prices of petroleum and products
was 52.2; on all commodities, 77.1; the average value at the well of
crude oil in 1939, 0.98 per barrel; the service station gasoline price
per gallon, exclusive of State and Federal gasoline taxes, 0.1331 per
gallon. This table also gives the average prices for the 7 years prior
to the excise taxes (1925-31) and the average for the 7 years after
the excise taxes (1933--30), and it shows that the argument made
against them, that they would be passed to the consumer was not
realized because, as we contend, competition forced the prices down.

The employing and purchasing power of the domestic industry has
increased. Exploratory work has been encouraged by the improved
condition of the industry. New discoveries have been made and the
known reserves are the highest in our history. Development work
begun in States such as Missouri, Nebraska, and Mississippi, which
had not hitherto been seriously considered. In many ways these
taxes have lied a beneficient effect upon the financial and industrial
life of the oil States of the Nation, and, ultimately, upon the financial
and industrial life of the entire Nation.

No opportunity was given the domestic industry during the nego-
tiation of the Venezuelan agreement to present to the negotiators the
facts about these excise taxes, their Importance to the domestic
industry and the necessity for continuing the biennial supervision of
Congress over them. We were referred to a committee to which we
might address any statements we might care to make. That com-
mittee was unwilling even to give us information as to whether
petroleum was to be considered in the formulation of the agreement.
We could obtain no light whatever upon the possible plans of the
State Department. We were not even told the names of those who
were engaged in the actual negotiations. We could not learn whether
anyone was supporting such inclusion of these taxes. We were com-
plet'ly in the dark in a matter of highest importance to every domestic
producer of petroleum. We could not bring ourselves to believe that
the State Department would actually assume the power to include
these taxes in any agreement since Congress had so definitely made
clear its intent that the authority to red uce tariffs should not apply to
these excise taxes. We were definitely denied the right to argue this
,question of authority by the committee and frther denied it by the
very manner in which the hearings were conduted, since we could not
learn what arguments were being used agains us, or by whom those
arguments were being offered,

It was only when the conclusion of the Venezuelan agreement was
announced that we learned that, disregarding the expressions of the
intention of Congress, the State Department had granted the 50
percent reduction in these taxes oi an amount of imports not mor,
than 1 percent of the domestic refinery runs in the preceding yea.
We then requested the President, before maing any proclamation
which would make the agreement effective, to grant us an opportunity
to be heard on this matter. We did this because there was no other
avenue of effective review open to us. We were not given that
opportunity.

That Congress intended to reserve to itself authority over these
excise taxes was expressed in the records of congressional action on the
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original Trade Agreements Act. This committee, as then constituted,.
in its report upon the proposed act in 1934 used the identical language
of the report of the [louse Ways and Means Committee, which said:

In order that the necessary reciprocity may be accorded, the President is em-
powered to promise that existing duties which affect imported goods will Ilot be
increased during the term of any particular agreement. It should be carefully
noted, however, that the President is given no right to reduce or increase any excise
duty. His power of reduction of duties is limited to those which are'in fact
customs duties.

The present chairman of this committee, explaining the bill to the
Senate, repeatedly called attention to this limitation of power in the
bill amid stated in the clearest language that "it was the intention of
those who framed the legislation, and of the House in passing the bill,
that they (these excise taxes) would be frozen; in other words, they
might not be modified." Members of the Senate and of the House
who voted for the bill have publicly stated that the bill was passed
because of such positive and definite assurances given to them by
those who were in charge of the measure.

Senators Henry F. Ashurst and Carl Hayden of Arizona, protesting
against a proposal to affect the excise tax on copper through a trade
agreement with Chile, have stated that a reduction in these excise
taxes would constitute a breach of faith with the Congress and that it
was plain that Congress had never evidenced any intention of relin-
quishing control of these temporary excise taxes.

Senator VANDENBEnG. I don't think there can be any doubt about
the record on that score.

Mr. BnOWN. We followed it through Congress, and I think that
the record was very clear. Senator Hayden, and Senator Ashurst, I
think, joined Senator Htayden in making a statement to the State
Department or to Dr. Henry F. Grady, Chairman of the Committee
on Reciprocity Information, in which lie sets out fully those proceed-
ings. I have it here in case any of you would like to look it over. I
hesitate to offer it for the record, but I have it available, because it is a
very important document.

Senator VANDENBEmO. Didn't Senator Hatch flatly assert that it
would be a breach of faith?

Mr. BROWN. He raised the question and said it was a breach of
faith with Congress. Congressman Disney, who is a member of the
Ways and Means Committee, wrote to Secretary Hull calling his.
attention to this very situation. I have a copy of that letter here in
which lie states that it was a breach of faith with Congress, and I
offer a copy of that letter for the record, and ask that it appear at the
end of my statement.

The CHAIRMAN. That may be done.
Senator CLARK. That inay be the view of some Congressmen and

Senators, but I, as one Senator that voted for it, did not share that
view nor place any such construction upon it.

Mr. BRowN. I have no means of telling the individual views of the
various Senators..

Senator CLAnK. That is what you are doing. You are arguing-
about the individual views of some Senators, and I am. giving the,
individual view of another Senator.

Mr. BROWN. That is correct.
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Senator KING. If the proponents of it entertained those views and
.they have not been adhered to, probably it would have changed their
vote.

Mr. BROWN. That is quite trtue.
Senator KIN. They might have taken a different attitude.
Senator CLARK. It'is a speculation as to the views of the members

of the Senate.
Senator VANDENBERG. I have great faith in the assertions of the

ehairnian of this committee under those circumstances.
Senator lDAvIs. When this reduction in excise taxes took place

under the reciprocal-trade agreements, did the Venezuelan Govern-
ment itself impose aln exl)ort tax on oil coming into the country after
we had cut down the tariff on that which came in---onl the imports,
rather?

Mr. BROWN. I don't think they in filct imposed it. It was dis-
cussed very coiisidlerably and we thought that it had been imposed,
but oi calling upon the ollicials here we learned that it had not been
nouneced yet and that they would let us know when it was announced,
and so far we have heard nothing from it. So I presume it has not
been lone.

Senator DAVXs. I f that tax were imposed, it would take the revenue
from the United States Government and put it into the Venezuelan
Government, would it not?

Mr. BROWN. It would take the money that this gives to the import-
ing companies and give it to the Venezuelan Government.
.By this cut in taxes, we took the money from the United States

Treasury and gave it to three or four importing companies and if
Venezuela should impose that tax, it, would take that money from
those companies and give it to Venezuela, so finally it would get to
them.

The State Department has not, to my knowledge, satisfactorily
given its interl)retation of these portions of the reports of the two
committees or of the statement ma(lo on the floor of the Senate by the
chairman of this finance committee who was in charge of the bill
at that time. The State Department has made what constitutes a
technical legal defense of its action but has made no frank statement
to justify an administrative agency in what appears to be a breach of
good faith with the Congress from which it receives its power.

'That portion of time Venezuelan trade agreement which deids with
the lpetrolenln excise taxes is not in harnony with the intent and
purposes of the act. The theory underlying the Trade Agreements
Act, as was often expressed, was to promote the interchange of products,
the produce or manufacture of the nationals of the contracting coun-
tries. The nationals of Venezuela do not produce petroleum except
in the capacity of labor employed by foreign companies. The
dictator Gomez, for an unnamed consider, tion, gave the great oil
reserves of Venezuela to those foreign companies. The benefits
flowing from tis excise tax reduction in the Venezuelan trade agree-
ment do not go to Venezuela or to Venezuelans but go, therefore,
to those European or American companies which hold Venezuela's
oil and which export it from Venezuela, some of them importing it
into this country.

The agreement, therefore, so far as this portion is concernedl, is an
agreement between the State Department acting for the Nation oil the
one side awd the big imiortig oil comIpaies -o the other, If the
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State Department knew thkis and notwithstanding that knowledge
made this agreement, then it would appear that the State Department
ignored the true purposes of the Trade Agreemenlts Act. If the State
)epatitment did not know this when it made the Venezuelan agree-

ment, then its claim to full knowledge of all material facts was incor-
rect.

The reduction in the excise taxes, therefore, is little more than a
rebate on taxes granted these companies at the expense of the Federal
Treasury. The companies which benefit from this reduction in the
excise taxes and from the effort to limit the power of Congress over
those taxes are among the companies whose conduct in regard to
imports caused Congress to pass these excise taxes in 1932.

The State Department has consistently declined to recognize some
of the fundamental elements in the petroleum situation It was ad-
mitted by State Department witnesses at the hearing held by the House
Committee on Ways and Means when this resolution was tinder con-
sideration in January of the l)resent year that it (lid not take into
consideration who were the intporters of Venezuelai )etroleum. It
is also quite evident that the State Department (lit, nut take into
consideration who were the exports of l)etioleuml )rodctic ts. Repeated-
ly, in violation of all reason and of practical economies, the State
Department has sought to justify this excise-tax reduction on the
ground that we export more petroleum products than we import.
It does not give consideration to the fact that the exporters, for the
greater part, are the importers; that these exporters are a part of the
group who control the world petroleum markets and determine world
prices; that these importers-exporters who are bringing in large and
unexpected quantities of foreign petroleum can depress the price of
the domestic product to tl point where they may purchase our oil at
their price for their own export trade. By being both the largest
)urchasers of domestic petroleum and the imnlorters of the foreign
l)etroleum, they can regulate the flow of exports as effectively as though
they had official authority to fix prices. The import-export situation,
therefore, is one which is entirely within the control of the same group.

The question arises as to the value of our petroleum export market,
which we have shown may 1)0 so directly affected by the power of the
importers to fix the price they pay for the domestic oil for export
purposes. There are many angles to this question. Undoubtedly
some persons sincerely believe that to prohibit exports would be in the
best interests of conservation, but it would appeal that they overlook
some of the fundamental facts concerning the place of exports in our
national economy. In the first place, to prohibit exports would be
exluivalent to adopting the old theory of reservation, as contrased
with conservation. This reservation theory had some popularityy in
former years but is now generally condemned by the industry and the
policies of State and Federal" Governments. With our steadily
increasing known supply of oil and with the countless needs for
petroleum, there is a general and widespread agreement that we are
living in an "oil age," and "conservation" should mean primarily
production for use with a minimtun of waste. The success of a
national conservation program, therefore, should be measuredl by the
progress made in avoiding waste and not by the uses to which the
petroleum is put. It is not a very long step from prohibiting exports
to regulating uses. The next step might be prohibiting the use of oil
for heating where another product might be used or prohibiting the
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use of automobiles by high-school students out for a good time.
In the last analysis, exports are merely one of the many market
outlets which support the petroleum industry as a private enterprise.
The benefits supplied by these exports flow back through the industry
to the refiner, tie transportation agencies, to the producer-includilg
the small stripper well operator and to the American public. The
receipts from exports represent a part of the enormous sul expended
each year by the industry in searching for, finding, and developing
new reserves of oil so that the public may be assured of an adequate
supply. Shut off market outlets and you stifle the very force that
makes such progress possible. It is not good sense to expect to get
better work from a horse by cutting down his feed.

Another important fact which is overlooked by those who are
willing to impair tile value of our export trade is the large part played
by these exports in our total foreign frade. Many people ( o not.
realize that this one industry accounts for more than one-tenth of the
total value of our export trade. During the 15-year l)eriod from
1925 through 1939, exports of petroleum and its products aniounted
to over $5,600,000,000, or about 11.3 percent of our total exports of
all merchandise. During the first 11 months of the last year export
of petroleum accounted for 12.6 percent of our total exports. Detailed
figures for the period 1925-39 are shown in the following table. Tile
taking away of such a large portion of our trade would result in serious
dislocation of our foreign exchange, and the effects would extend
to many other industries in this country. The Secretar, of State
might be among the first to point out the dangers of such a policy.
It is interesting to note, in this connection, that the large volume of
petroleum exports and the important place that they hold in our total
foreign trade has been accomplished with a minimum of assistance
from the reciprocal trade agreement program. Reduction in duties
and increased quotas for petroleum and its products granted by other
countries in these agreements affect only 4 percent of our petroleum
export trade.
United States export trade-All commodities and petroleum and products, 192?5 -9.

[e rcAnt
of total
Valitt of

Value of sports of Value of exp)ortg export
all United States of petroitum repro.

znerehandiso int Ivroluts sentvi by
pvtroliumn
and prod.

ucts

Pereet
92- ................-............................... ------ $4, 818, 722, 000 $172, 052, 000 0.8
1926,-- ....................................... ......... 4, i1, 721, 000 554,534, 00 It-S

7 ..... ................ -................ ............ 4, 758, 861,000 485903, 000 10. 2
1028 .................... -........ ...........-- ........ 5,030,090,000 025, 85 . Ot t0.5
12 -- .........................-- .......................... 5,157, 03,000 ifi1, 10, 000 10.
10 ........... -............. . - ---.................... 3, 7 ,172 000 49, 330.000 11. 1
1931 ............ .. ........... .............. ....... -2, 377, 0 A, 000 270.0W), 000 11.11
1932 ..... ..................................... 1, 676, 101, 000 20,381,000 13. 2
1033-- ....................................----- .- --- ,047, 2 2,000 200,016,000 12. 1
194 .... -.....-.----------................................. 2,100,136, 000 227,537,000 10.8
I93 ............-..................................... .-- 2,243,8100 250,327,000 11.2
1 938 .................................................... 2,418 6 ,000 2 ,140,000 10.0
l037 ............ ................. . . . . . . . .. 288,92,000 370, 239,000 11.4
1938 ................... 3,057,160,00 88, 02, 000 12.7
1939 (i months)... .......................... .2, 7, 408, 000 348, 37, 000 12,60

Total, 15 yearsI ..................................... 1 49,743,75,000 8,627,784,000 11.3

1 Exclusive of December 1939, whilih Is not available.

source: Prepared by the Independent Petroleum Aaoclatlou of America rorn data from U. S. Depart-
ment of Commerce.
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Furthermore, aside from the fact just mentioned, the inclusion of
these excise taxes in any trade agreement violates another principle
involved in the Trade Agreement Act, which was passed on the as-
sumnption of many that articles which we had in marketable surplus
were not to be compelled to compete with imports of the same kind
and quality. To assert that imports could do no damage to the do-
mestic industry because we export so large a quantity is to do violence
to logic. If our surplus is so great that we can export so large a
quantity of petroleum products, then there is no necessity apparent
for bringing still more petroleum into a market oversupplied.

One of the principal contentions of the State Department, advanced
in support of the trade agreement with Venezuela, is that the imports
of foreign petroleum are supplementary to our domestic oil and serve
a desirable economic purpose by balancing the supply of certain prod-
ucts more closely with demand. The Department maintains that by
supplying seventeen to eighteen million barrels of heavy fuel oil to the
AtlanLic-coast markets, foreign oil is helpful by avoiding large and
undesirable additions to gasoline stocks whicb would take place-ac-
cording to the Department-if domestic oil were used. This argu-
ment reveals a. lack of knowledge regarding the industry's operations.

As a matter of practical fact, the domestic industry could easily
sut)ply the additional seventeen to eighteen million barrels of heavy
fuel per year and could do so without the serious economic disrup-
tions to which the State Department refers. It is likely, moreover
that this could be( done more efficiently if the industry wa's not faced
with tei problem of adjusting its operations so as to provide for an
unpredictable quantity of foreign oil. The Department completely
ignores the possibility of adjusting refinery yields so as to produce
more or less of a given product. Evidently the Department is un-aware of the fact that these yields vary widely fron month to month.

For exalnple, during the last 3 years the yield of heavy fuel oil has
varied from a high of 27.5 percent to a low of 23.5 percent-a dif-
ference of 4 percent. What does this difference mean? It means,
of course, that the production of heavy fuel oil can be--and has
been-varied by 4 percent of the total quantity of crude oil processed
in) refineries. !Iased on tie quantity of crude oil processed during
1939, this 4-percent variation would mean an annual volume of about
50,000,000 barrels of residual fuel that might or might not be pro-
duced, depending on whether it was needed. The seventeen to
eighteei million barrels of foreign oil does not seem so necessary
when we realize that we can vary our production of residual fuel up
or down by 50,000,000 barrels a year. To illustrate this point
further, let it be assumed that no residual fuel oil from foreign crude
entered our markets during 1937 and 1938 and that the industry had
to provide 18,000,000 additional barrels of heavy fuel per year from
domestic crude oil. By processing the same quantity of domestic
crude oil as was used in those 2 years and by adjusting the yield by
four-tenths of I percent so as to produce correspondingly more fuel
oil and less gasoline, the results over the 2-year period w vould have
been: (1) The satisfying of the deiand for heavy fuel oil, (2) the
avoiding ol the addition of approximately 27,000,000 barrels of heavy
fuel to storage, and (3) the adding of loss than one and a half mil-
ion-instead of 10,000,000 -- barrels of gasoline to storage.
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In short, the domestic petroleum industry can very emily absorb
all of the requirements for petroleum products from our 'd .m stie
oil and leave it in better condition than by supplementing it with
foreign oil, and there is no necessity for those importations on that
basis.

Senator DAVIS. Could we develop in our own country sufficient oil
to furnish gasoline for all of our needs here?

Mr. BRowN. We are not, but we can very easily (1o it. As a
matter of fact, in practically all of the oil-t)roduciug States, production
of oil is limited to such an extent that wells that are capable of pro-
ducing a, high as 5,000 to 20,000 barrels a (lay are forced to prodrice
only 20 barrels a (lay. There are two reasons for that-

Senator GUFFEY (interposing). Where are those located? Ill
e(st Texfs?

Mr. ByowN. Texas, California,
Ser, tr O(TYFEY. Do you think there is any well in east Texas

that would still produce 20,000 barrels a (lay?
Mr. BtowN. In east Texas?
Senator GUFFYV. The reduction is iii east Texas, isn't it?
Mr. BRowN. The average production is above that, but there are

many wells in east Texas that can l)rodtlce more than they are
producing.

SenatorCONN\LLY. There is another question involved there,
which is the matter of conservation and the prevention of waste.
It is not a matter of seeing how much money we can make out of the
oil and how quickly we can make it.

Mr. BRowN. The primary question involved is to produce no more
oil than can be produced economically without waste. That is the
primary question.

Senator CONNALLY. There was testimony before the Senate com-
mittee 2 years ago oii the extension of the bill which I introduced
limiting the production that if the limitation, amounting to some
two million barrels, had not been put on, that it would have blown
the oil back into recesses arid it never would have been recovered.

Mr. BROwN. The primary purpose is conservation.
Evidently the State Department has also overlooked other benefits

which would result if this heavy fuel market was opened to the
domestic producers. These additional benefits would come from
increased utilization of the heavier types of crude oil produced in this
country which have experienced difficulty in finding markets due to
the importations of cheap foreign oil.

The State of California could from wells or fields now limited or
closed down for lack of market supply all or any part of this market
now supplied by foreign oil.

One of the chronic ailments of the domestic petroleum industry-
as charged by some-has been overproduction. Let ts examine the
facts. The true situation as revealed by official Government figures
is that the industry has suffered during certain periods from oven'-
supply and not overproduction. Proof of this is seen in the record
of the 15-year period from 1925 through 1939 during which time total
demand exceeded domestic production by over 1,000,000,000 barrels.
In other words, since 1925 we have produced I,000,000,000 barrels
less than was used and we did not produce as much as was consumed
in any year during that time. Tire oversupply in certain years (1927,
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1928, and 1933 and 1937) which, caused large additions to above-
ground store, was caused by imports of foreign oil which competed
with-and displaced-domestic oil. The "overproduction," there-
fore, was nothing but the natural resistance on the part of the domestic
producers to being shut out of markets by cheap foreign supplies.
Fake away the imports and there would have been no oversupply.

The following table compares the domestic production with tile
total demand for each of the years from 1925 through 1939,

Comparison of total demand for petroleum and products and domestic production,
1M26-.39

Exoeso of
Year Total Totaldomestic demand osor

demand production s domestic
production 3

IfPOO barrels 2,000 tao ,t3 1,000 burrele
18................... ......... . ....... 8 , , 701,907 48, 909
10 ........-......... -........... ............... 913,030 805,291 107,739
1027 ........- ........................................ 043 1 942,31,8 ,633
1928 ............. ..............................- ..... 1,01 5 1 1  946, 609 68, 377
1029 ....... ......... ........... .............-.. ... 1,103,203 1, 00 , 649 90, 754
1930- ......... ...................................--- - - 1,1(2, 049 953. 331 129,6
1931 - - - - - - - --...... ......... 1,...............1......... 1,027, 600 S06, 524 131,070
1932 ........ 9............................. . -...... . 038, 767 822, 471 116,286
1033 ..................- ...... ........................ 975,215 940,834 34, 331
1934 .. 1................................................ 1,034,671 046, 329 88 342
1935- ..... ......... .............................. , 112,673 1,037,800 74,87319:36 ............................ .. . .......... ...... 1,224, 4 . 4 .Y t t

7

193-- -- --- -- ,24, 748 144,959 79, 789103-- -- -- -- 1,42510 1, 331, 127 11,389
1037 ........ .......................... .......... ...... 1,3 2 11 .;M . ' I 8

1938 ...-.................- .- - - - ........... . 1,330,11 1, 27,490 63, 385
193 ....................- ............................... 1,417,051 1 316,592 100,459

Totat 13 years .. .......... ......... - - 10, 303,445 15, 2eo, 237 1,097,208

I Exports and dotnostic consumption of all oils.
I )omostlc production or crude petroleum, natural gasoilo, and benzol.
(Prdparod by thu Indopondent Petroleum Assoclation o America from data fromu 7. S. Blureau of Mines.)

In Texas, California, and muany othir States we could very easily
increase oul production were it not for the fiact that it would cause
production in excess of whit is known as consumptive or market
derstuod, and that results in waste, and when we run into tlte foreign
oil in competition with its, since it can be produced and brought in
miuch more cheaply, it forces that oil back an1 resists production.
We could )ro(duce till that we require.

Senator DAvIs. If foreign oil were excluded froth the country, how
long could you continue to supply the present desiand with the oil
tha I we now lot ye?

MI'. BRowN. Tle known oil would probably run 17 or 18 years, but
here is the way that that works out. Any one year during the past 2,5
years if you had asked the question, it would have been limited pro-
grcssivelv from 5 years more supply in sight to 8 or 9 or 10 or 12 years.
That is explaitable in this way, Senator-that the reserves are built tip
when evidence of required supply becoise apparent. They go out
then and search for more reserves. In other words, 2 years ago wo
had in sight approximately 15,000,000,000 barrels of oil. Today we
have in sight more than 20,000,000,000 barrels of oil although we have
used a lot in tie mneantisme. We progressively developp our reserves so
that desnands are not only satisfied but increasing reserves are built up.

Much has been made of the fact that the Venezuelan agreement
cotitainos an Iescape clause which is supposed to be more liberal than



RECI'IOCAL TRADE AGREEMENTS ACT

the usual escape clauses, The domestic petroleum industry, however,
cannot invoke that clause. Nobody can make it effective except the
State Department. While. Secretary of State Hull, in a letter addressed
to the House Ways and Means Committee, has stated that lie would
take action if the domestic petroleum industry should be damaged'by
imports, the determination of damage is not provided by any rule or
regulation known to us. The fact that the Government has not aided
any industry by using the escape clause in any of the exi.nting 22 trade
agreements does not suggest that this is a practical mode of dealing
with the problem.

Importers are already taking advantage of the situation. Imports
are steadily increasing.

The trade agreement with Venezuela became effective on December
16, 1939, and sufficient time has not elapsed to determine just what
effect, the agreement may have during the coming year. It is logical
to expect that the importing companies will hesitate to take immediate
advantage of the power granted by this agreement. Some important
trends, however, are already apparent.

It is significant that taxable imports of petroleum and its products
during January 1940, as shown by figures from the Department of
Commerce, were 77 percent larger than during January of 1939.
Final figures for February are not available but the preliminary
figures, based on the weekly data publishe(I by the American Petroleum
Institute, indicate an increase in imports of about 25 percent over
January. On this basis, taxable imports during February were ap-
proximately twice the quantity brought in (luring the same month
of 1939. The argument has been advanced that this foreign oil is
necessary because stocks of hel oil are at low levels in tile area east
of California. During the first 3 weeks in February, however, stocks
of heavy fuel oil have increased 1,000,000 barrels, whereas thtse
stocks were reduced almost 2,000,000 barrels during the same period
of last year.

I would like to call to the committee's attention, and also for the
record, a quotation from the Clicago Journal of Commerce of March
1, 1940, with the headline "February oil imports run at high level,"
and that "Early indications are that petroleum imports in February
will run at the highest daily ratre of any month in years."

The CHAIIM.N. Without objection, it will be incorporated.
(Same is as follows:)

[('leao Jfll'll4l f C~llll Fr tlF iay, M1ar. 1, 10401}

FEBmUAItY OIL IMPORTS RUN AT IGHI LEviErL

Early ii)dications are that petroleum imports in February will run at the
highest daily rate of any month in years.

For the 4 weeks ended February 24 imports averaged 204,113 barrels, includ-
ing several days late in January in which the rate was rather low. Depending on
what the current week's figures will be, it seems likely that the daily rate for the
niouth will be substantially above 200,000 barrels.

The January daily average rate of 154,323 barrels was highest ini months and
February is shlowing a material increase over Jantlary. Largest import month
in recent year' prior to February was une, 1939, with a daily average of 202,400
'arrels.

'olhwing are import figures for recent periods:
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At Atlanttcoast ports

alstn .....................................................
N ew Y ork __ _. . . . . . . .......... ...... ............
Philadlpita .................................................
O their. ............... .............. ..................... ... ........... ..

T total ........ _-.. . . . . . . . . . . . . . . . .
'otnl at Oulf coast PQr s ... . . ... . . .. . .. .. ... .. ... .

At all United States ports:TPottil _ -- - - - - - --.. .................. . . ... ..... . . . . . . . . . . . . . . .

Daily average .............................................
D ally average 4 weeks ended ........ .. . .......... ........... ......

D aily average receipts it bond s ----- . ..... . ...... ..... ...... ...... .....
"la-ly av-r--e imports--------- -
Distrilbution of total Imports:

Crude oil ..... -............. ...................................F uel oil- -.. ......... . . .................. .... ................ . ...... .... ....
Kerosene ..................................... ......................

is oll ... ........ ......... .. ...... ..................................

Week ended--

Feb. 24 Feb. 17

225,000 110, 000
170,000 160,000
559,000 769, 000
297,000 452,000

67,000 145,000

1,318,00) t,626,000
1,17,000 216,000

1,465,000 1,792,000
209, 280 256, 000
204,143 184,750
62, 900 62, 900
08, 000 98, O0

6OS, 000 580, 000
500,000 1,138,000

74,000
fis, 000 ............

I Crude (oil: lotston.
( t'rude oil: lou.,ton t1,1)00 barrels; Port Arthur, 75,000 barrels. -

As reported by t tie '. 8. liitreaiu of Mines, Il tly for reexiort sid partly as supilies to ships' bunkers,
for the 6 months ended Dsecember 1939.

4 For domestic ditsnd last 6 itiouttis of 1932.

Another significant trend since the Venezuelan agreement became
effective has been the decline in the prices of crude oil and fuel oil in
Catlifornia which is the largest domestic source of oil of a type similar
to that from Venezuela. On the first of the year, 2 weeks after the
agreement became effective, the price of heavy fuel oil in California
was reduced 15 cents per barrel. A month later oni February 1, the
price of crude oil to California produce's was reduced 4 to 15 cents
per blarrel depending Oil the fuel oil content of the crude oil, the larger
reductions applying to the heavier types of oil. This was the first
downward revision of critdo oil prices i this area in 4 years. This
represents a penalty of $1,500,000 a montl on California producers
although, Mr. Hull himself hts stated, the agreement lias been in
existence too short a time to tell its full effect. At the same time, the
prlie of heavy fuel oil at Los Angeles declined another 10 cents per
arel. They use the same priltciple there as the Government con-

tribution to public highways. If we are going to contribute to the
importers, the Government is contributing only it few million dollars
a year, but. the producers tmist contribute 1112 million a month. I
think that is an unfair contribution for the prodieers to pay to the
tmp orters.

Setintor Gultrnv. Wlt is the potential production it California

Mr. B owN. It varies out there. I Wotld say the potential is a
million barrels daily, and thtey are producing atroundi a bout 600,000.

Senator DAvIs. H-ow muich gasoline do Yot get f'onm this very
heavy crude imported oil?
Mr. BitoWN. The type thtat is usually imported hiere, you would not

get nore tht n probably 8 gallons to the barrel, Probably less than
tlatf ill some of it.

Senator DAvIS. What is it used for mostl ?
Mr. BitowN. Most of that is used for fuitel and for asphalt, but the

tirger' l)art of it is for fuel, You do not get so much gasoline froini

2151'i 1--4U-41
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that. However, they do have a higher grade of oil that is just coming
into production ii Columbia and other parts of Venezuela that com-
pares with our high grade oils here.

Senator KING. Most of that is used in Boston and idong there?
Mr. BROWN. Mostly on the Atlantic seaboard.
The Atlantic seaboard market is the most important market for

petroleum products in the world. Most of the imports of foreign oil
enter this market and it is here that the effects of such imports should
first be observed. Those who may have felt, that the reduction in the
petroleum excise taxes .vould benefit, the consumer must be disap-
pointed by the actual facts. While the price has been reduced to
domestic producers of oil similar to that from Vene::uela, the price of
heavy fuel oil to consuers on the Atlantic coast has increased 30
percent since the agreement became effective.

Senator GUFFEY. What is the lesson to 'be learned from that?
Mr. BROWN. The natural presumption is that the increased demand

for fuel oil has caused an increase in the price.
Senator GJUFFEY. And that brought about an increased demand for

bunk coal?
Mr. BROWN. Yes.
Senator GUFFEY. And also there Ias been a demand for war

purposes.
Mr. BROWN. Why the territory controlled by the importer should

increase their price while the territory not controlled decrease, I don't
know. But I do know that the importers control the Atlantic-sea-
board market and they have increased their price, and the Gulf coast
and the Pacific coast that is not controlled by them has reduced
theirs. Why, I don't know.

Senator GUFFEY. Don't you think soine of it is due to the law of
supply and demand? H-as not the deinand increased enormously
on the) Atlantic coast?

Mr. BROWN. Yes; but we are running to storage.
Senator GUFFEY. How much?
Mr. BROWN. As I have just pointed out, se have increased a million

barrels during February. I don't know how much more will come this
month; I don't know; I cannot tell. But they are bringing in too
much of it.

Senator Gurms. Y. Then the market lip there is charging all that the
trade will bear,

Mr. 'BROWN. Apparently that is what happened.
Senator KING. With the increased production of this heavy fuel oil,

there is a corresponding reduction in the use of coal from Pennsylvania
and elsewhere?

Mr. BRowN. That is natural, of course. The cheaper the oil gets,
it becomes more nearly competitive with other fuels.

Senator DAVIs. It does have this effect, as the Senator says, on
Pennsylvania coal.

Mr. BROWN. The coal people say so. I am not familiar with those
facts and I cannot tell. I have no reason to doubt their word,
however.

Senator GUFFEY. The anthracite consumption increased 13percent
in 1930 over 1938. That largely went to New England and Canada.

Senator DAVIs. The conditions of the country have increased a
little bit, too.

-636
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Mr. BROWN. As these imports increase, each barrel of foreign oil

displaces a barrel of domestic oil. The domestic petroleum producer
has seen his production quota dwindle as his markets have been in-
vaded. Ile is subject to very definite production limitations imposed
by regulatory bodies whose purpose is to prevent waste. Production
of our domestic petroleum in excess of the market demand constitutes
actual waste. Storage above ground is costly and wasteful. That
petroleum which is supplanted by the imported product must either
go into wasteful storage or remain in the ground. In neither case
does the domestic producer receive anytlihig for it although his costs
go on.

Very important to the well-being of this country are the stripper
wells whose daily production is small but which comes from reserves
which constitute the backlog of the industry. There are over 300,000
of these wells. Because they must pump the oil from the ground
instead of producing by open flow, their costs are higher than other
wells. They arc much higher than the production costs of the foreign
petroleuni. "The cost of labor here, as compared with the cost of
labor in Venezuela, makes much of this difference. The stripper wells
and their production are also subject to themnany taxes here from which
the foreign petroleum is exempt. Even under present circumstances
many stripper wells already find it difficult to compete in markets
where the influence of the foreign product has held prices below a
proper level. Just what will happen as these imports increase cannot
be positively foreseen but experience in the past suggests that it may
mean the loss of very important oil reserves now being produced by
stripper wells.

It is possible that this unfortunate inclusion of the excise taxes in
the Venezuelan agreement would not have occurred if the industry
had been permitted access to the negotiators of that agreement. If
some agency had been created through which information might have
been obtained in regard to the State Department's proposals for any
trade agreement, or if there had been a provision for review, then both
the State Department and the industry concerned would have been
able to act with fuller knowledge and'better judgment. Under the
present set-up, an unknown group of men, with no responsibility
toward the electorate, who have not been chosen by the vote of the
citizens to the positions of power which they now hold, can determine
issues which may involve the life or death of any industrial group,
There is no appeal from their sentences. There is no provision for
review of their actions. They occupy a position of power such as has
never previously been conferred on any person, any class or any group
in the history of the Republic. Even the Congress of the United
States is held to be powerless to remedy any damage which might
result from their acts. They are able, as in the ease of the Venezuel an
trade agreement, to confer upon great and powerful corporations
favors worth millions of dollars without the rest of the industry
knowing what influences were at work to bring this about,

I am urging that you give this matter your careful study and that
you do take such action as you find proper and necessary to undo the
wrong which has been done to the domestic petroleum industry and
to discontinue the valuable special privileges which the Venezuelan
trade agreement has granted to a few powerful importing companies.
These excise taxes have never been partisan issues. They involve
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economic and not political questions. So, too, this present argument
(toes not concern the trade-agreement program but only the iinpro-
priety of including these taxes in such a program. Since the petro-
leum inlustrv was denied the benefits of a tariff, it seems inappro-
priate that it'should suffer from a tariff-reduction progratn. It would
be unfortunate, however, if the Venezuelan agreement, of which these
taxes seem to be the most important part, was negotiated to make
just one more in the list of agreements ill force.

Senator LA FOLLETTE. For the record, will you state which conm-
)anies are the beneficiaries under this arrangement?

Mr. BiowN. The principal companies are the Stanidard Oil of New
Jersey, the Gulf Oil Co., the Shell Petroleum Co. I think they lnmidle
practically better than 80 percent of the total imports. I will be
glad to refer to a table here that I think will give you that axaatly.

Senator LA FOLLETTE. If you will, insect the table in your sta teunient.
Mr. BRoWN. If I may, I woulh like to (1o that.
(The following table was filed by Mr. Brown:)

I reporlers of foreign petrolquyn

Perent of totol Percent Of total
Inprrts import

(Conpally 1 Colnpally i

103 ruotho3 1938 months

Standard Oil Co. (Now Jersey)... 53.4 55.2 socony-V ctum Oil Co ......... 1. 3 0.4
Ouf Oil Corporation............ 226 23.7 Texasl;o ..................... .2 . '2
Ronyal i~ ch, Shell Interests ... 4.0 6i. 8 U~nspeified I. . . ........... 3. . 1. _7.0
Citiesq Service Co.-............2.7 '3.3
Atiantic Refining Co .. .... 3 2 .211 ILK)..0 100.0
Standard Oil Co. (Iudilao) -.. 1.4 S

I Including absidiary companies.
Largely Mexican ol brought in to Houston, Tex.

The CHAIRMAN. Mr. Brown, you atre familiar with the fact that the
Venezuelan agreement has the most liberal and broadest escape clause
of any of tle agreements that we have entered into.

Mr. BROWN. I aiii familiar with its escape clause, aid it is more
liberal than any I have seen, but I have not read all of them.

The CHAIRMAN. Tho Secretary of State and others testified--I think
Dr. Grady did too--that the escape elause in the Venezuelan agree-
invet because of this peculiar situation was broader and more liberal
thb ,n the escape clause in any other agreement.dVr. BRowN. That is right. From my observation that is true.

The CHAIRMAN. IS these something else?
Senator I)AVs. I wonder if that part of the agreement could be

placed into the record.The CHAIRMAN. I will ask thi State l)epartment to provide it and
put it in under Mr. Brown's testimony,

(The esctape clause referred to follows:)
The esape clause referred to by the chairman is contained int ,srtich' VI (it the

reciprocal trade agrecetnt betweeti the United States of America and the United
States of Venezuela, signed at Caracas, November 6, 1939.

Article V[ (if that agreement reads as follows:
"Articles the- growthl, preduee or mamufaietire of the United States of Ameriea

enumerated anit described in Schedule I and articles the growth, produce or man-
ufacture of the United States of Voneoela enitumerated and described in Schedule
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JI shall be perinitted to be imported into the territory of the other country without
quantitative restrictions. Nevertheless, should the Government of one of the
Contracting Pasties find it necessary because of specieil circumstances to establish
a quantitative restriction on any such article, it shall notify the other Govern-
ment. 'If agreement between the two Governments regarding the restrictioai is
not reached, such other Government may terminate this Agreement on thirty
(jays' written notice. No quantitative restriction established under this Article
)y the Government of either of the Contracting Parties shall be applicable for a

period of thirty lays after the public notice of such restriction to imports the
invoices for which have becf certified prior to the date of such public notice by
a consular officer of the Government establishing the restriction.'"

The text of a letter on this subject addressed by the Secretary of State to the
}Ionorable Robert I. I)oughton, Ciirman of the'Rouse Ways aiid Means Coin-
mittee, appears in the Congressional Record, February 19, 1940, page 2522.
The text of this letter follows:

,'Anrumy 8, 1940.
TIm Honorable lnnmirr L. 1 )oouTuiro,

Chairman, IWays nd Means Committee,
house of Represelalives.

MY DEAn MR. ]ounrON: Replying to your inquiry relative to the escape or
safeguarding clauses included in trade agreements and the policy of the Executive
lirauch of the Government in putting them into operation, with special reference
to the trade agreenimet with Venezuela, I would say that, in accordance with the
general policy of providing flexibility in order to safeguard the interests of our
domestic producers, an escape or safeguarding clause in unusually broad terms
was included in the trade agreement with Venezuela. This clause permits reme-
dial action whenever-to use the language of the agreement--"special circumn-
stances" render it necessary or advisable to do so. The clause would permit such
action with respect to petroleum or any other product included in the agreement.

I scarcely need to assure you that the operation of the trade agreements is
given constant and careful supervision in order that remedial action may be taken
whenever it appears that the producer of any product might be materially injured.
Nor is it necessary to add that this statement applies to the concessions granted
on petroleum and other products inclded in tie Venezuelan agreement.

Sincerely yours, COnnEW, HULL,

SoMUt19' KING. Has 0111' Government availed itself of any of ite
benefits, if there le benefits, of the escape clause?

Mr. BROWN. So far, ito escape chuse hs been intrduce(l, and
that is wly we have some hesitancy is to whether we will beiiefit
by this or not.

Now I would like to suggest this type of amendment to House
Joint Resolution 407:

Strike out tie final period and substitute a comma and the following words:
"with the proviso that the ait hoirity conferred in the said Act does not embrace
authority to include in any trade agreement negotiations imposed under the
provisions of paragraph (4), (5), (6), and (7) of subsection (e) of section 601
of the Revenue Act of 1932, as amended, which are now a part of the Internal
Revenue Code, subtitle (c), chapter 29, subchapter (b), part 1, sections 3420,
3422, 3423, 3424, 3425."

The CHAIRMAN. Thank you very much.
(By direction of the chairman the following letter referred to in

Mr. Brown's statement, is inserted in the record.)

CONGRESS OF TIE UNITED STATES,
HoUSE OF RE'InEsEN'rATVs,

h'ashinglon, D. C., Noember 13, 1959.
lIon . GomtneI,c, huLl,,

Secrelar!j of Stul, Washington, D. C.
DEAR MR, SennxMaY: I am advised of the signing of a provisional trade

agreement with Venezucla, which agreement orders a reduction of excise taxes
imposed by Congress upon imported petroleum and petroleum products. The
pbtroleum industry in the Un ited States, particularly its independent branches
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and its representatives in Congress, are astonished at this agreement. Venezuelan
oil is a government monopoly, and its licensees one or two large companies, have
a monopoly ill the petroleumn industry there. ihis reduction in taxes on imports
of crude oil and fuel oil wiil give those companies a still greater advantage over
American producers of petroleum andI coal. Since these same companies are
among the largest purchasers of domestic crude oil, it will enable thens to still
further affect to their own interest the price of domestic crude oil in the United
States. Their dominance of the price situation will be nearly perfected through
this action.

It is respectfully stiggefted that this action was not within the powers granted
or intended to he granted by the Congress, or implied by the Reciprocal Trade
Agreements Act as passed by the Congress.

I have been one of the advocates of the continuation of these taxes from time
to time when their renewal has been before Congress. While I was not a member
of the Ways and Means Committee in 1934, 1, like other Representatives who
supported these taxes from time to time, was greatly concerned with the question
whether the Ieciprocal Trade Agreements Act might be interpreted as giving
the President the right to effect such a reduction as you have proposed is this
present agreement, Therefore, the question was discussed when this proposed act
was before the Committee.

During the hearings before the committee on the question of approval of this
bill, you appeared as a witness and set forth your views as to time scope of the bill
and the authority it conferred, and were asked by Mr. Treadway to present a
list of the trade barriers, other than tariffs, which you referred to, which list
was filed with the committee, and these excise taxes were not mentioned therein.

After careful study of your argument and after reviewing the testimony offered
and analyzing the purpose and possible effect of such legislation, the committee
adpoted: Report No. 1000, Seventy-third Congress, Second Session, which con-
tained on page 15 the following explanatory statements:

"In order that the necessary reciprocity may be accorded, the President is
empowered to promise that existing excise duties which affect imported goods
will not be increased during the term of any particular agreement. It should be
carefully noted, however, that the President is given no right to reduce or ill-
crease any excise duty. Iis power of reduction of duties is limited to those
which are in fact customs duties."

With this )rovision in the report and the explanation before the Itouse, many
of is who were of like mind supported the reciprocal trade agreement bill amid
voted for it in the House. Front the House the bill was sent to the Senate where
it was referred to the Senate Finance Committee. After a discussion ill the Senate
committee, participated in by time members of that committee, who were also
advocates of these excise taxes, the Senate Finance Committee, inl Report No.
871, Seventy-third Congress, second session, adopted the report which had been
submitted by the House committee and in their own report on page 18 appears
the same language contained im the iHouse committee report.

Senator Harrison, chairinan of the Senate Finance Committee, in his statement
to the Senate when the bill was presented to him on May 17, 1934, as is showvn
in the Congressional Record of that date (pp. 9247 and 9248 green bound
Record; pp, 8987-8989 in permanently bound Record), presented as a part of his
statement an analysis of the bill which contained the following statement:

"In addition to permitting the modification of duties or restrictions, the bill
permits the President to enter into commitments whereby the existing customs or
excise treatment of specified articles will be maintained; that is, the excise taxes
upon oil, coal, lumber, and so forth. Unless it were possible to provide in such
trade agreements, against the increase of excise taxes, the advantages derived
through a lowering of customs duties guaranteed in such trade agreements might
be entirely lost through the imposition of duties such as consumption taxes and
the like; so these agreements will provide for inhibitions upon such a policy.''

Senator Harrison as chairman of the Senate Finance Committee had eharqe
of the bill on the floor. During the last few moments it the discussion of the bill
Before the time at which the Senate had agreed to vote arrived the Senator stated:

"Mr. President, I have another amendment to propose, of which I desire to
make some explanation. The Senate can do within reference to the amendment
whatever it pleases. It is with reference to a clarification of excise duties.

"It will be noted that, so far as tariff rates are coiuerned, time President has the
power to increase or lower them by 50 percent, but as to the excise taxes, they
isay be continued. It was tie intention of those who framed the legislation, and
of the Iouse in passing the bill, that they would be frozen; in other words, they
might not be modified.
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"They were adopted in 1023 (sic), I believe it was, what were termed 'excise

taxes'; or were carried 1to tile law as exci,.. taxes, but some question has been
raised as to whether or not they are excise taxes or import taxes. 'he four items
concerned were hinber, coal, oil, and copper. So as to remove ally doubt as to
what the intention was, I have an amendment to offer which will clarify the
matter, and if the amendiient shall ie adopted, it will freeze those four items.
In other words, the duties cannot le increased and the duties cannot be lowered.
It will recall tlist as to those foer items the provision of law will expire in ,Tune of
next year * * *

"All excise taxes ELe frozen by this bill * *
''Coal, oil, ]mnier and Col)per. Those four are carried ill the law as hearing

excise taxes, and sort' rIestion ias been raised as to whetlir or not they are in
fact excise taxes. Ii order tii reuiove aiiy doubt and to clarify the matter, I have
offered this amendment.

"(The amendment later offered read its follows: Oi page 4, line 12, after the
word importss,' it is prolrserd to insert a semicolon And the following: 'except that
the term does rot include excise taxes imposed under the provisions of paragraph
(4), (5), (6), and (7) of subsection (e) of section 601 of tile Revenue Act, of 1932. as
amended).'

"They cannot be increased and they carnit le lowered * *
"iThe reason was that all excise taxes are frozen in this bill. We do not propose

to disturb excise taxes at all. The President is given the power with reference
to import duties, arid it was because the impression prevailed that or these items
there were excise taxes, that I offered the amendment. They are carried in the
law as being subject to excise taxes. * * *

"The kind of taxes styled excise taxes were rot to be affected. They were not
to be increased or lowered. They were frozen, in other words."

Following a request of Senator Harry F. Aslrrst, of Arizona, who was in favor
of these excise taxes, Senator Harrison withdrew the amendment. Assuming
that his was tire last word before tile Senate voted, there could be no possible
question of the interpretation di Senate placed upon the provisions of this bill
and that the excise taxes were, as stated by Chairman Harrison, of the Finance
Committee, frozen.

I have observed that this question has been discussed somewhat on the 0oor
of tire Senate during tire present session and there seems to have been air official
answer stating tire position of the administration as filed by Senator Barkley, the
Senate majority leader. This stateierit ap pears in tire Congressional Record for
Friday, November 3, 1939, at page 2117. In this statement Senator Barkley calls
attention to the fact that during tire debates in the Senate June 4, 1934, heretofore
referred to, a amendment was proposed to the trade-agreemnents bill which would
have excepted from tire au thorit v to proclaim modifications these particular taxes
arid calls attention to the fact that this l)rol)osed amerndrment was defeated by
vote of 57 to 29.

May I call your attention tr the fact that the amendment mentioned by Senator
Barkley was the same amendment which has been suggested by Senator Harrison
and was withdrawn by him because lie had stated to the Senate that these taxes
could not be altered under this bill, Tirs so sufficiently satisfied those friends of
tire tax that they no longer urged action. The amendment was finally presented
by Senator IUe' Long within the last few mites allowed for debate. In fact,
less than 10 minutes remained. No discussion was hani except by Senator Long.
The record vote taen lisclosedI that those who were concerned about tire taxes
and who were particularly anxious to be certain that this reciprocal trade agree-
ment could not affect them except as stated by Senator Harrison joined with him
in voting down tile urrnecessary amendment obviously or the theory expressed
by Senator Ashurst ard confirmed by Senator Harrison when lie made tire state-
irrent that tire excise taxes were frozenu,"

Assuming that the vote on this amnmhent had an y significance at all as the
purpose of the bill, tiemonly significance would he to eropliaticaily endorse tire inter-
pretation placed or it by Senator Harrison. I n bthier words, if there could be any
credit given to this vote oil air interpretation of tire bill, it would be that tire
President would have authority to agree that the taxes should be frozen.

III iis brief filed witli the Cominittee for Reciprocity Information, Senator
IHayden says, after discussing tire doubtful legal justification for including excise
taxes in tile terms of the Trade Agreement Act:

"* * * It is respectfully submitted that such reduction would still be
undesirable because it would constitute a breach of faith with tire Congress."
irther quoting him, "For tire executive branch of tire Government to reduce
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thema (the excise taxes) by regulation with the foreign government would constituted
a serious and

t 
substantial breach of faith with the Congress,"

I believe tis reflects the opinion of those Members of Congrees who have studied
the problem and that regardless of any technical construction of the exact lan-
gtuage of the Reciprocal Trade Agreements Act, Congress, as is shown by the
Record, did not intend to have these excise taxes used for bargaining purposes.
In other words, Congress gave the President no power, either expressly or by
implication, over this particular subject matter.

If the action is not, as Senator Ilayden says, a "breach of faith" with the
Congress, the most favorable light that could be placed on it would be to call it a
misiuterpretation of the language and intent of the Congress. More expressly
is this true since the excise taxes have expired (although renewed) after the passage
of the act,

It is rcspeetfully suggested that had this action been contemplated or foreseen,
specific language would have been inserted in the act, or it likely would not have
passed. Nowhere does the record evidence any intention on the part of the
Congress to turn this tax item over to the executive department.

My understanding is that the vast volume of imports from Venezuela Is
oetroleont an( petroleum products. lThe present Temporary National Economic
Committee has been making a survey of present conditions with a view of deter-
miuig whether or not we are moving toward monopoly, aold if so, in what braniches
of business. The oil industry was thoroughly investigated by the Economic Com-
mittee, with a view to the elinlluatiot, as far as possible, of practices existing or
leading to monopoly. So we have this anomalous situation, that one arm of the
Government is attempting to forestall, and eliminate monopoly, and another
Department, by the reduction of these excise taxes, gives the largest oil organiza-
tion in the world a more powerful grip on the domestic situation by permitting it
to more easily affect its domestic competitors by the terms of this agreement.

My official duty constrains me to call your attention to these features.
Cordially and sincerely yours,

WPsemv E. 1)msxNmv.

The CHAIRMAN. Without objection, I wish to insert in the record
a statement submitted by Mr. Thomas J. Keefe, general manager,

Ameican Motorists Association, Washington, 1). C.

STA'rTNTs'r OF THOMAS J. KhxmcE, GENERAL MANA(atu, AMERICmAN MoToRsTs
AssOCIATION, WASHINGTON, 1). C., MARCH 45, 1940

Mr. Chairman amid nebleors of the committee, I particularly want to rebut
testimony which has heretofore been offered. I refer to the pleas of special
interests seeking to amend the 'rade Agreements Act in a man tier to afford a
means of perpetuating a burden which was placed upon consumers, both private
and public, back in 1932.

Untii Jure 1932, imports of crude oil were admitted to the United States free
of duty. The only exception to this policy was in the Tariff Act of 1897, in
which a countervailing duty on miuoral oils was imposed on imports from any
country which imposed a duty on similar products exported from the United
States to that country--exactly the principle tl v present Democratie adinitlis-
tratioi is attempting in the form of reciprocal trade agreements. Tlih ' o counter-
vailing duty was removed ini the act of 1909, and petroleum crude or refined pro-
ducts remnainied on the free list uiitil 1932.

In the record of hearings before the Commniitte oi Finance of the Senate inl
1032 we find Mr. Wirt Franklin, his association (the intclmendlit petrolelltn
Association of America), and other special interests very active before the com-
miittee advocating his "high tariff" plrinelples. It was then that excise taxes
in lieu of a tariff were used.
- Senator T'ydings at that time -tated:

"Pls tariff was injecled into St revenue bill iti the lou.i, by tariff iropmnmnts.
It had been excluded from the bill on its merits by thecomm'ttce after full hear-

ins, when the )roponents were heard twice, to oime hearing for the opposition.
* * Those 1931 imports will naturally go to European countries where

there is no discriminating tax * * * but it Is not the producer in the Mid-
west who would benefit * * * this tariff In a revenue bill * * * it will
burden the public-conceded to do so by those who advd'cate i'.e nasurc; It
will enrich * * * companies that need no help * *
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Senator thull:
"We told the wheat grower that some time ago, and put 42 cents a bushel on

his wheat.
"* * * but it failed to increase the price of wheat * *
"This application has brought about one new term in tariff nomenclature,

We aro now calling a tariff a tax for the first time."
Mr. Hull farther:
"I notice that since 1925, of petroleum and petroleuni products we have ex-

iorted and sold to other countries something over two aid a quarter billion
dollars more than had been brought into this country. In that situation on what
sort of theory do you predicate a proposal to ask the Government to vote au-
thority to impose a subsidy * * *.

"I am just as sympathetic with one industry in this coiitry as another, and
just as anxious in every practical way to cooperate, but I camnot possibly see
where we would get to if we just boldly and brazenly authorized the levy * * *
in the way of a subsidy, off of the general'public * * *."

It is only. reasonable that the matter be considered broadly, with a view of
aiding the people of the United States as a whole. It would be shortsighted,.
indeed, for the country to depend exclusively for its crude-oil requirements upon
our own irreplaceable reserves Nhiolhia ' icavily drawn uion for 00 yearsor more. 00 , ...

In tariff matters of 'til kind it is well to observe' WU~e status of the special
intcrestso,seking "protetioii" and to compare their prot ls with the interest
and welfare of conifmners-.-in this instance approximately 3 000,000 automotive
vehicle owners Oil operators, who will be called upon to flglly pay for the
supposed "pro,*tion." til '' 4'5

t'he same grouli almost aunilily since 1930 buve advocated directly, or in.
directly (byihigh excise taxes), i embargo of all imports of l)etibleml, which
imports, ndrmally supplying so e 18 o* ingre refinefris, are essc tial for the
inanufacture of asphalt used by Statts, cities, conitie4, ad the Fede*l Govern-
ment for toad and street oonstric4n. i. W
In May 1936 hearings were hej$3N toe Wayp and Meaip Comiitte .on a bill

1H. I. 1PV83, having for its repl pose the enbargo of crude oil 'o dispel
some of Nie fog that was createdI by the special ipterests----te propoiells of that
bill and'proponents today-- -therl wa ntroducpd a fa4rfiricing repor showing
the true situation. 21hlie facts reportodatjliat ti.e have iibt inateriailyithanged,
as will appear fromilxeading h19 copy hi I qpbmit at this point foripurposes
of this ropord. t , II;' I

iEPiORT FACT-FIN Nj; ,r- O-i MM I;b'r 4o I" II'ANNuN10"AND CO($1fINTION

At WA4i4NGTOf 1), c. Js4,', ", 19..
fCreaion of Uso uimnttc. -4thig under ho by Mr. Kenith R. inb

buiry, the platnng and coordiAstioi conitnltee adopted, 1 ebru. 12, 1034, tho
follow ing resold Ion: -. .. ,. t

"That a faet-flI ui/g committee of five be appointed bsv this ueouiittc to de-
termine the facts aN to whether American-pr1dueed crude pl1 is available ill suflh+
cient quantities and atpu.omiable cost to produce sMiAlbent asphalt of a satis

-

factory quality to meet thedqmy stie dinaniid foroopbltic products; each side to
the controversy to iake uoiuattomstwa4to be elected boy this committee front
the muominations by each side und those four to nominate a fifth, which nomination
is subject to the approval of this committee."
(l Thursday, March 15, 1984, Col. r, 1. Barton, I,. V. Nichulas, J. I. Quinn,

anl A. E. Watts, the four members close by the planning and coordination coin-
nitteo met in the conference room of the planning auid coordination conmittee
iii the iuivestniuulntBildhr Mr. . 11 . Swanson of this Bureau of Mins, Depart-
uent of the Interior, was i oniinted and tnan imosisly elected as the fifth member
of the committee. Mr. Swanson's name was subinitted to the planning and
coordination comniuittee and was accepted. The committee recessed until 2
.D. and reconveicd at that hour withi Mr. Swanson being ltresent On motiul,,
Mr L. V. Nicholis.was elected chairman of tho fact-finding committed,

Subsequent ueetin gs of the committee were held aiud on Wednesday, March
21, 1934, after a full d discussion, a qustiounaire was agreed upon to be sent to all
interested parties; to the various regional committees, the Asphalt Institute, and
trade associatims, with the request that they distribute same to their interested
members, it being the consensus that the fullest possible broedeasting of. this
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inquiry was essential to the development of the factual data. It was further
unanimously agreed that the interpretation of tie planning and coordination
committee's resolution of February 12, 1934, should be as follows:

'The resolution of the planning and coordination committee dated Febriuary
12, 1934, is interpreted to mean that the fact-finding committee of five shall
determine the facts as to whether crude till produced in the United States is avail-
able to the eastern seaboard and Gulf coast terminals in sulicient quantities and
without an unreasonable increase in the cost to the consumer of aspialtic products,
to be substituted for the foreign crude oil now being imported into the United
States for the purpose of manufacturing asphaltic products, including facts as to
the comparative quality of asphaltic products manufactured from the respective
crude oils, existing specifications for asphaltic products, and the effect of such
substitution on the present operating and marketing conditions'

On Tuesday, April 17 1934, the fact-finding committee held a meeting ill
room 1047, Investment Building, the members present being L. V. Nicholas,
chairman; E. B. Swanson; J. L. Quinn; and A. E. Watts. The chairmen presided.

'FiTe committee studied throughout the day the returns expressed by those con-
panics receiving and answering the asphalt questionnaire as sent out by the coin-
mittee and from the study concluded as follows, and by formal resolution resolved:
"That It is the sense of the cotnittee that its definition of availability shall

include time assurance, through firm tender or other equally satisfactory manner,
of a supply of asphaltic crude of definite specifications, delivered into tank ships
of buyer at California ports, at definite price per barrel for prescribed periods of
time, or delivered at Atlantic seaboard points of discharge. Tenders of such
crude shall be equal in barrels of asphaltic content to the total foreign erudes now
being imported into the United States for the purpose of supplying the require-
ments of asphalt sold in the Atlantie seaboard markets, or elsewhere. In the
event tenders are made f. o. i. California, then the committee shall investigate
transportation facilities for the movement of time crude offered for its movement
from California to ports of discharge ont the Atlantic seaboard. In the event
there are domestic erodes, elsewhere than in California, of suitable asphaltic
content that can be offered under this definition of availability, the committee
shall receive such tenders when offered; and

"Resolved further, That the committee must await the receipt of such tenders
as may be piven under the foregoing definition."

Three members of the committee felt that statistical data relative to the pro-
duction of stocks of crude oil and technical publications containing analyses of
representative crude oils are of interest in indicating possible sources of supply
but do not in themselves give any assurance of availability. It was felt that,
although there may be production of suitr.,blo asplaltic crudes in certain sections,
the present demands for that crude might equal the present limits of its production
or that the companies producing or holding such oil might have other plans under
consideration for its use. These members felt that if facts were to be off red
which might result in a recommendation to require the complete substitution of
domestic for foreign erudes by plants now equipped for the utilization of foreign
erudes, such facts should be of such practical c laracter as to render certain that
the substitution could be effected in an equitable manner and that the companies
hitherto importing would not, by the required substitution, he faced with eit-
certainties and unforeseen difficulties. It should be noted that the companies were
not limited to the stbtnission of "firm tenders" but could have given assurance
in any other equally satisfactory manner. It was felt that there must be assuratee
as to the willingness of Comnpatties to sell and the price and condition under which
such sales could be expeete(l It was felt of particular Importance that the aqsur-
ante should relate to oils of comparable quality with those now being imported.
The opinion of the one mnenmiber voting "no" ott the resolution was that the

definition of availability should be restricted to physicall availabilitv In the
United States in storage, under production, or capable of being prodlitcelt." One
member of time committee was absent.

The full minutes of the ineeting of April 17, 1934, were circularized through
the same channels as the questittnaire in order that the fullest publicity might
be given to the resolittion as adopted.

On May 17, 1934, at 10 a. in the committee met in room 1047, Investment
Building, Washington, D. C. A study of the replies from interested parties
was made but no conclusions were efferted, owing to the objection of Mr. J. L
Quinn to the interpretation of the word "availability." Inasmuch as Mr. Quinn
desired an expression from Judge Amos L. Beaty, chairman of the planning and
coordination committee, ott definition of availability as determined by the fact-
finding committee, Mr. Qttitt addressed a letter to thie chairman of the planning
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and coordination committee, under date of May 17, calling attention to the
resolution of the fact-finding committee of April 17, and presenting his arguments
relative to the definition as to what constitutes availability as originally intended
in the resolution at the time the committee was created. A copy of the letter
from Mr. Quinn to Judge Beaty Is attached hereto and made a part of this report.

On Friday, May 18, Judge Beaty discussed before a quorum of the planning
and coordination committee the communication from Mr. Quinn. Tile planning
and coordination committee determined that the fact-finding committee should
make its report as of Monday. May 28.

On Thursday, May 24, Mr. L. V, Nicholas, Mr. E. 13. Swanson, and Mr. A. E.
Watts met in Washington and discussed the request of the planning and coordi-
nation committee for a report to be submitted as of Monday, May 28. Inas-
much as neither Mr. Quinn nor Colonel Barton could be present, the three incus-
bers of the committee decided it would be impossible to complete the committee's
report by May 28, and the chairman requested the planning and coordination
committee, through Judge Beaty, to postpone the date of the report until Mon-
day, June 4, in order that all members of the fact-finding committee might meet
and fully discuss the subject matter and data available to it and endeavor to
agree upon a report to he presented to time planning and coordination committee.

On Monday, May 28, time personnel of the committee, with the exception of
Colonel Barton, met in the offices of the planning and coordination committee in
the Investment Building, and discussed the probable conclusions of the report
and arrangements were made at that time whereby each of tile members present
would be prepared for final consideration of the rep6rt on Friday, June 1. The
same four memnberp of the committee met in the offices of the planning and coordi-
nation committees on June 1, and as a result of that meeting submit the present
report.

In its consideration of the facts submitted through the questionnaires received,
the committee divided the United States into four sections. These are: (1) The
east coast and Gulf coast districts, in which are located time refineries which for
many years have utilized imported crude petroleum for the manufacture of asphal-
tic products; (2) the crude-oil-producing areas included in the States of Texas,
Louisiana, New Mexico, Oklahoma, Kansas, Arkansas, Kentucky, Illinois, and
Michigan; (3) the Pocky Mountain district; and (4) California. The facts sub-
mitted to the committee show that the asphaltic content of crude oils in Texas,
Louisiana, Kentucky, Illinois, and Arkansas does not, with the exception of the
Nevada County-Arkansas field, exceed 28 percent. The questionnaires returned
recorded the following asphaltic content: Hendrick and Yates Field, west Texas,
17 percent; Ector and Pesos County fields, 0.81 percent; Lea County, N. Mex.,
0.63"percent; Illinois crudes, 20 percent; Kentucky, 16 percent; heavy El Dorado,
Ark., 23 to 28 percent; White Castle, La., 28 percent; Haekberry, La., 5 percent;
Caddo and Choctaw, 15 percent; and Nevada County, Ark., 49 percent.

The a.phaltie content of Venezuelan crude was reported as ranging between
43 and 48 percent, while the asphaltic content of Mexican oils was reported as
ranging between 66 and 69 percent. 'Tie comparison is made because the substitu-
tion of oils with lower asphaltic content will require tile processing of more crude
oil for the manufacture of an equal quantity of asphalt, and much substitution
may require the alteration of te plant, tile construction of additional storage,
etc. The principal reason for tile comparison, however, is that the processing for
asphalt of any crude with an asphaltie content appreciably lower than that now
being utilized will result in the production of an additional supply of distillates.
Consequently, unless the asphaltic content of the respective eodes is approxim-
ately equal, the balance between crude-oil supply, refinery operations, and
(emaild for petroleum products will he disturbed. It Is conceivable that if
domestic crde oils with an appreciably lower asphaltic content are substituted
for foreign cruldes, time running of the extra quantities of domestic crude oil for
asphalt iianufacture nsay correspoiidingly reduce the riunninig of other crludes for
the manufacture of imetrolcurn dilstillates.

It Is evident front the statements contained in tme questioniiaires received that
the logical markets for thme asphatic base erodes produced in Oklahoma, Kansas
Arkansas and northern Louisiana is the group of Middle Western States, anti
that freight rates on asphaltic crude from the Mid-Continent area to the Atlantic
seaboard would prohibit any commitment for such shipment. Information from
A*kansas reveals that the present production and stocks of Smackover crude are
required for refining operations within the State and that there Is no surplus
above present market requirements which could be offered for shipment.'

'ltter from Wirt Franklin Petroleun Corporstion, MAy 1, 1934, and the Ohio Oil Co., April 2,, 1934.Letter from Simms Oil Co., MAy 12, 1931,
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This appears equally true of the tortliern louisiana fields, as it is iulicated
that none of the northern Louisiana fiells is being prorated, East Texas pro-
duces no asphaltic crude. No returns were received from Texas Gulf coast piro-
ducers, but it is the understanding of the committee that Texas Gulf coast cride,
if available, would find at ready market for lulbricants manufacture.

A review of (quiestionnai-res returned from Kentucky, Illinois, Arkanisan, Okla-
loma, Kansas, Texas, Louisiana, and New Mexico, led the committee to the

colicltsiot that producing areas in these States cannot be regarded as a possible
source of aspialtic crude oils to be substituted for the foreign asphaltie erodes
now being imported into the United States and utilized ati phts oi the eastern
seaboard. 'hisi cmclusion was based upon the following reasons:

1. The esphialtic content of the crinde oil produced in this area generally is not
comparable sufficiently with foreign crude oils now utilized, ad their suiStitu-
tion, c( n4equently, would result in tin' production of surplus distillates which
would cause a courresponding reduction in tin' use of other Iomestie erudes from
this same area for tile production of such dlistillates.

2. The areas within the region from which tile crudes with asphialtic conitetit
of 28 percent are produced have present markets for their outplt and are ict
in a liesition to undertake additional commit ments.

3. The normal market for aspliltic erudes from tis area is the Middle Western
States and freight rates would prevent its movement to the eastern seaboard.

It was reported that residual oils with asphialtic content as high as 70 percent
could he tnanofactitid from Michigan crude, but it is the opinion of ti coin-
mittee that such residual oils could not economically le shipped by rail to the
eastern seaboard.

The production of heavy crudes with relatively high asplhaltie content was
reported in Wyoming, such as Grass Creek, 32 percent; Oregonl Basin, 57 per-
cent; Garland, 59 percent; and Mule ('reek, 50 percent. It is the feeling of tie
committee, however, that the distance between Wyoming and the eastern sen-
board would 1irevetit the movement of sitcl leavy crode oil cciniomieally to tle
east-coast plants.

As a result of its review of facts, submitted front crude-oil )roduicers east of
Califurnia, as abstracted above, the committee has reached tise conclusion thtt
the p'ssibility of sibst itutiol (f domestic ertudes for foreign etrudes now heing
imported for the manufacture of asphalt products is lintited to certain California
crude oils. -1

The Standard Oil Co. of California stated, in a letter of May 11, 1931, that,
sulbjeet to tile Petroleum Code, proration of iroduetin, and subject to satisfactory
arrangements witit buyers, it estimates that it can supp y in fairly even momtthly
quantities, 6,250,000 barrels of asphaltie erades over the balance of 103, 4,250,000
barrels to be taken front storage atid 2,000,000 barrels from current receipts, ani
11,000,000 barrels during 1935, to be taken half from storage and half fron etirrent
receipts. The asphaltic content of this oil is stated to he 50 percent. 'le
company stated further that, if permission to witlidraw oil front storage is nat
obtainable, its potential proditetion is more than sifficient to take tile llace of
the stored oil. The company stated its willingness to sell this crude oil at posted
rice at tihse and place of delivery, and reports tie present price for 14 gravity

Ecrn crude is 75 cents per 42-gallon barrel delivered at ship's rail, ltichinmtd,
Calif.

The asphalt content of the potential crude-oil production reported by the
Standard Oil Co. of California in reply to the p twstiomttire varies from 24 percent
from Montebello crtde to 52 percent for Kern Riiver crude. Of tie 134,000 barrels
daily of potential crude-oil production reported Iy the cotmtpany, 11,400 barrels
is of crm'tde, with aut asphalt content of 24 to 25 percent; 93,00O barrels of crude,
with ait asplitlt content of 20 to 23 percent; and 28,700 barrels of crude, with alt
asphalt content of 40 to 52 percent. The 28,700 i)arrels daily if crude til, wit)A
ami asphalt coutenit of 40 to 52 percent, would equal 10,475,500 barrels animallyv.

The asphaltic crude oil held in storage by the company totals 14,693,000 barrels,
with act average asplihaltic content of 16.4 percent. This stirage consists of
68,000 barrels of crude oil, with an aspihaltic content of 25 percent; .1,529,00)
barrels of crude, with ait asphaltic content of 30 to 38 percent; antc 10,096,000
barrels of eruhde oil, with an asphaltic content of .40 to 52 percent.

The Union Oil Co. of California reported a potential production of noi-gasoline-
bearing crude, with an asplialtic residual of 54 percent, from its own properties
and properties from which the coml. ,iy is purchasing 18,970 barrels daily,.
Present allowatble production totals 1,500 barrels daily, leaving a balance of 17,370
barrels dailh as additional production which could ie developed. In the Santl.
Maria district, potential prodnetion of 12,500 barrels daily of gasoline-bearing
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Crude, with an asphaltic residiial of 40 I('re'uit, was reported. Allowale pro-
ductioi was reported as 3,180 barrels daily, leavi:lg a balance of 0,370 barrel&
dally as additional production which could he developed. The company also
reported holding il storage 5,572,000 barrels of non-gasoline-bearing crude and
634,000 barrels of gasoline-beariig crude, with 'asphaltic residual of 54 and 40
percent, respect 'ly. The iiicoiiiiiry Iquoted i present price of 75 cents per
barrel of 42 gallons delivered to tankers at plort Sun Luis.. The Associated Oil ('o. reported pltenial production (of ileas y cnile, with
asphaltic content of 35 percent, from wells now producing and wells now shut i),
amiounting to 14,100 barrels daily. Present production totals 6,600 barrels daily,
leaving 7,800 harrels daily as tht' additional production which might i developed.
The stocks oIf hievv cr111 oil held Iby the company, amolting to 3,300,000 bar-
rels, is reprortei as nlot beinig held in storage for asphalt maufac itre hint is con-
sidered as stocks for changing to cracking plants aild for the iiamnifacture of
lubricatlinig oils.
IThe Gilmore ()il Co. ri'portcd a potential pJroduction of 4100 irrels daily from

shut-in wells in th Sarita Maria district. It is stated that tiis type of oil con-
tains al1 asphalt residue of 70 to 75 percent.

The Sinta Maria district ill California, according to a letter from the Casinite
Co., dated May 8, 1934, is capablle of Inlodicing 1,500,000 G barrels of asphaltic
oride ainoally. The asphalt ronteat of srt criVle is stated to be: (Jasmalia, 85
percent; East Cat Canyoln, 70 v'revent; West, ('at Caiyom, 78 pereent; alndI Gate
Ridge, 60 percent.

Tle hell Oil (o. of lCalifornia rvportvd that it holis l,000,010 barrels of 521
J)aquin crude ill storage id that the company is receiving it daily average of
3,000 larrels of asthlat-heariog erade by exchange arrmagemlent, li a sibse-
ijiletit letter the collpllny r'ejorted that it had noti aslhaltic crude Iby (X'haige
lirrliigei(It. In it solhsequent letter tie iolliyl repIorled th1l it had ino
aslllhaltic ldl oil for sale.

The G lleral Petrolelo ('orlation of ('alifolia reported a daily average
Iro(huction of 7,2-1-1 barrels if asjlliahi-hleriig petrolcoii, with all) asphaltic
l'(sidlill of 58 pierce'lit. 'lih ptnt'liirll rl)i'ttioll (if such oil wils lellorled at
11,25(5 harrel'Is daile, or 9,0112 harrels clriie lInvi, |r'oliit l)liiirhliiol. Stocks oIf
siLehi 00 1i0l ill storage a' roi'pl(rle(d it 312,111)0 barrels.

With ifenlc 1,1 Cii) l cd-oil Nloclks as a i19 slhle source of (lrnristic eroldn oil ill
illlitltiol fo foreign ('rll( oils, tile v'lil lo) l(1 ii -olv ii l1ii, lr-ilil toll of

suell oil ilrade lras been ti'i'foli'li'( 1, all till' c(liiilimitl((, f s that tile taking iof
sioli iil froii stonag'o vitlhout r'lita('eillnil, lloi curri'l'lnt pol'dilctioln creates liii
present or future llr aiid that, ini this respecf, there is no essential diffcreni'c
betweil lret stock- witlhrawails 111)(1 iiilii))rts, 'Th coliliittte feels, cois(liienilli,
that tihe consideration of possilbi, sollels of (lolliel ic rrille for ise inl suhistitutioll
f.or impi)orci( le(,s shlrJhl hIr honliiile(l tio lrvntly llrolirced iille o(i or crude
oil which niav clirrtrirlly 11t; ibie l lpicer.
! It, is fjjhe fe'liig f some s ille b e rcls of the colmlliitllee , althiou~ghti leo oplillili oil this

lflint is llot rllaiiinlls, ht iti lre ros'l, li'ce of 75 ceits per barrel ol takers
d(livci'cd at lieinnond iOr Irot Stall lis does no( cilov(er tire l)i't'11iit. cost If lt-
dilitioii ill tho fil'd ielrerin tie iiavv erirrle oil Ol'igrhiat(s, h)Ills trailsllorlatiol
Costs to lonlli lI ills, anld that, ls a oirltllenieu', nil iipwlli'i rice noveOliOnrt
u av ie ir\5lecte' in lli' ovent that silrstaiilial alduitionai iitilets for the c'ridi' lire
developed.

The lroti'st Oil the part of domestic prelhrucrs ilihpell..; froi the i'record to be in
Oltositiol agaillst an(y ilni'l'si' in lit allowalo' inlllilirtltiol if asjrlliahllearing
orildes. This vie,\ is SUlllIcil'tc( th% tile followi ig i's tracts froni lett(,i's:

"Wv isir, lit (:is tilili, toi ri'll'lstv pHriitest aglinist lr, iireriase ill the alhs\liimali'
illol'liiiol (if (,s)Ililt-hlcri'ig criu(ies,' 

-
- T.eter fromi (lilnore Oil ('o,, May I i,

19:3,t.

"IPendhig forilil atioilie y (lir bhard of tirectuors, plrase lte tliat the; brie's
filir y I hs ('loe)' with yoir co(illitlite( are lot to hr construed as a definite pro

-

test against plreselt in) iorrtatiolns ulder the provisions of I lie PetO lini ('(ork lMiil
the regiilrtions of the Oil Adiiistrator. We do pi'otcst against lilly increase iii
tile allowllle iillportations of heavy aspialt-heisri)g ,rdes' 1,et ter if Oil
Prorriers Stiles Agen cy of Califoril May 9, 1934.

"We have irot protested and are nut now protesting against tile illllortilt oll.s if
crude pi'resenitly allowable itnder administrative orders now ill force, We have
Iroitested ataillst all inertase. in (lie allowable importatiois of asllialt-beriiirg
crudes,'' . l,ctter of Standard Oil Co, of ('lalifornia, May 11, 1934.

'lhe rierid fails to rev'rol any requests for an increase in the titl allowable
2(i1Iofrtat ion olf slihaltic or othlrr oiils, Some c(mInlllnies lave protestcld that their
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share of the allowable is not in accord with the present operations of the companies,
but there is no indication that any of these companies are advocating an increase
in the total allowable. Their claim is that an allocation of quotas on the basis of
1932 business does not justly take into consideration developments with respect
to their own operations and their present possible share of the market.

It should be noted that present orders with respect to importations do not
establish a separate import limit for asphaltic crudes. Present orders merely
limit the total imports of crude petroleum and petroleum products for domestic
consumption to an amount which will not exceed the daily average of such imports
during tire last half of 1932. Inasmuch as there is no separate limitation on im-
ports of asphaltic crude, the committee endeavored to reach a conclusion relative
to the limit on such erudes which might be recommended on the basis of probable
demand and the trends in the use of domestic and foreign erudes for asphalt
manufacture.

Companies importing foreign crude for asphalt manufacture were requested to
report their annual requirements, dividing the quantities by countries of origin
and as to whether or not such oil would be received from owned or affiliated com-

esanies, purchased under present contracts, or purchased on the open market.
heireports received in response to this request indicated a total requirement an-

nually of 15,624,000 barrels. This quantity was divided as to countries of origin,
as follows: Mexico, 7,425,000 barrels; Venezuela 5,C80,000 barrels; Colombia,
2,336,000 barrels, and Trinidad, 183,000 barrels. divided as to basis of purchase,
the following was reported: To be received from owned or affiliated companies,
7,504,000 barrels; to be received under present contracts, 5,414,000 barrels; to
bepurchased on open market, 2,706,000 barrels.

Estimates available to the committee indicate that the demand for asphalt
during 1934 will approximate 2,400,000 net tons, or approximately the same as
during 1932. The trend of asphalt manufacture in the United States indicates
that the production will be divided evenly between foreign and domestic crudes.

Relative portions of as.

phalt produced from-

Domestic Foreign
crude crudes

Percent Prcen
1020 ............................................................................. 35.70 64.30
1026 ............................................................................. 31.80) 68.20
1027 ............................................................................. 34.2 6 .80
1928....... .............. .................................................. . 38.00 62.00
1020 ............................................................................. 41.30 8. 70
1930.. ................... ................................................... 43.40 60.60
1931 ............................................................................. 42,80 07.20
1032 ............................................................................ . 45.10 4.90
1033 ............................................................................ 50.36 49.64

Source: U. 8. Bureau or Minos Annual Reorts.

On this basis one-half of the estimated total, or 1,200,000 net tolls, will be made
from foreign crude. Such nanufacturo on a daily average basis will be slightly less
than the daily average manufactured from foreign crude during the last half of
1932. The ratio of asphalt to crude varies with the asphaltic content of the crude
oil utilized and such. variations exist in foreign as well as domestic crudes. It is not
Possible to compute exactly the amount of foreign crude necessary for the mann-
feture of 1,200,000 net tons of asphalt, but the record indicates it will not exceed
14,000,000 barrels. This is about 10 percent less than the requirements of
15,624,000 barrels reported to the colmmnittee by the importing companies.

If quotas are to be established separately for asphAltie erudes and residual,
in order that such imports may be distinguished from total imports, it is the recoin-
mendlation of the committee that the total imports of asphaltic crude and/or
residuum for asphalt manufacture shall not exceed 14,000,000 barrels and that all
crude oil and/or rcsiduum included in such quotas shall be of an aslihaltic content of
not less than 40 percent. It is recommended further that such imports I)e divided
into company quotas in an equitable manner which will allow for the present
)rospective needs of the companies.

Although the question of reducing present import limitations has not been
raised by domestic producers, and, although none of the importers have advocated.
an increase in the total allowable imports, some members of the Committee sup-
port the view that further restrictions of imports will endanger and disturb the
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operation of American companies in foreign countries and that such disturbance
may prove detrimental to the interest of consumers in this country after tile
present emergency has passed. Others on the committee agree that this view-
point is reasonable, but desire to express their opinion against any increase ill
the import allowable which in any tunrirer might result in tile displacement of
present domestic markets for products manufactured from domestic crudes.

The above suggestion is in line with the thought of somine members of the coin-
inittee that trvnsactitrs which are esseitially commicl in inattire and which
depend lirimrily upon price for their successful cuirclusion, trust be negotiated
directly by tire parties conicernd. Coiidering this point it line with the fact
that no protest egeinst itrescrt allowallr imports lis been rrade and that there
has been no request for ar increse it total allowables, tire general opinion of tire
fact-findilig cotirriittee is that such sibstitutio of comparable domestic erude
oils which can or riay be mtde available for asphr.ltie crudes now being imported
primarily is it matter for commercial negotiations between those who are capable
of selling those who are capable of purclnsing. It is felt that tile extent to which
such substitution cund le Inadl would deltenid upon the ability of the buying
companies to purchase tile quality of asphaltic crude oil necessary to meet the
plant operating and marketing conditions; their contractitml and other obligations
to produce or purchase foreign crude oil; and tire long view obligation of such
eoiupreies with respect to the security of their foreign investments and tire
necessity of guaranteeing future Hupplis of oil for their own operations,

In view of tire foregoing, your committee lis trot endeavored to ascertain arty
fects relative to the existence and probalile availability of tanker fleets, capable of
engaging in intercoastal trade for tire transportation of additional oils from Cali-
fornia to tile east coast, nor with respect to the probable influence of increased
tanker traffic on tanker rates. For tie same reason, the faet-finding committee
did not decim it essential to investigate costs, quality, or specifications.

The committee desire to thank tire Plurning and Coordination Committee and
its executive ard clerical staff for their complete and thorough cooperation, aid
wish to express its particular appreciation of the efficient services rendered by
Miss 'stelle M. Ihouehirits, itho ias thesignated to act as secretary of the fact-
finding committee,

The committee respectfully recommend the acceptance of this report and that,
Spou its formal submissin, the committee ie diuharged.

lespeetfully st) illitted.

(1'. 1. Barton),

(J1. L. Quinni),

(1". h3. Swanson),

(A. E. Wartts),
CTL, V. Nicholas), Chairmaen.

THE FALLACIOU, tO. sTION OF NR. BRO. N OF TiE INDEPENDENT PETROLEUM
ASSOCIATION OF AMEIICA

It is contended by those advocates of high tariff legislation that tire imports of
petroleum and its products are a source of erpply over which the States have no
control. It will be recalled that State-controlled bodies combine to increase the
price of crude oil. Iin some States orders were issued completely shutting down
production of this essential commodity. The daniger to the consumers of our
Nation is apparent.

Such danger to practically 30,000,000 automotive vehicle owners and operators
was pointed out during the hearings on the Connolly bill (H. It. 1547) ir April
last year. The Conrolly Act was being criticized as being a price stabilization
law rather than a conservation act; contentions were made that it restrained
trade; that it was a form of price control and enabled public combinations to be
formed il tile interests of tire enhancement of prices. It was pointed out in the
evidence offered at that time that tire States through interstate compacts might
combine to undulv affect prices of oil products to tire consirmer. The President
of tire United States has or occasions recognized this danger and has pointed out
a safeguard, namely the restricted safety valve of imports.

IMajority report, 11. 3. 1MS. 407, p. W,.
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In evidence offered before the Ways and Means Committee, it was conclu.sively
shown by reference to official reports and documents of our Governmient that
imports were normally noncompjetitive with petroleum produced east of Cali-
fornia; that these imports were complementary to our domestic production of
petroleum ant" tl?,'efore prevented supplies from ieing wasted or used inl an
unceonoii mllaner.

At the present time statistics show that the stock of gasoline in the United
States is at the highest level at any time in tire history of mr country. Statistics
show that this accumulation of mineeded and N wasteful stocks of gasoline have
been brought about ili an attempt to supply a materially increased demand for
fuel oil.

It was show by evidence offered il hearings before the committee (p. 2657)
that American petroleum products east of California, (1o not yield sufficient heavy
fuel oil to supply a normal demand. Therefore by attempting to restrict imports
a wasteful condition is created for which the cousmner of gasoline in later years
must pay. The problem of maintaining our valuable reserves of gasoile pro-
ducing crude oil is inseparabl from the national welfare of our country. If these
value stocks of gasoline producing oil are forced to be Used il an unecononiic
manner, namely for fuel oil, oar Nation as a whole in later years ill suffer.

As far back as 1920, when President Roosevelt was a caridirlate for Vice Presidetri
of tile United States, tile Democratic platform of that year cortalirud a plank (9)
as follows:

''Tie Democratic Party recognizes tile importa lce of tile aecuiisitiol 1y
Americans of additional s(olrces rrf seruply rf petroleum n ard other minerals aiil
declares that neli acquisitin both at lioie aod abroad should he fostered aid
ireoiragled. We urge such action, legislative ansi executive, is may secue to

American citizen s the sarre rights inl the acqusiirement of iniing rights iii foreign
ountric ats ar' rrjoyed by the citizens or subjets of any other nat in."

ENE isrY IKO rRras .AND NATIONAL I(rirnY

All irislls fo police isfricltirrs o tie impoitatino) of row rmlirials whiili.
are pro(icei il i ir rufficirvit qiititic; ill t his Country, or the supply of which is
exhaustible should he critically x'imiied. Il the public iritrest tle brli'rr f
proof should, rest with those i l prpose such rest ricious to supizrly colclu1i v
evidirce that there is 't limessio fr such action. Il ri-spolse tio reqtrsts fromri
congrissinmil conittees for Commnts upoi Fills idealirng N% ithi (hi subjct, ,il
departments of our (lrverlimt through siccres .ve admiliiisratios since 1912
have taken the position that "wise liiilal policy would t'nd to avoid rather
than to seek tie impositioi of ary rib-taclis to tire imilortation of ipetroleum, sini
Such actiOll wourldr have the effect of hastening exhaustion of it linriteud awl
irrephicltrle natural r'sOll'i.''
"Tie petroleum products normally imported into this coiltry are, genrerlly

speak-ingr, , complementary to Americar n petroleum pro rcts, iirelirg a higi
)roportion of heavy furl nil and asphalt, Ioth of which are inl domid ill this
rmtry and rnrrlbtailrlile, at hrast irr like qiantity ann qiirality, excelit from

Califorial'n fields.
"It, is applerent from reference to tie statistic of trarlr il jietroehm thuat

imports of even these relatively nrmrri puertitive products have not been large ili
colrpariSoil with idomRstic p rorduction annd have Ihren exceeded, in both \,oblire antwi
valirc, iii every year sirice 1922 by ixirrorts of crude and refined oil."
"li 1926 thi eder] Oil Coiiservraion Bruard recommended that America err-

pirlii arillire and explore i rids ii Mexico and Smith America with the vile- tir
protecIinrg the donri'stic supply of er ide oil. '

Cirirhe lrtrohiii nand fuel oil derivl from prtrolur , inhling topl)ied errit
aml gas oil, have 1bel free of duvi rid-r (lit list threr, tariff acts-tire Uilir-
royrd Tariff Act of 1913, tire 1,)rdiy-McCutimir Tarif Act r.f 1922, awl,1 th
lawley-Snmt Tariff Act of 1930. BIN tire Re\elie Act, (f 1932 an import exciii
tax of one-hialf ceit per gallon , equivalet to 21 cents Tier iarrel, wans hevie(r oni
imports (if these communities, excCpt for imiprts used for silpriir of ships in
foreign trade or entered in bond for rfining aud rerxrort.
The centers of crude retrneirin1 production ill the I'rited States are located

chriefly ii tire mideoutiuenit, Gulf-coast areas, aid the State of California: Tlh
aRVOrege grade oif domestic crude petroleum ranges luetweurn 300 nd 35' i~l grar ity.
Imported crude petroleum, orr tire other aimii, is generally 1 (,low 200 ill gravity.
4 itearhir i er I, J. Res. 407 p. 2601.
SMisusie frim t Pre.ri'ent of tihe Uitcd Beates, Feb. is, 10,39, o. 23,
Report I to tf l'icd, i nt (1926), p. 12; also Pettngill, ilot O0, 11r. 60-61.
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Imports of crude petrolem from Venezuela, which is much Ieavier than the

average domestic crude, yields chiefly heavy filet oil and asphalt. Domestic
crude i,'troleuis yielld relatively larger terceint es of the more valuable prod-
tiets--gaseline, kerosene, and lubricatiutg oils. As a result, the tist' of imtported
crude pttroleo n for the manufacture of the heavier grades of ftel oil reserves ft'
lighter doote.iic crude for the llattlfacture of t'm wore vahliable products.

lie doiiesti petroleuit induistrv has beeni on tilt extort basis sitice its ogil-
liig, atid ill trilde plutroleiit since 1933.

Exports of Crude ietroleutli ire stlbstatltialli tiparalble ill quality with the
average grail" of doiestie l)rodietio), it I I glitter than imports. 'he rising
frelld ill exports otf Crtlde petrolellill front ithe Unttited Stati's is due ill )att to to
important faetors: First, the intcrealtsed demitd ill sotiti foreign coliltrie, for
military purposes, incldiig storage, aid second, the establislninient itt other
Coutires of a dilotiestic refining itiduistry as it national polhe*. ,lpaitn irtereased its
imports of erti t etroletni froil tle United States from 2,500,0001) burels itt 1929
to 16,086,000 itt 1039. Exiotts of cirude etreiletin to TItaly itirreaseid fromtiti note
ill 1929 ti 5,000,900 his rrels inl 1939. Dutrinig tiie saine period exports s of ellide
petroleltim to Frattce itiereased fromt 4,1000 barrels to 16,700,000 barrels. Exports
of Crttde petroellill to ('alttlt, tie lost im portattit foreign mtarliet, increased fromt
22, 00,0t00 barrels ti 28,101,000 barrels. 1oltal Iititid States exorts if crude
1ietroletui itreased fro 26,4(0,000 Itirrels int 1929 to 72,1010,001 barrels ilt 1939.

Iilports servt' it dulsirabl 'conotoic ptpos Ate.--Antilysis of the iotl of ertlde
petili'iilmn, toptld crIde, aid fiel til iticates that. these imipiorts, sitall ill till-
tils'isitl, with titt' itiuettstic prtoditt itt d greatly txceided lhv tbi r exports, s(rvea ( e,',iraluh;ecolloillllc lurlmsv (if ]lall'lg {the ,tiplYl~ of oertailn lptroleiini lprodiie~s

ill oir liotie it tirkefs.
Velleztlelai sUllicis learlv 00 pircelt of total United Stites iiiort of ertute

petro'l'tt, atld Ihe Netlieraiid West Indi's siipptli's iover 1[) l iet' reetit of oir intil.rIs
of fiel oil. Itlirlel, etrilde petroleiui is not eollptoaulh ili quality with tlie
average doilestic oil, ill that it yields tmuteli les t tsilitie tiltl 1irattietllv no
lt1htrietutiiug oil, till' itote vaitlile refitled plrodutets. Tl elii'f irtli ilets if Veile-;o ll~l i e!'tidol l ( detlllill'em hlvv fill(,) nil n11d <1,4plhatl.

Tie ialeulaled gtsoliiie yield lt(liilI etitiittg oif Vellizteallt crud e ti'l'iolellil
is itboit 12 1 t'reil; tiit is, evtl't\' 100 litrrels of Voei'eztlat cirode petrolelit
v iellis itapptroxifuiluttly 12 Ittirels if galolitti tatud itlproximil ely 55 barrels of heavy
fil oil. "loziilestice irtilets liv e light' t tll i'h illio't' 'odiit't aid yield aip)roxi-malt(,ly' .13 percent of th]e more vlhin]h " I irodlclt, gilsollille, w~ihl ,'jIaolt int; for

abiit 70 ltreetit of lii doti'st', ivt ptilelitil ituttisiry's tilitti] r'vetwiis, titit a
fuel-iil y iel of 25 Ireen t

''lit 29,700,000 barrels of taxable erlile, to p ped Criutde, and file] oil imported ill
1938, ittrly till or whicli was itnpi'te'd friti Venezuela directly or indirectly
through (,lt Netherlanitl West Indies, entered aliloist entirely lir'igh tlit ports
of New York, Philadelphia, id Ialtimnore to serve the lhi klv topulated indls-
I ruhl uire't of the ltorthetrl Athttitie Coast States, (D)oes not, iichitde 22,500,0(0
Itturrels exemilit froimi excise t,'x ii'ed for sutieit its of shipis in foreign trade, and
entered it ]tend for u'eflliig aitd r'textport.)

These imports fi i'rtilde ei'tioltmi produced a 'aleuhteI sittpply if 16 to 17
million barrels of heavy residiah fuel oil. 'i is cotiuated 16 to 17 million Ilarrels

of heavy residual fuel til derived fiom foreign irtich, pttrolumt cotnsLtituted about
otie-tiffli tif it total etilsuitipot oif 90 to 95 mtillionts Itarrels ini that area. To
atte'impt to ,suplly itle he'ay ftiel-oil Collstmiljitioll of the ithtistries located ill
till! Ntw ' ,ltigli( aitd 'lorrit A/ iuittie ('o'tst States wold i'esilt, ill inereasig
tie heiV' ivtnltorie' f gititihii ,ltocks-r whh tile d(oliestie potrolilU
irtthistiry derives lt'roxiltatly 70 peret.t of its tiniual reviuet- a il, through
irc lttittlt in of large invent ies, ])itu ', a deprssing tffe t tjit It h rie ,The p~roduio~(n of 16 ito 17 mnillioll harre.ls of hew.avy fueol olil frolii 11ei, q(lellmn

emlt'de 1)tt'rolllli, with i gasolhil, vih''t of ttltliroi itely 12 ierit ttd h,uevy
i'esidtail flol-oil vield if tlt(ttit 5-5 ptereut't,, resists int ibinit 2,700,000 Iirii'es of
gasoline. The iipiltis ,tt of tie stltie tlstilpity if l ,atvy full oil fsot deitesi
trse flroleuiif, with a gtsolinie sl(if lpt)iril t1 it lti'oretttd a rethslifuel-oil y ivid oif 25 lperevifi, wold re.sul fin tlhe Iproduivtioul of uval\". '2,,(i1,00!)

tr'i, io f tai lilit,. T hi additi n to ollmi gasoline amid elt ltigtem', whteihiv il'l'si tbllone-h1alf oif I liillnfl's l- m-lge doilnestie ,sUlpl l , would( ilirelise excessive vnsolinle
ilivelitorh,,,, \Allicb is a Seri'il prol em(,i for till, dollivOic pet'rlellill 1iltdllstry,
Till'l, mdralte impilorts ofl fo)reignl eltide, toplliw([ erlNov, and rtlel (iii~,\( it !imf ill

Iplrl),o,-v )V baftlale Ithle doiliestie sitll) I , N of Ipetroleililik prodct mov{-, l~le 110:1,r1y
Ito dlla.d, (111v to the iilliell lower gtsolillie yield and 1illulh higher hecavy l'osililt<il

flil-til xiihl of l iVi litltull pr'titihtet ant the dotiestc, critde pitr lt'liti Coli-
215171--40-42
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sned in the thickly populated industrial areas of the nortlrn Atlantic Sea-
board States

1

As to the individual report of the Honorable Wesley B. Disney

Mr. Disney in his individual view 8 and discussion on the floor of Congress 0
contends among other things that the consumer ha.s benefited from the excise
taxes. Mr. Disney states, page 52 of the majority report, that.--
"Testimony before the committee showed that, for the 7 years prior to tir excise
taxes, the average price in the United States for gasoline was 17.76 cents per
g allon, and for the 7 years since the excise taxes, tie price of gasoline iii the
United States has averaged 13.67 cents."

As a matter of fact these figures are fallacious and reference to any reduction
in the price of gasoline as bhing affected by or related to excise taxes is erroneous.

Imports of crude oil and fuel oil are substantially noncompetitive with domestic
production. It is a well-known fact that little or no gasoline is produced from
imported petroleum. Therefore gasoline prices were not affected as will herein-
after be shown.

In the President's message to Congress February 16, 1939, transmitting the
Energy Resources Committee Report (1). 23), the following finding of fact is set
-forth:

"In response to requests from congressional counittees for comments upon bills
dealing with thtis subject, the Department has taken the position that wise na-
tional policy would tend to avoid rather titan to seek the imposition of tiny
obstacles to the importation of petroleum, since such action would have the
effect of hastening exhaustion of a limited and irreplaceable natural resource.
The petroletni products normally imported into this country are generally speak-
ing, complementary to American petrolenn products, yielding a high proportion
of heavy fuel oil and asphalt, both of whdcli are in demand in this country and
mnobtainable, at least in like quantity and quality, except from California fields.

It is apparent front reference to the statistics of trade in petroleum that imports
of even these relatively noncompetitive products have not been large in comparison
with domestic productiou an have been exrceedcd, in both volume and value, in every
year since 19122 by exports of crude and refined oil."

The above conclusively shows from a disinterested detached study' that the
contention that imports of crude oil and fuel oil have no relation to the price of
gasoline. These imported products simply tire not brought it for the purpose of
manufacturing gasoline. On the otler hatid they tre imported for tie Iurpse of
supplying a deficiency in the interests of consumers, namely asphalt and fuel oil,
which products the study slows are imported into this country because they are
complementary to domestic production. Tntey are imported because they yield
A high proportion of heavy fuel oil and asphalt, both of wiih, states the report,
are in demand in this country and are mobtainalule in comparative quality andI
quantity except front California.
I Ott A'ugust 24 last, Admiral Stuart of tte Navy was quoted by the New York
Times as stating that California was a region warren of cheap natural fuls except
petroleum and natural gas; that in the interests of conservation the oil reserves
sof California are of paramount importance to the operation of industry and com-
merce there and for the defense of the country's western border, Alaska, and its
Pacific Ocean possessions. 1

Secretary Swanson, in a letter to Chairman I)ouglton, April 28, 1937, concern-
ing a bill being sponsored buy some of Mr. Disney's constituents, stated in par-
titular the following:

"Fiel oil is the sole fuel of the United States Flett. The design and construe-
tion of naval vessels is based entirely upon fitel oil as motive power. ,And aoe-
ehuate and depeirditle supply of fuel oil is therefore essential for the proper func-
tioning of the Navy. It follows that any action which might render it tili'cult
for the Navy to procure fuel oil for the fleet is tnsound both from a national as
well as from the departmental viewpoint.

"Tite east coast and Giilf supply of fitel oil apparently is not plentiful anrthe
'Na\'y has, at timics, experienced difficulty in contracting for its requirements'in
thesee regions."

t
Sde Congressional Record, February 23,1940, p, 29150, Extnlslon Of Rmarksof i0, Joltt i,, Ranktn.
Majority report to seontun y Ii. J. ides. 407, V. 51.
Bee Congresslonl Rmcrd Ve, 21 1140, p. 2703.

10 Ani retcrred in evtnttec before the Wv'ays anl Means Conmatlee hearings on Ii. J. ieg. 407, Fet. 3
1tt0, p. 20M0.
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The evidence therefore of a disinterested source conclusively shows that the

contentions made and references drawn by Mr. Disney with respect to the corn-
petitive character of imports of crude oil and fuel oil are not ill accord with all
the facts.

IMPORTS OF PETHIiOL,i 'i, NONCOMPIiTITIVE wIiri DOMiCSii(C PROD)ticTiON

Some years ago, ats a result of govenicrerital encoiirageiient oaIt us it hedge
against the day when o1r petrolhmn reserves iiglht ho depleted, Anierican corn-
panics in an effort, not to hinder or compete with but to foster American industry
and erliloyrint wore urged by ocuc' Governirirct--the Wilson adriiistration-- to
go hio South America inid Mexico aid obtain oil lands and lease; colivcssioris.II

Today, as then, there is a deficient production of domestic asilialt a id fuel-oil-
niating ptrolOttli throlcghoict th entire easteril section of the ll Uited States.

The entire nlinllt, of forigi eride oil froci American-controlled foreign fields
which mitered the Unitld States last year was utilized by sonime I or Inore refic-
cries aloicg the Atlhartic Sealori' arid tuiif coasts allokst entirely for the naim-
factuire of various grades of asphalt. The location of refineries uitiliziig hlavy
crude oil for fuel oil arid aspdialt are its follows: Everett, Mass.; Providelle, It. I.;
Long Island City, N. Y.; Wariers, N. J.- Ma urer, N. J.; layoinne, N. I.; Phila-
del pi'a, Pa.; Ballincoriue, Md.; Norfolk, Va.; Sewalls Point, Va.; r Charlestoi,
S. C.; Saari nab, (Ot.; liriwick, Ga.; Jacksonville, fJa.;2 Tampa, Fla.; ci Ilerisa-

cola, Fla.; latoni Rotige, La.; Norco, La.; l)estralha, la.; Beaimonit, Tex.;
Port Neelces, Tex.; ilaytown, Tex.

Certainly those refineries arid labor employed thereiin, as well as ill tre oil
fields which su!pp)ly them, icist lie counted As part of Anrerican indirstry and
enterprise. To riairntaii eriploymnt and security, regularly constituted markets
and the jobs of those employed insst be continued and not destroyed as would be
the case if the sbove refileri s of tile United States cannot coritinio to operate
efficiently. If any refinery iin the United States depending uipoir sales of asphalt
and fuel oil for ellicient operation should suddenly be unable to obtaln required
ecoicoriical slupplies of zietroleini, regardless of the origin of the oil, such rellicery
would soni have to elose, thereby throwing Ilhous iads ot of eriloynnet -r.i
engaged i proiczetion, refining, transportation, and inarketing,

Substtl ution of light ga'solice-inallg doriestic crude oil for the fuel oil and
as haltic ievtroleilii Yiows imported would hIe both a serious eeonorici and tech-
nological lisirter. If a reqiireiceit were iade cairsiig all refineries to ruani-
facture all oil production from dloiestic crude or surplus residies,ii most of tlem
would lirt down as was reliorted to the Treasury Departmetl. when arl eriirgo
was agitated.

If refineries caiiof tolerate eflciently, the logical thig to do is inot to operiste at
all. But even should sone refineries uilize other lietrolecunn, it is certain that
consumers wonlhd inot iue fuel oil, asphalt, and road oil ill the anie voliiie. Failure
of qlalit y would restrlt.1l

Any failure of eiigineering acceptance or demand for asphalt is certainly not
cotiducive to'eriploynicniit, nor car it be shown that such Conclitiois could ever
contribute to thc relief of inerilloyrnirit,

Any refiricry oil supply, if not owned or controlled, is a latter of negotltion
lietween venlee and vendor for particular quality of petroleun required. Tiose
haviig flowing ,vells or large stored sulpplies of reclcrired crrdu oil would real) great
benefit. Iil such case tIv advantage to labor is extremely limited anw doubtful.
Even iti the distant firtire if any forced increase in iew wells could Ice relied upon,
the loss il delays arid irnicrtnity of the pIrettent would far overbalaice sulch
tprobleiatical fitire lIabor dernanil'.

Sonie iity reaon lit it, by forcing the entire supply to coie from callfornia
whero petroleuii exists siihllar to that iriportedi ciore tanker crews wollid he

it Tii Dnourntlilic 1itshrni of 1i2 iid it bicc 's: "Tine o cciisitiso i r lit or Alicieclicic eltizes sioillci
Iiotect thcei withhi ir cu rder, n iiil Mii ii c iIi tiroiiihoiie the woriii cciii every Ailnoricani ot s i
ec litled to And iliti ibe giucul the iuill sport of his O v\criniient, coth for his lcreio eriy i for ilcisolf."

It Storage only.
11 Out osncue rN or more renhsrles iilonig the Ailantliend (llf eoct,RS 7 were originally llilt Lorin heavy
usphalic oil.
14 Mr. A. J. Krcmuer of tiie iiroau of hsuci, idai, reports that " ',tiliilo information %evcc s to Indleat

that tio spoects (if lhf siluitlon are partly economnio iii crtlor tehcinologl; nilioilih it Is lint known coni
clusively tlit asiills nccic front doiiit ill crude oi, eon' In the reost riodrn equcipienf, would be sali.
victory for lie reclireilonts or till hiuyers."

'A "As it result of Us review of faiico. .ciiiiitteJ (rum crm ie-oil producers est of Cldicfrnia, ns asistraetml
imo,, ih., coucniltice cIi r ulsetl rue V01101110Vi, nt the pI cosilh Ity Of SLbttiliion or ciloiersi Ce erirles for

icreign inudrs now bolii: Impoertecd for th nimicriseiccre of so cihit u products 1. limited to crIin doiforncia
crtd oils." tiearli ieforeo ie (ointlcCtes on Waioys slnd Means, May 18-21, 191, i. 181.
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employed, thereby aiding American shipping and seamen. Here the fallacy first
apparent is "if" the assuniiptioni that eastern refineries can le made to buy Caiii-
fornia oil. (Only one company operating in the East has a west coast oil supply.)
But if refineries on the east coast are forced to buy approximately 50,000,000
barrels of crude and fuel oil from the west coast, there are not enough coastwise
tankers available to transport this required quality of oil.'

6

However, holdd most of the Eastern refineries be forced to boy Californi
crude oil, this substitution for imports would jump the price of heavy low-gravity
California asphalt crude to unheard-of heights aud would fast diminish the stip. Y,
thereby transferring the dangers aind weakness of the East to the West. Would
not American labor tider suci condition be discriminated against, iid a minority
groop who need no help rua the imcarmed advantage?

In this (lay of serious memploynelt, tie di minotion of supplies of asphalt-
foel-oil-making crode oils is a growing iieiace to self-respecti ig iccupatii in the
one activity that oiitsta|ildimigly employs the most unskilled workinen. Tin
building of seconlary aud farm-to-market himd-strfaced highways demands
asphalt as a hinder. Unskilled labor can le and always is wiill)oved it enormoons
mnatbers iii asihaltic-macadam construction. The President, in realizatim uf
this fact, puts an appropriations for such road lihliig at the had of Budget,
estimates for relief appropriations.

Subtraction from the American slipply of the heavy criide oils vitally essential
to the manufacture of 50 lierctt of all our available asphalt at the present time
meats-

(1) Less asilialt for road Iuildimng, or its
(2) Substitution by use of asphalt manufactured from the distant heavy crude

oils of California, notoriously limited( in supply.
Either calamity means increased cost and conseqently higher price to our

Government agencies antId subdivisions. Higher price of asplialt hinder will
necessarily le reflected in reduced mileage of contstructioiu of roadways, with
consequient reduction it) self-respecting cot ploymnent of those, whro need it most.
The thonsanuls of those now employed in road making and reiuair will have to hc

given other things to (1o or be laid off. Road itiaking of all construction activities
employs the largest number of mien pIcr dollar spent. It is the meii cn this work
whose working livelihood is threatened by the metmiacing seizire of Americatn
oil fields in latin America which tItIw Stliply this iritie material for roWd itliittg
at the lowest price known ill the world.

Average asphall manufacturing yields (irruspeclivn of suitabiliy) of several domestic
crude oils as compared with imported crude oil

Arenc rti lt I's i\'irseii bsarreis/ , , ifOlvlet Nar(Ju~l ts

iiopstedte-is
-

, ] Barrels, olgestiv' )hio1

iiaiiienred pe

T J €,g IOW 111W 0 rlO flillII I,,, ,, I ported vriade
Ioil

NIM-(tt'onitnent ............. ............ .10.0 Si ,), 02. i75
W es . s- ....................... .............. . 12 5 44 75. 4i, 9U)
V n S a i- .-..... ............................... - 0 t 55 0)5, rW 2, 375
Ileavy Smackover .................... ........ 25,0 22 38, 214. 9,"A
('t t-al-forn ............ -...... . - --... ......- O is 3,28N,,I nj rted'.

Venez lall ....................... ................... 43,11 13 22 ,9 6. 82,5
M ei - .......................-................. . 0 81 14,340, 353

ANALYSIS OF INDIVIDITAL TARIFF i'ONCESiONS MADE TO VENEUtELA 17

Crude petroleum, lopped crme petroleum, and fuel oil derived from petroleum includ-
iny fuel oil known as pas oil (par. 1733). Internal Revenue (ode 3461

Imports of crude petroleum and fuel oils are dutly-free, hut subject to an
excise tax of one-haif cent a gallon.I l Udcer this agreement, the excise tax is

A6 This oil ennot move east over the Roneky Molln1ills ly pip III)('. There re no lines and the ;, .
graphical isdlealis are too Rreat.

L1 State 1 ;)uartmi t lulnesn No. .71,
11 Imsqorts of these sudrl s tire v\, ii et front the Mcise il\ n he iiulnltied eithr fu r l o s i sidips i]i

fcelrvgl tri, at reriai otters, or tr 'm niee rit ng In Iowl.
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reduied from one-half cent to epne-fourth cent a gallrn Oil n animal ainoillit of
imports not in excess of 5 percent of the total quantity of crude petroleum proc-
essed in refineries in continental United States during the preceding calendar year.
Any imports ili excess of this quota will pay the one-half cenit rate, which is bound
against increase. The q iota applies to the combined imports of crude petroleum,-
topped crude, antd fuel oil ileldiig gas oil, that is, there is ni separate quota for
each of these couniodities. With respect to the significance of the 5-percent
quota arrangement, it may be noted that the total quantity of crude oil processed
in the refineries in 1938 was 1,165,015,000 barrels, 5 percent of which is 58,251,000
barrels, The average ammal imports of taxable erode and topped petroleum auid
fuel oil for the years 1933 -38 were 34,569,000 barrels. The quota applies to total
imports from all sources,
The United States share of (he known world reserves of crude petroleum is

somewluat less than 50 percent. Oii the other hand, this country produces slightly
over 60 percent of the total world output notwithstanding the fact that the
l)riicilial domestic fields arc being operated under restrictions iii order to avoid
wasteful production,

Fuel oil (in onic or more grades) is obtained from nearly all grades of crude
petroleui and is produced in most refieries. Venezoelan crude is mucl heavier
than t h, average doniestic crude aid yields priuucipally heavy fuel oil and Mas)halt.
Dome-tic crudes yield larger percentages of gasoline and kerosene, anid superiorr
grades of lubriuating oil, the more valtable petroleum products. Fuel oil from
iiomuestic erudes consists chilly of grades muck lighter than imported fuel oil or
fuel oil produced in tliis country from imported crude. The domestic demand
for all grades of fuel nil, iicludiiig both the heavy grades for shills' bunkers and
industrial plants and the lighter grades for )iesel engines and residential heating,
has been ilicreasilig. Production iii the United States of heavy fIel oil from
low-grade foreign crude and thle importation of icavy fuel iiil tend to reserve the
high-grade doiiestic erudes for the production of the more valuable petroleum
derivatives.
The United States loads tit world ill the production and consumption of

petroleum products. 'his country is also important ioth as at im porter ard an
exporter iof crude petrioleii and* Ipetrolhuni products. The domestic industry
l1as ben o1n an export basis for many years. Ini 1938, imports of crude petroleum
aniounted to 2ti,048,000l barrels as, compared with exports of 77,272,000 barrels.
hiuiports in that, year of fuel oil of all grades (ineliding tax-free entries for use in
ships' hiinkers) amiounted to 2i,1115,0100 barrels 9 its cOmlared with exports of
,13,832,000 barrels. Venezuela is the most important stipplier of United States
imports of crude pelroleiu, accounting for 85 percmit of the total iii 1937 and
90 percent il, 1938. Imilorts of fuel oil are supplied aliiost entirely by the Nether-
lands W'est Indies, hit .most of the fuel iil refined iin the Netherlanids West Iidics
is produ ceid from Veiezuelan crude.

ALLOA'I'(ON of' TARIFF QUOTA ON eiUDH' PETROLU I M AND FiE'l, OaI, -rI)ItCsM-
aisR 12, 1939 40

The President siguied a liruucaiiiutiot on Ijecemblr 12, 1939, alluatiig for the
period from Dcember 16, 1939, to December 31, 1940, inclusive, among countries
of supply, the quantity of crmde ptroletml and fuel oil entitled to a reduetioii ill
the rate of import tax under the trade agreement with Venezuelt sigiued on
Novombor 6, 1939. Thi agreement provides for a reduction iin the import tax
oni crude petroleum, topped crude petroleum, cud fuel oil derived from petroleun,
including fuel oil kriowni as gas oil, rom one-lilf cent tii one-q carter cont per gallon
on an annual quota of import not iii excess of 5 liercent of the'totail tinaitity of
crude petroleuii processed ini reoi, rios it the continental Uinited States diiring
tifu' precediig cautlvidir year. For the reullliodor of the present calenlar year
(Irilug which the agrceieit will be ill force, t tariff qlulitii equal to oie-twelfth of
(tits tlillt, is rslvidei. Iiports o'hove flies,' aiilluouis are duitialule at, onie-half

eilit per galloii.
1Lodm the turlnis of tli' ioilllliittioill, the shares if t'e total ililorts of such

leriletuii andh fuzel oil untitlod to a reduction ihi the rate of iinport tax are allocated
un.ilOlg COuiuties if export Ol tin' basis of the piroporltiois if tht( total iapliorts for
Cliuiitiol in the (lnited States supplied durhig the first. 10 mntlis of 1939,

LD Tho figure for isliinir iiluiilii's is ifo is. ' i (eel olior i, tii , lipis' biiikors ad 682,010
barrels eiiii r lg free iiilrndr ianld for i lituiui tr ini Vsjlit,

i St ), 1 rlSeliuru i t ri lase No, 67,3.
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thu latest period for which statistics are available. The following allocations of
the tariff quota are set forth in the proclamation: Perreser
United States of Venezuela --.-----.------------.------------------- 71.9
Kingdom of the Netherlands (including its overseas territory) ----------- 20. 3
Repul)lie of Colombia ---------------.------------------------------ 4. 0
Other foreign countries ----. . ..-------------------------------------------- 3. 8

7'he dornestic petroleum industry and fMe Venezuelan trade agreement

Concession to Venezuela on petroleum--By the terms of the trade agreement
concluded with Venezucla, effective December 16, 1939, the import excise tax on
crude petroleum, topped crude, and fuel oil was reduced from one-half cent to
one-fourth cent per gallon, equivalent to 103.i cents per barrel. In order to safe-
guard the domestic petroleum industry the quantity of crude petroleum, topped
crude, and fuel oil which may enter the United States at the reduced rate may
not exceed 5 percent of the total quantity of crude petroleum processed in re-
fineries in the continental United States during the preceding calendar year, as
ascertained by the Secretary of the Interior. This 5-percent annual quota estab-
lished by the trade agreement is apl)proximately equal to the ratio between imports
and domestic production of these oils following the levying in 1032 of the one-half-
cent-per-gallon excise tax and the present time. All imports in excess of the
established annual quota are subject to the full one-lhalf-cent-per-gallon excise tax.

The concession on petroleum granted to Venezuela constitutes the most hi-
portant consideration granted to that country. United States imports from Vene-
zuela consist chiefly of crude petroleum, topped crude, and fuel oil. On the other
hand, Venezuela granted concessions benefiting American farm and factory
products which made up 36 percent of our total exports to Venezuela in 1938.

Among the more important American products on which reductions in duty
were obtained by the United States are cigarettes, lumber, furniture, and fresh
and canned fruits.

Imports of crude petroleum, topped crude, and fuel oil are small in comparison
with domestic production and exports. The total quantity of imports in 1938 of
taxable crude and fuel oil amounted to 29,700,000 barrels compared with exports
of 121,100,000 barrels and domestic production of 1,660,000,000 barrels. This
does not include 22,500,000 barrels exempt from excise tax used for supplies of
ships in foreign trade, and entered in bond for refining and reexport. In other
words, United States imports of these oils constituted, only 2 percent of total
domestic production for 1938. Oms the export side, shipments of these same oils
to foreign countries during 1038 constituted 7 percent of dlomestie production
and were more than 300 percent greater than imports.

Petroleum industry benefits from trade agreeents-It is signifieat to note that
whereas a conession onl petroleum has been granted in only 1 agreoment-the
moderate reduction in the excise tax which was granted to Venezuela,-concesslons
expanding opportunities ii foreign markets in which our domestic petroleum
industry can sell its products have been obtained in 12 agreements. Five coun-
tries reduced the duties on petroleum products, 4 countries bound the rate of
dity against increase, 2 countries bound petroleum products on time free list, and
I country bound the rate of ditty and increased the quota. Examples of the
various petroleum products affected by more favorable export opportunities
obtained through trade agreements are gasoline, lubricating oil, petroleum residues
for heating, benzine and benzol, lubricating greases, kerosene, amd various
petroleumn oils and greases.

Switzerland granted a concession oit petroleum residues for heating purposes,
benzine and benzol for motors. Swiss imports of these products from the United
States increased, respectively, between 1935, the preagreement year, and 1938
front $35,000 to $1,361,000;'from $1,039,000 to $2,077,000. Sweden granted a
concession on gasoline and that country increased its imports of gasoline between
1034, the preagreement year, and 1938 from $3,051,000 to $7,071,000. The
Netherlands guaranteed not to change the duty-free status of lebricating oil,
Its imports from time United States between the preagreement year 1935 and
1938 increased front $840,000 to $1,125,000. Canada, our most important foreign
market for petroleum products, reduced the dity on lubricating oils, engine distil-
latea, and gasoline. Imports from the United Stgtes by Canada of these products
increased respectively between the preagreement year 1935 and 1038 from
$2,605,000 to $3,122,00; from $7,000 to $71,000; from $1,501,000 to $5,219,000,

The petroleum industry's most important and profitable market is, of course,
time home market. There are certain benefits shared by the domestic petroleum
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industry derived from the trade-agreements program which,,tuglh. less tangible
are nevertheless real. Such benefits flow from an improved domestic market,
Imports and exports mean more work for all the people employed in trarrsporta-
tion: railroads, busses, trucks, ships, and in merchandising, stores, markets, in-
surance companies, as well as more work for the peoe)1 engaged in the manufacture
of the great variety of commodities that are bought and. sold. Such activity at
homo strengthens arid increases purchasing power all along the line and creates
ex paided markets at home for petroleum products.

Prices that our domestic petroleum industry has received for its products have
been highest during periods when foreign trade-imports and exports--has moved
in large volume. In such periods domestic industrial activity has been brisk and
in addition to higher prices, the petroleum industry has experienced greater
demands for its produrcts.2

CONCLUSION

1. 'fle present tariff disguised as an excise tax on imported crude petroleum
(heavy asphaltic) and fuel oil runs counter to national policy, and is passed oil to
the American consumer.

2. The import tax on crude oil which falls only on heavy asphaltic crude is
added to the cost and price of asphalt; the passed-on tax in the forri of increased
asphalt price is paid by the Federal Government, by States, counties, and cities
andthe State highway departments have been forced thereby and continue to be.
forced to materially decrease the mileage of improved, roads.

3. The tax on crude and fuel oil is passed oii to consumers, priniarily lifting the
cost of bunker fuel oil by more than the aniount of the tax and with the constantly
growing demand is creating a serious scarcity of this product along time Atlantic
coast to the detriment of the United States Navy and the American merchant
marine,

4. The existing tariff or excise tax on imported crude and fuel oil is in effect a
tax upon government itself.

The CHAIRMAN. I desire also to insert in the record a statement
submitted to the committee by Mr. J. D, Battle, executive secretary,
National Coal Association.

STATEMENT SUMITTED TO TilE SENATE FINANCE COMMITTEE, MArCt 4, 1040,
BY J. D. BATTLE, EXECUTIVE SECRETArtY, NATIONAL COAL AssOCIATION,
IN, Or'OSIrTON TO HousE JOINT I0sOL TXON 407

The bituminous coal industry, speaking through tho National Coal Association,
ol)poses the proposal to extend for a further term of years the delegation by the
Congress to the Execrrtive of authority to alter tariff rates and excise taxer on
imports through the device of so-called reciprocal trade agreements.

We believe that the original delegation of this authority by Congress was
most unwise, that the exercise of this authority by the executive branch of tle
Government has been in many instances detrimental, and that the expiration of
this authority this coming June, as was originally specified, would be a blessing.

We most respectively submit that to sanction the negotiation of international
trade agreements which alter tariffs and taxes and which become binding upon the
United States without any express approval of Congress or any ratification by the
Senate, as is tire constitutional requirement with respect to treaties between this
Government and any other government, violates both the letter and the spirit
of our form of representative constitutional Government,

The Interest and concern of the coal industry in the reciprocal trade-agreements
program and policy and the present proposal for its continuance is both general
and specific.

Our industry has a large stake in the future of this country arid its social and
ecnonic progress arid prosperity. Our industry supplies at least half the Nation's
fuel and energy requirements, an indispensable half. Our industry is the largest
employer of labor In the United States except for the railroads. More than half
a million men are directly dependent upon coal mining for their livelihood and at
least' twice as many more are directly dependent. Our iridustry has a capital
Investment in excess of $3,000,000,000 and :an annal 'ash".tnr-ovsr'.it'-the
neighborhood of $1,000,000,000, arid in addition provides tire railroads with more
than a fifth of their freight revenues.

mu see Cong. Record, Feb, 23, 1040, p. 2m1, Extension of Renmarks o Hir, Johur . Rankin,
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So the owners and operators of coal mines and their army of elni)ioyees have
every reason to wish for better Iusiness and moro of it for all iiidustriea and
bHsiness in the United States. Thereby is our general interest in the ecollolic
md trade qvstions that are implicit il the resolutiol now before your committee.

We simply do not agree that this reciprocal trade agreement program to (late
has prove% a boon to United States industry and United States agriculture in
general, aid our industry knows from painful exierienc that ill l)iCific tIlIters
th pIraetical application of the plrograiln h.s been disappointing ald prejudicial.

Our indllstry 5 slleciic cInCerl with this pUrogram related to to( reeliproal
agreements hlich have evelltuated, c1e with till' I)ominion of ('alada ai(d the
other with ti' lel)ilic of Veleztuela.

United states producers of hitliflous coal have exported to (Canadta a sizable
tonlage for it great llany years, ranging from a high of 15,000,000 tons inl 1923 to
a low of 7,000,000 tons in 1932. (alda ihas always leen our )prileipal "foreign
market" for illited States coa1 Ex)ortS to Other conlitrie's hive ben relate ively
slight in the aggregate, seldom amomltillg to 1,0}00,000 tolls per year.

United States bittlninous coal to Canada is subject to 1111 imlqport duty (if 75
cen ts per toll, whereas English coal comes into Canad, miller it )referential rate
of 35 cents. Canada iii recent years has granted large sullvelltios to 1er own
producers of coal.

This situation presented a sIled'tid opportunity for till' recilroeal trade policy
.to prove itself its i1 mecCilanism for reducing trade barriers, ltit tile fact is that tile
agreement finally concluded with Canada left the 75-cent duty oIl United States
coal and1the Englisl preferential rate untouched, ad coltaied no word what-
ever collcerning silbventions.
The tagreemeltt did ildeed eliminate a 3-percent excise tax oil duty-paid value

which Canada had heretofore alplied to all imports and coal shard ill tiis"relief," which ill tile case of coal was of nmicroscoplic proportions.
It is also t i) lloted that since tile advent of tle walr Caada has 111s(1 8me

modifications ill her 11wl subveltiols to her owl c(oa I trolitcrs ill the Provilive
of Oitario, and our State I)eplrt1nent claims the credit for this and offers it as
alotrher evidence of the "ielllits" whielh have aecrue to United States coal
prodiiieers. The facts 11s to the silbl)cltiolis (o lot substantiate allNy sch claims.
The reciprocal trade agreelllent with Calada fro m the standlpoilit of coal turned

out to ie exceedingly smllall change, whereas the reciprocal trade agrenlellnt with
Venezuela was a real stab ill the back.

Coal alId foel oil are highly Compeititive. Imports of crude al fuel oil prill-
tipaily llrigillatilig ill Veezuela are laid down ill Atialltic coast al (ulf ports lt
prices below til competitive leacill of I lited States oil and coal. These oil
imports have illde a )ad matter worse from the standpoint of coal's comlpetitive

Congress, taking lcognizane(, of this situation ald ilerceiv iig tile obvious 1eed
of stellinlilg this inflow of Venezuelan oil as it means of protection to ir own oil
and Coal )rodUcers, impos)eB1d ill 1932 a11 excise tax of one-ialf cent per gallon on
imports of Crude alld fuel oil. Bills hilve holl pending ill the tIrescnt Colgress -.
and strongly adVlte d - 

to increase tile rate of this tax.
There is no valid argiient for the redttctiol of this tax. There is ll) excuse

for its reodtt loll, except tile excuse that it was tile oly Ineats at hand to bestow
a t(OOll upon Vellezilela.

Tile trade agreellet with Vellezuela cuts this excise tax ill half with respect
to oil imports, within all am1 quota limit whihell is fixed muchi higher ill total
amomitt than any imports of oil heretofore experienced.

Imports ill excess of this quota (if any) will take the half-cent per gallon rate
of the present law, aild the agreement covenants further against any ilerease in
our own present excise tax on oil imports, thereby iidertaking to forestall (so
long as tie agreement rellains in force) any action by Congress oil the present or
any future ill to increase this excise tax,

I) reality the benefit of this reduction in tile tax accrues to the American
coIpanics who control the importation of this Venezuielan oil, and it appears to
he going to result in subtracting $3,000,000 or moro annually from the 'I rcasury'5
tax revenues and adding this amount to the treasuries of tilt oil companies.
The reduction il tills excise tax oni imported oil which the Venezuelan agreement

proclaimed not only has cut off any prospect of vollof from the imliact of these oil
Imports upon col, bot tils action ill our view was clearly beyond the intended
scope of the antilority wl ich Congress ias delegated to the Executive. We
submit that Congress never intended or supposed that the reciprocal agreements
eoild or wolild conlpreiend ally alteration to excise imnport taxes.
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We respectfully urge, therefore, for the reasons hereinbefore set forth, that the
present resolution be rejected by this coiiniittce. We couple with this petition a
suppleientary plea that in the event the resolittioji be favorably reported to the
Senate, it be so amended as to exclude all excise taxes fronm the delegated authority,
and also that a provision be included requiring subinission to and ratification by
the Senate of any future reciprocal-trade agreements as a condition precedent to
their taking effect.

Rcispctfully sub i itteil.
NATIONAL ((OAL ASSOCIATION,
,J. 1), ]AIiE, EXcr liVC SCS'erlary.

STATEMENT OF W. L. MONRO, PRESIDENT OF THE AMERICAN
WINDOW GLASS CO., PITTSBURGH, PA,

Mr. NIONRO. Ir. Chairn anld geatlenion of the Senate Finance
Committee, I appear before yoUr conumittee representing the American
Window Glass Co., of Pittsburgh, Pa., of which I am presideJ)t, to
l)remient to you our views regarding tue further extension of the Recijp-
rocaI Trade Agreement Act which is now being considered by you.
At the outset 1 (1oom it best to advise you that. we are opposed to any
extension of that act as now fraened, for reasons which I will submit
to yeu.

TIJ CHAIRMAN. Did you oppose its enactment in 1934?
Mr. MoNi1o. I did. You gave me a hearing on that, Senator.
The CHAIRMAN. Yes; I thought so.
Mr. MONRO. You also gave 1n1 an assurance that I had nothing to

fear from the passage of the act.
The CIAIRMAN. Ill actuality, can you say that you were hurt?
Mr. MONRO. I think I will stow you that before I get through.
The CHAIRMAN. All right; l)roceed.
Mr. MoNuo. When the Belgian reciprocal trade agreement was

under consideration I appeared before the Committee for Reciprocity
Information on October 29, 1934, as president of and iii behalf of the
Window (1lass Manufact urers Association, which has since been dis-
solved. At that hearing I presentedi as concise and careful summary
as 1 iossible of the economic conditions which we thought justified our
contention that no further concession should be made in the rates of
duty Oil willow glass.

I pointed out that President Hoover, by procamation effective
.January 1, 1932, had reduced the rates of duty On1 cylindere, crown,and sheet glas" 25 percent below the rates of suceh duties in the

Tariff Act (f 1930. This reduction had been recommended by the
United States Tariff Commission ini a report to the President as being
necessary to eq.mlize the difference in the costs of production of the
domestic articles and the like or similar foreign articles when produced
in the principal competing country, which was found to be Belgium.
In my argument 1 pointed out many factors which justified our coil-
tention that since that proclamation had gone into effect the costs of
producing window glass in this country had very materially increased
in excess of any increase in the costs of producing window glass in
Belgium. Many details were furnished by me showing not only the
large increases in the rates of labor but also the large redluction in
the hours of labor that had taken place in this country since 1932.
Evidently the facts preset ted in that argument, showing hlow seriously
any further reduction in the rates of duty would affect the window
glass industry in this country, were sufficiently cogent to warrant a
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decision, by whatever authority has tle right to make those decisions,
not to make any change in the duty on window glass.

When tle Czechoslovakian reciprocal trade agreemlent waus being
considered I again appeared before the Committee for Reciprocal In-
formation ol October 25, 1937, on behalf of eight different window
glass manufacturers including, of course, the American Window Glass
Co. of which I was also then president. In my argument before that
committee I presented eertainl facts regarding the prod ution of
window glass by Czechoslovakia and showed that inques jonably the
costs of production in Czechoslovakia of window glass wore less' than
the costs of production in Belgium, 1 pointed out also that not-
withstanding the increased freight rates from Czechoslovakia to our
various ports of entry as compared with the rates from Belgium to
the sane ports of entry, Czechoslovakia was still able to undersell
Belgium in this country.

This, therefore, clearly showed that the cost of production of window
glass in this country was mnitch higher than the price at which Czecho-
slovakia was able to deliver its glass to our various ports of entry.
Accordingly, I argued that in view of the fact, that when the subject
of window glass was under consideration in the proposed Belgian
reciprocal trade agreement, that the facts did not warrant any change
in the there. existing rittes of duty; that, therefore, there was still less
justification for any change in the rates of duty in the reciprocal trade
agreement with Czechoslovakia.Nevertheless, in spite of the facts as presented showing the lower
costs of production in Czechoslovakia than in Belgium, the authority
which makes the decisions regarding these trade agreements decided
to further reduce the (uty on window glass 30 percent below the rates
then prevailing under a proclamation of President Hoover. Accord-Ingly, when the Czechoslovakian reciprocal trade agreement went into
effect the duty on window glass was 47Y( percent below the rates of
duty provided in the act of 1930.

Senator KiNa. Did Belgiun get the benefit of that reduction?
Mr. MONnO. Every country on the face of the globe got. it except

Germany.
In presenting the argument in connection with the hearing on tile

Czechoslovakian proposed agreement, I called the attention of the
Committee for Reciprocity Information to the fact that if their deci-
sion not to reduce the duty in the reciprocal trade agreement with
Belgium had been based on the large difference in the comparative
costs of production in the United States and Belgium, aid of the
consequent injury to the industry in this country, that a further
reduction than that provided in the Hoover proclamation would be
ruinous tc, the industry in view of the greatly increased lhbor costs
in this country, that there was no justification for any reduction in
the duty in the Czechoslovakian agreement if differences ii) cost of
production or injury to the window glass industry was to be coni-
sidered in the Czeelioslovakian agreement. As I said before, not-
withstanding these acts the duty was decreased 30 percent.

This lowered rate of duty took effect under the terms of that agree-
ment on the 16th day of April 1938, and remained in effect until it
was suspended by Presidential proclamation on the 22d (lay of April
1939, after Germany had absorbed Czechoslovakia and taken over
tie entire window glass industry of that country.
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'Ple action taken under the state of facts that hlad been presented,
furnishes a very strong reason why we object to the renewal of the
Reciprocal Trade Agreement Act. Tie act does not pretend to lay
(own any basis to determine on what grounds concessions in duties
may be made. It become,,; very obvious that differences in cost of
production of an article in the United States and those in comipetinig
foreign countries are not of any importance to the framer or framler, of
these acts. With the greatly increased costs of labor rates and the
shortened hours of labor in tile United States not comparable to the
rates paid and the hours worked in any foreign country, naturally a
producer in the United States must be greatly concerned if the tariff
protection on the articles lie produces is riot sufficient to equalize the
difference in cost of production. Carried to its natural conclusion
most industries in this country dependent on protection, could be
wiped out by tra(le-agreenient reductions in duties.

1 have not attempted to set forth all the reasons why we believe
that our industry was entitled to a continuation of the rates estab-
lished by the H oover proclamation, What I lave said should be
sufficient to make it clear why we do not understand how a concession
could have been justified on economic grounds. But the concession
was made, and to this day we do not know how it was justified. Under
the law we are not entitled to find out, and as you well know, we were
not entitled to an appeal front the decision of the negotiators.

In the report of the House Ways and Means Committee on the
renewal of the Reciprocal Trade Agreement Act, on page 7, it makes
a comparison of window glass imported in 1931 and 1937, and also
of domestic production in the same years. The report states, "In
other words, the domestic producers'in 1931 supplied 97.8 percent
of a poor market and in 1937 a smaller percent (94.9 percent) of a
much better market."

While there is somie discrepancy between the import figures used
in the report with the figures used in the data prepared by the statis-
tician of the window glass industry, who fixed the ratio percentage
of imports to industry shipments as 7.02 percent, which equals 92.98
percent of the industry shipments, the difference is of no great
significance.

I should like to call 'our attention, gentlemen, to the fact that the
increased importation 'cited in this majority report of the Ways and
Means Committee took place prior to the effective (late of the Czecho-
slovak trade agreement. Indeed, this sixfold increase in imports be-
tween 1931 and 1937 seemed to us to constitute a further justification
for our position that a reduction in duty was not warranted. Cer-
tainly it is ample evidence that the duty in existence at that time (lid
not deny foreign producers access to our shores and markets.

In the brief that we submitted in connection with the Czechoslovak
agreement, there was included a composite analysis of costs of produc-
tion and a composite sumniary of the yearly profit and loss for seven
companies in the industries. 'I quote from tle brief:

The production, of these coMPanieS represents approximately 75 percent of the
production of the industry, The striking feature of this record is the unprofit-
ableness of the industry for the years 1932--35, imiclusive, aid the literally infinitesi-
inal profit reported for 1936.

The CHAIRMAN. Let me ask you, Mr. Monro, when did the Czecho-
slovakian agreement go into effect?
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Mr. MoNno. The 16th of April 1938.
The CHAIRMAN. The imports in 1937 before te agreement-.
Mr. MoNIIo (interposing). They were about 790,000 boxes, coin-

puted Oil it. 50-foot single-strength basis.
The CHAIRMAN. I get them as $1,238,000.
Mr. NII oR. We com)ute Ihem in the industry on the basis of the

weight of the glass and reduce it all to a single strength basis so that
we ar comll)aring on the same basis.

The CHAIRMAN. I get it in 1937 in dollars as $1,238,000 of imports,
and lnder the Czechoslovakiait agreement in 1938 it was $653,000.
The Czeckoslovakian agreement now, of course, is suspended.

Mr. MONRO. In ou' figures, we have, the iml)orts in 58 1)0ounds to
the box units. In 1937 it was 794,066 boxes, or the, ratio of domestic
shipments was 7.02; while in 1938 they dropped to 409,604 boxes, or
4.96 percent.

May 1 call your attention to the fact that the domestic shipmenits
in 1937 aggregated 11,321,915 boxes, while in 1938 they dropped to
8,250,000 boxes, so that the imports do bear a certain relation to tie
general volume of business.

The CHAIRMAN. In 0 lie zeehoslovtkian agreement, there were
some rates reduced.

Mr. MoNIIO. All rates, Mr. Chairman, were reduced :30 percent
right straight down the line.

The CIRuM.x But still, those figures to whieh they were reduced
in the Czeihoslovakia agreement Were above tlhe rates fixed on glass
in 1922 in the Forducy-McCumber Act.

Mr. MoNrto. Slightly blow the For(dney-MCUmber Act, ,ir;
but they were 47}1 percent below the r ate fixed in the l1awly-Smoot
bill.

The CnAIRMAN. But in the Belgian agreement, were they fixed at
that mucl below the Smoot-Hawley Act?

Mr, MONRO. No change was made under the Belgian reciprocal
trade treaty in the ditty on window glass, because the industry 'had
taken a 25 percent reduction ulder the Ioover proelamation on the
rates provided in the Hawley-Smoot bill.

The CHAIRMAN. Does your orgallizatioln sell in competition with
Lihbey-Owens-Ford?

Mr. MONRO. Yes, sir.
The CIIAIRMAN. I notice ill a very recent news item that the

Libbey-Owens-Fiord people in their report, showed the highest quar..
terly profit in its history, $4,160,000, and I notice in the papei of
March 2, in speaking of reports on the glass industry, it says:

The seasonal dip in glass activity continued during the week according to thecurrent issue of the American Glass lBe\iew. '[le weatli'r experience iii so many
States this year has been a definite factor in curbing the demand for glass. How-
ever, shipments of glass for laminating purposes have increased along with the
rise in automobile plant activity. WNindow-glass producers still expect a big
production this year.

Mr. MoN to. There is the nub of your whole situation mi that.,
and you ask ine for an explanation?

The explanation Mr. Chairman, is this, that the profit was not
made in window ghiss. That profit was made in safety glass. For
your information, may I say that the Pittsburgh Plate GlI ass and the
Libbey-Owens market over 90 percent of all of the safety glass that
is used in this country. The Pittsburgh Plate sells every bit of
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safety glass that the Chrysler Motor Co. uses. The Libbey-OwensCo. sells every bit of safety glass and any other glass that the General

Motors Co. uses. The Ford Motor Co. makes its own safety glass
by buying the window glass in the open market, and you gentlemen
are imposed upon by the publication of those figures. So many
times we are asked to explam 'flow do you explain those large
profits?"

Well, they (o not have to separate their profits on the window glass
arid on tile plate glass and on safety glass.

Take Libboy-Owens, for example; they make different kinds of
boiling glass, and tile. The Pittsburgh Plate is also in the pro-
ductioD of window glass, plate glass, paints, chemicals, tile, and Il
sorts of products of that kind. So that it hits us poor ignoramuses
who can only make window glass rather hard to have to reconcile
our poor showing with those big profits of those Coml)anies, because
they are foxy enough to keel) up the price on safety glass to a very
profitable figure.

Mfy own company (toes uiiile sonie safety glass, but these big auto-
mobile companies *hIave been very hesitant about dealing with a
small fvetory.

The CHAIMNAN. Mr. Bigger, who is the head of the Libbey-Owens
people, takes a different viewpoint from you, doesn't lie?

Mr. M oNbO. I don't think so,The CHAIRMAN. Ile was a member of the advisory council with

reference to this nsetter, and be with a great number of others--
think thit is inl the record---said that these reciprocal-trade treaties
had bee6n a benefit and asked for a eontimition of them.

Mr. MoNno. I (1o not uiiele'stPInd that policy on the part of Mr.
Bigg'ers, becaIuse as the president of tire association n of Window Glass
Manufacturers, 1 wai authoirizel to present opposition to any change
at that time in the Belgian agreement, mid wh'len I presented the
arg'unent again st th recil)rocal trade treaties to (zechoslovak ia, the

libbey-Oweis-Ford Co. was also one of the eight companies that I
represented at that time. Maybe Mr. Bigger changed his mind
afteI le , ot into public life.

The (.xmIR.N. I d1oi't know about that, but I notice on page
172 of the Ifouse hearings that tire business advisory countil of the
Department of Comme ce to which he was appointed tincl lie was
the vice chailana, that John 1). Bigers, president of Libby-Owens-
Ford Glass Co. -- that is the gentleman, isn't it?

N4Mr. NIONO. Yes; 1 know him very well.
The ChrIuAMAN. He advocated that. Ile sAit lllloiig other things:
The council wishes to emaphasize the belief that the results of trade agreements

must he regarded in tir fight of their effect on our national economy as a wholo
and not solely fN the light of their effect on a given segment of the ildustries or
agriculture.

Mr. MoNo. Call you reconcile it that I was authorized to appear
il opposing the Czechoslovakian agreement on behalf of Mr. Biggers'
conpally, and the Pittsburgh Plate Glass Co., the American Window
Glass C0o,, and other companies? It may be that they are so big
that the right hand doesn't know what the left hand is doing.

Semator LAFOLLETTE. Did the dissolution of the association in the
industry have anything to do with your view with regard to reciproerd
trade agreements?
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Mr. MONRO, Not at all.
Senator GuFrrY. Has the glass industry ever advocated a lowering

of the tariff in any part of the industry?
Mr. MONnO. No, not that I know of, because our costs of proluc-

tion are all higher than in any other glass-producing country in the
world. 'he cost of our raw materials is a whole lot higher, and the
labor is imomparable, We are paving today (34 cents an hour for
common labor, while the last report of my engineer in Belgium, wh6
up until a few years lgo was general manager of the Belgian syndicate
p)lants, gave ine the rate of counnon labor at 14% cents per hour there.

Senator GUFFEY. Will you file here the record of the l)rofits of your
Company for the last 10 years?

Mr, MoNno. 1 have them here. I am not very prond of it.
Senator GurFEY. Haven't we improved the l)ro1iet in this country?
Mr. MONHo. Yes.
Senator GtrcvY. And if I remember rightly, I think the Amerieal

Window Glass Co. is making the best?
Mr. MONlio. It may interest you, gentlemen, to know that the

American Window Glass Co. introduced the first improvement in
the process of making window glass, and that was in 1903, when we
introduce[ a nelianical process of blowing window-glass cylinders
Formerly they were blown, as I understand, by haed for over 350
year , ant1 the average size which was blown was about 12 inches in
dianeter and about 7 feet, long. Sometimes we had what they (all
90-inch blowers, who could blow a narrow cylinder 90 inches long.
When the American Window Glars Co.'s process was at its height,
we were drawing cylinders that were 33 inches in diameter and 500
incles long, and one man would Inanipulate three or four, and some-
times five machines, himself. 'J'hat illustrates sonic of the trigress.

Since then-begniming about 1 927--since then the entire industry
throughout the world has changed. There is no more hand blowing
except here and there on t small furnace for a particular kind of
glass. All window glass made in the world to(lay, I am safe in mtk-
ing the statement, is made in what we call the sheet-drawn process.
There are three--the Libbey-Owens process, and they draw the glass
from the bath in sheet form to a height of about 3 feet, md then
bend it ovor a, roll and send it across ilattening tables of rollers and
right out through a long lehr 200 feet long. ,

In the Fourcault process, which we are using, aml which is in more
general use than the Libbey-Owens, because the Libbey-Owens is a
patented process and in the Fourcault process, the patents have ex-
pired, we draw a coutinous sheet from the bath of glass vertically,
and we cut the glass right off u l) above after passing through an
annealing oven, which of course is necessary, hit the height at which
we cut the glass off above the bath and still have the glass annealed
is only about 25 feet. ,

The Pittsburgh Plate Co. is using a similar process, but instead of
drawing their glass through a slot which we use to hold it out to the
required width, because if you draw without a slot the glass will pull
in toward the center, they invented a submerged floater which has the
effect of overcoming the surface tension Which causes the glass to pull
in to the center, and the Pittsburgh Plate draws from this submerged
floater, and thAir glass is cut off above the same as in the Fourcault
process. The Fourcault process is used in all of the countries of the
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world except a few furnmes---the JPilkington Bros. in lEn.la(Ii are
using in the majority of their furnaces on window glass the Pittsburgh
Plato process. There are a few others--I think France has one fur-
naeo using the Pit tsbturgh Plate process. I am not sure whether
Belgium has one furnace using tie Pittsburgh Plate process. Japan
also has one funace using the Libbey-Owens process. Germany has
a Libbey-Owens process, Belgium has a Libbey-Owens process, and
France lis it, Libliey-Owens J)rocess, and all the other factories are
using this Fourcault process. The Japs are using the Foureault, the
Libbey-Owons, and the PittsbiIigh process.

Senator GUFury. 1low did they get then?Mr. MoNno. TIhey¢ (il not need a license under the Fourcault, but

they made a deal with the Pittsburgh Plate Glass and Libbey-Owens
for a license.

Senator GUr'icv. Is there any cylinder glass blown at all, Mr.
Monro?

Mr. MONRo. No; excepting perhaps in Germany, where they blow
colored glass.

Senator CLARK. The Pittsburgh Co. and Libbey-Owens are building
up their own competitors, aren't they, by giving those licenses?

Mr. MoNio. They do not ship any glass over here. They protect
themselves by a!) agreement that none of the glass produced on their
machine will be shipped into the United States.

Senator l)Avm, You have given its the difference in the wages be-
tween Belgium and the United States. What is the difference in
wages between Japan ,itd the United States?

Mr. MON1o. Mr. Bigget's, W'1let1 lie returned from Japan a few
,eirs sigo, made the statement that the average I-ate of wages paid

in Japan in the glass industry was---and lie did not single out window
glass but lie took window glass and plate and made it just for the
glass industry--was 40 cents a day, which was lower tha the price
that we were paying by the hour.

Senator ])AvIs. You are Iaying 60 cents an hour?
Mr. IMONnO. W' are now payig 64 cents an hour since the 1st of

February. Prior to the 1st of February we wore paying 58 cents an
hour. At the time the Smoot-lawley bill was passed, we were paying
35 cents an hour.

Senator DAVIs. There is a great hiulaballoo around here tlat the
depression was caused by the Hawey-Smoot Act. Did the depression
in your industry begin with the passing of the Hawley-Smoot Act?

Mr. MoNno. The depression in the window-glass industry began
before the passage of the Iawley-Smoot Act.

The CwttARMAN. Has it kept up ever since?
Mr. MoNno. Not continuously, Senator, but it may interest you

to know that in 1931 the shipments of domestic glass wer 5,190,000
boxes; in 1932 it was 4,398,000 boxes; in 1933 it was 5,600,000 boxes;
in 1934 it was 7,954,000 boxes; in 1935 it was 9,197,000 boxes; in 1936
it was 9,736,000 boxes; in 1937 it was 11,321,000 boxes. You know,
there was a revival in business in 1937 and everybody thought that
we were going to pull ourselves out of the soup. it fell back again
in 1938 by the wilow glass dropping to 8,250,000 boxes. Again it
picked up',in 1939 and we reached the total of 11,285,000 boxes. Thmt
is the hisOry of the shipments of window glams followingthe Hawley-
Smoot bill.
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The Cii.mMkx. Are any of the American industries engaged in this
business interested in the foreign plants?

Mr. MoNRo. Except that the Libbey-Owens people, of course, are
interested in the royalties they get. I don't really know enough, Mr.
Chairman, I in unable to say whether they have stook interests or
not; I could not tell you. I would not like to go oil record as saying'
whether they hove or lie ve not.

The CHAIRMAN. YoIr plant has not?
Mr. MoN1o. No. WAe had our cylinder process under contract

for license and were receiving royalties from England at one tine, and
France, Germany," Spain, Portugal, italy, Austro-Hungarian Empire,
Russia, and Japan, but when the patents expired and the war came
on, they quit using it and went over to the flat Fourcault press.

The CHAIRMA.N. Did you appear before the Smnoot-Hawley comi-
mittee that was considerIng that tariff law?

Mr. MoNNRO. I did. Not before the Senate committee; I appeared
before. the House Ways and Means Committee at that time.

The Cmi~mm . l)id you advocate a higher rate than what was ilk
the law then?

Mr. MONRO. I mnty have done that, because you never get all that
you ask for as a rule.
The CHAIRMAN. l)id Senator Reod represent your viewpoint at

that tie oil this tariff riat on this glass?
Mr. MoNno. lie no doubt presented our side of the matter,
The CHAIRMAN. lie was in sym)amthy with it'?
Mr. MIONRO. He was in svNIpathy with it, I think.
The CHAIRM\N. If lie offered that schedule on the floor of the

Senate, it wias mo doubt after a conference with you?
Mr. MoNno. lie knew what was goiig on.
The CHAIRMAN. Are you a member of the American Tariff Board?
Mr. Momto. I am. president of the American Tariff League.
The CHAIRMAN. President of it?
Mr. MONno. Yes, president of it.
The CHAIRMAN. You did not agree with Mr. Hoover when (I

January (, 1932, lie reduced these rate, in the Snoot-Ihlawley tariff?
Mr. MONRO. We certainly didi not.
Te CHAIRMAN. All right.
'r. M'ONRO. I just want to remind the chairman1 that I was on a

committee who came down here to protest against the passage of this
Reciprocal Trade Agreement Act, anid we had a day set for hearing,
and I was here on that dlay. 'iut the day before, the Senate got un-
usually busy and passed the bill before we had our hearing, aid
I remember'you wore gracious enough to give us a hearing even after
th passage of the bill.

The CHAIRMAN. We were at least courteous, weren't we?
Mr. MoNito. You were, biut you did say one thing that you may

have forgotten. When I proceeded to point out how we were likely
to suffer from the passage of this act, you asked lie then, "s it not ,
fact, Mr. Monro, that your industry has just within a few years
received a 25-percent reduction under Presidential proclamation on
window-glass duties?" and I said, "Yes," and your comment waq
"i should not think that you would have very much to fear from any
more." You may not remember that,

The CHAIRMAN. I don't remember it, but I am sure if you talked to
me, you persuaded Inc to your viewl)oint tLaughter.]
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Setntor LA 'oLaxnr:. It wls a little late then, wasn't it, Mr.
Mi Nllro?

SeIutor (LARK. I)o you think that the country as a whole would be
better oil to just go back to the Snloot-Hawley bill?

Mr. MoNNo. 1 do Rot aIvocate ,lt.
Senator CLARK. What do you iV|U ocaeLO
N1r, MONlo, I advocate leaving things as tLey nre.
Senator' CLARK, That is the Smoot-Ilawley bill.
Mr, MONRo. Oh, no, it is not. It is 25 percent below the Smoot-

thawley bill. President loover c11110 along mid.-- a good ol epub-
liean---a d under the United States Taitvr (ommission recommending
a reduction of duty of 25 percent, he issued tile Presidential proclaxna-
tion.

Senator CLARK. You jUSt slid ia minutes ago that is what you
advocate.

MA'. M NUO. Oh, no. 1 beg your pardon. I said I did not advocate
going back to the Smoot-Jlawley, because we are not un(er Snioot-
Hawley. ,

Senator CJARK. I asked you what you did advocate, and you said
you advocated staying un der this 25-percent reduction.

Mr. MoNRo. Yes, I do, but along comes the Committee on Reci-
)ro('ity ani cuts 30 percent more off the 25-prcent reduction.

Senator CLARK. By what treaty is that?
Mr. MoNRo. III the Czechoslovaimi trenty.
Senator CLAtK. That is not, now in effect.
Mr. M oNmo. That wns sus)enlded because of Hitder going in there

11,(d making it a part of Germany, and it might interest you to know
that they disclha iged all of the engineers around these factories, and
some officials in Prague Iook over I'he m10anagement of all of those
factories, and they could not even get enough lumber to pack the glass
that they were producing. They were standing it out in the sheds,

Senator CLARK. You did not, kick on that?
Mr. IONlO. We did noatcare what went on in Czechoslovakia

when they co0l0 not get their glass over here.
Senator CLAiK. But in general, you think the country as a whole

would he better off to go hack to tke Smool-hawley?
Mr. MoNRo. Oh, no.
Senator CLARK. Not, in this particular industry, but in the country

us a whole? You are 1ls1) resident of the American IHigh Protective
Tariff League, and I am asking you your view in that capacity. Do
you think the country ought to go back to the Smoot-H-awley'bill, or
possibly, as you advocated down here during the hearings on the
Snmoot-Hawley bill, even hiking the rates up a little bit?

Mr. MONRO. I think you are asking me to commit myself too far
in regard to all industries, because improvements have taken Iplace in
industries which would make it inadvisable to let them have the
protection of the Sioot-hlawley bill.

Sector CLALK. Which ones?
Mr. MoNno. I don't 'know. I only take our own for an example -

Senator CLAK (interposing). Tim Prohibitive Tariff League
covers the whole country.

Mr. MoNno. We do not prohibit-
Senator CLARK (interposing). In your capacity as president, you

ought to be able to tell us the particular industries where you tlink
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the tariff is too high, because the Committee on Reciprocal Trade
Information ought to be glad to got your views on that.

Mr. MONRO. We have pointed out so much that I do not think
you read the reports we send.

Senator CLARK. 1 don't read yours, I am frank to say.
Senator DAVIS. Were you ever able to secure any information from

Government sources regarding the cost of production of window glass
in Belgium and Czechoslovakia or Japan?

Mr. MoNRo. The United States Tariff Commission nit(ie a survey
of the cost of production in Belgium prior to the recommendation (of
the 25-percent reduction in duty that they submitted to President
Hoover, but before the Czechoslovakian reciprocal trade agreement
was up, I wrote to the United States Tariff Commission and asked
if they would furnish me the latest information they had regarding
window-glass costs in Czechoslovakia, and thie advised me that they
lied nothing later tIan 1929. I submit that a Committee on Reciproc-
ity Information using such figures, a committee that is trading one
industry across the water, certainly ought to have had something
more than the costs in 1929 to base a finding on.

Senator DAvis. There has been a great difference in the cost of
production in America because wages have gone up in some of the
industries.

Senator CLARK. Since 1929?
Mr. MoNno. The wages have gone up.
Senator DAvis, Certainly since 1929. As 1 recall, I niet a number

of labor organizers and I recall their telling me that both the window
glass and plate glass have had increases in wages since 1929. 1 think
there was a big strike in that industry.

Mr. MONRO. Yes; that was in the latter part of 1936 and the earlv
part of 1937, and that was responsible for a considerable amount of
increased imports, because the automobile people lid been using
plate glass, and the Pittsburgh Plate got into some labor trouble, and
all of their factories, including their window-glass factories, were shut
down, and at little later the Libbey-Owens factories were also shut
down. The automobile companies that haid been using safety glass
made of plate glass had to immediately rush over to the window-glass
people and say, "Let us have window glass and make safety glass out
of it so as to keep our lines going," and that accounts for i unusual
consumption of window glass in the year 1937.

Now, you were asking about labor, and here I have a schedule.
I think the thing to do is to look at some of the ordinary workmen.
In Czechoslovakia, at the end of 1935, they were paying 17.37 cents
an hour for a gas producer operator. We were paying 64Y2 cents.
Belgium was paying 17.47. Then in December 1937, we wete paying
72.5 cents, and Belgium in September 1939, was paying 18.87.

Just you take some of the others. Take, for instance, our common
labor. Our common labor in the United States in the early spring of
1936 was drawing 50 cents an hour, and in December 1937 was draw-
ing 58 cents an hour, and now it is drawing 64 cents an-hour. You
can take it as a general principle, gentlemen, that when your couiton
labor goes up, the skilled labor goes up somewhat in the same propor-
tion, not as much, because I do not think common labor have until
recently ever received what they should have received, but when
common labor goes up, every skilled man expects a corresponding or
a substantial increase also.
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Senator GUFFEY, Is not skilled labor organized in your plants, and

has it not been for years?
Mr. MoNRo. Yes.
Senator (FuvicvE'. There are three or four unions in this country in

flat glass. Was coinmon laborr organized until recently?
Mr. NONi. Not until they started the C. 1. 0., was there any of

our so-called hot end organized. By the "hot end" I mean thu t part
of the operation which covers the melting of the raw materials and the
drawing of the glass aind turning out the glass to be cut into size.
That is what we call the hot end. We have the C. 1. O. in the hot end,
and we have the A, F. of Ls. cutting the glass, so we have to (leal with
two organizations.

Senator GUrrmFn',. You did not call it the hot end because they were
underpaid?

Mr. MONIno. No; it was because they worked in the heating end.
The CHAIMAN. Let me ask vo if you ever made a public state-

ment to this effect, in substance:
I will also stress the fact that ini carrying out the trade-agreement policy by

Mr, Hull, great credit should be given to the fact that there has been no stspicionm
of political influence regarding the reduction of duties on any of the articles placed
on the reciprocal trade list. I believe that everyouc who has had occasion
to contact the staff that makes up the schedules must admit that regardless of
whether we approve of the policy or not, the agreements were prepared solely
with a viewpoint of endeavoring to increase foreign trade with the least injury
to domestic production.

Mr. MoNnO. I think you are reading from my annual report of 1938.
The CHAIRMAN. I am.
Mr. MONRO. I made that statement, and I woulld be the last one,

to intimate that Mr. Htll was suscel)tible to any influeuce of any
politician or aniybodv interested in tile formation of his reciprocal-
trade agreements. 17 do not agree wi(i his theory, however, tipon
which lie is working.

The CHAIRMAN. Was there something else?
Mr. MoNnO. You interrupted me. I have not a. whole lot more,

but I wanted to call your attention-- -Senattor Guffey or Senator Davis
asked me about the earnings statement of the American Window
Glass Co.

Senator GUFFEY. Put it in the record if you want to. Let me see it,
and I will tell you whether or not it should go in.

Mr. MONRO. I might add( that those composite fiqlres show for
1936 a profit of less than one-half of I percent on the investment. I
should add that conditions (uriig this period were so severe that the
number of window-glass factories which survived were less than half
of those in operation in 1932. I would also emphasize to you, in view
of some of the arguments that have been made to this committee and
before the House, that imports of window glass displace domestic
production. There is no question as to the comparability or corn-
petitiveness of imports in this field. Every box of window glass that.
is imported and sold consists of merchandise that could be readily
produced by the domestic industry which has the capacity to produce
from eighteen'to tWenty million boxes of gloss per annumni, and which
at no time has been able to market a quantity in excess of twelve
million boxes. I should like to quote just once more from the brief



REt1IPROOATi TRADE, AGREEMENTS ACT

which we filed with the Committee for Reciprocity Information on
the occasion of the hearings on the Czechoslovakian agreement:

Labor displacement: On the basis 1,413 boxes produced per employee per year
the imports of 7 mnths of 1937 has deprived 480 men of emplloyment in the
domestic industry for an entire year, not giving any consideration to the loss of
employment of persons engaged in those industries supplying the raw materials
to the domestic industry and those engaged in the transportation of both the raw
and finished materials.

Such evidence to ts is ample justification for '(h' itiltenanco of
the existing rute of duty. Yet the duty was cut 30 tiercenl, In
view of action such as this, I do not see how you can expect an Ameri-
can industry, depeludent on protection, to have any confidence or
assurance as to the future.

There is one other feature of the trade-agreenient, procedure which
concerns my own industry to wfinch I would tso call your attention. In
the middle of August 1939 an announcement was m1ade of time in tentionl
to negotiate a revised trade agreement with Belgium. The list of
commodities that would be considered that was published at the time
of this announcement included window glass. Naturally, on the basis
of the action taken in the Czeclhoslovak agreement, the industry was
very apprehensive as to what might happen. Then along caine the
war. Despite the war and uncertainties which arose, hearings were
held on this proposed revision of the agreement at the end of Septei-
ber 1939. Gentlemen, these negotiations are still on the books, As
far as you or I aro concerned, there is absolutely nothing we could
(to to prevent the completion of these negotiations in the middle of
these troublesome and uncertain times. I will admit that I don't
expect the agreement to be concluded in the face of present conditions,
but I must confess that I also have a certain amount of misgivings
because of the definite refusal on the part of the trade agreement
negotiators to make a public announcement to the effect that these
negotiations are terminated. It seems to mae that if the negotiators
of the trade agreements were truly alert to their responsibilities and
were fully appreciative of the problems which confront domestic
manufacturers that they would long since have recognized the unfair-
hess of perpetuatilng tilei uncertainty which the present conditions
entail. I am not now so concerned about the effect of a concession
that iniglt be made today as long as Europe is in turmoil, but I do
believe that there is no reasonable basis for assuming that one can
make an agreement at the present tithe and incorporate ill that agree-
ment concessions which would be binding and operative at the period
of post-war readjustments which are to come.

It is, therefore, on the basis of our own ox perience that we oppose
the continuation of the present program with its wide discretionary
powers and lack of formula by which to safeguard established domestic
industries, . i

'ihe argument is advanced that these trade agreements contribute
to the cause of world peace. I would like to think that world peace
is really effected by trade between nations, but I ant unable to'bring
myself to that conclusion. That argument has been dinned in our
ears for the past 4$ years and yet thd nations of the world spet during
1938 onl war material the enormous sum of $16,000,000,000. More
over, the President has felt impelled by the imminence of danger of
war, as he states, to ask Congress for an emergency defense fund in-
volving $552,000,000. If this stun is voted before the end of the 1939
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fiscal year the total current defense budget will be $1,569,000,000.
The sum tentatively fixed as necessary for these purposes in the Budget
for the year 1940 is about $1,320,000,000. Does this show our con-
fidence in the efficacy of the trade-agreement policy? I would like to
believe that the world was coming to adopt the principle Of the
"might of right" but I can see no evidence of its deviating from the
principle of the "right of might." I".

Over 20 years have elapsed Since the termination of the war to end
wars and notwithstanding the growth of trade between the various
nations on the face of the globe we are confronted with another war
between the largest nations outside ourselves on the globe. China
was one of Japan's very large customers and yet China and Japan
are at war. Great Britain and France were two of Germany's
largest customers, and yet they are at war. From my studies of
history I am of the opinion that the state of trade between two nations
does not lesien the probabili t,Wrwltj'. " <$itve war to end wars has
been concluded the nati 9V.tf the0 world have d6Vct ped a nationalistic
policy. Each wishe46 be as independent as possible of any of its
surrounding count t4as. There lifs, tlherefore, 'sprung tO a desire to
absorb weaker Ios and tate advent' Af their regoui tma larger nation Tlis 1ust Jorjnero ed terM to., inerea, power,

increased )po ation, haS Wenl define by 4myitler as "le d'raum"
or "room to 4ve.'&k I gttrnot agree withbhbt arg tent in support of
a tradeagr qtment polkry, fstmve h that iantrope raee itter-
ness of cen tries crops out at t,4 .firs opl,* tunrty take ven ance
for some r¢ l or fancied wrong " niitted eweenti lies befor

I am at rm believyr in prep 'edzgss beintire onl prevent e of
war. Thqi"state of thdejras th#in W.4o Wit'tb4 n my op iil,
that is a yery weokaltruils4 argoA m~t 61 justify the continue tion
of the trad -agreemeit police .''' ,

While there are mnay other argumots -a4h *tt extension the
Trade Agrenent Actwvbih in my nuudshdtd jusfi f the ref al to
extend it, all these arguments havQ,'4 e presented t' thi co ,nittee

in various for' by others. I wih'jto spare thopittee ally. edless
waste of time c repetitions

To me, as th lead. of a Thanufactojtng company, ow d for the
most part by !ina nmdreds of small stockholders and NIose product
is lightly, comnpetiti with tie product of many Nign 'countries
produced by labor thaitis ly pai a pittance . i*at, our labor is
paid, whose laboi works leeo par44 4o b hburs, and whose

standards of living we would regaid. as criminally insufficient, the
outstanding fact that my company's interested in is what you propose
to do. Do you propose to adopt as a principle or continue the adoption
of the practice of practically ignoring the differences in the cost of
production between my hid ustry and similar industries in foreign
countries in the carrying out of a so-called reciprocal trade agreement
policy? If you propose to abandon the consideration of that measure
of protection, the' industry of which, my company is a part has no'
future. You will have deprived it of a place in the sun, an opportunity
to realize on the large investments, and you will bring great losses on
thousands of poor people who can ill afford to bear them. You will
ruin the value of an investment in the industry of some $40,000,000,
and deprive some 8,000 to 10,000 of the highestipaid class of workmen
of the means of earning an adequate livelihood. This effect will not
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be confined to the window glass industry alone, but to all other indus-
tries, whose profits have not been sufficient to allow the laying aside
of a surplus, which will permit them to exist, until the fallacy oi the
reciprocal trade agreement policy as a panacea for our domestic ills
has been demonstrated.

The CHAIRMAN. Are there any other questions?
Mr. MONRO. I thank you, gentlemen, for your consideration.
The CHAIRMAN. Do you want placed in the record the profits of

these corporations?
Senator GtJFEY. I do not think it is necessary.
Mr. Mo no. They show that during the war we made the bulk of

our earnings, and the tariff cut no ice on that.
The CHAIRMAN. We have several further witnesses on the calendar

for today. I understand that Mr. Arnold wants about 15 minutes,
and Mr. Thatcher, of Minnesota, desires a very few minutes, and then
we will take a recess and meet this afternoon in the District of Coluim-
bia room of the Capitol and finish with the other two witnesses.

STATEMENT OF JACK ARNOLD, CHAIRMAN, FARMERS' AND
STOCKMEN'S COMMITTEE, FAVORING SENATE RATIFICATION
OF TRADE TREATIES, BIRNEY, MONT,

Mr. ARNOLD. Mr. Chairman and gentlemen of the Finance Com-
mittee, my name is Jack Arnold. I reside at Birney, Mont., where I
conduct a cattle ranching business. I am president of the Montana
Stockgrowers Association, and I am also serving with the Farmers'
and Stockmen's Committee Favoring Senate Ratification of Trade
Treaties. With your consent, I am filing for the record a list of the
individuals who belong to this committee, together with their post
office addresses.

(The same is as follows:)
Arizona:

F. S. Boice, Sonolta.
A. C. Webb, Globe.

California:
Mark D. Anderson, Redlands.
D. R. Bailey, Sacramento.
G. 1. Benkendorf, Modesto.
John Curry, San Francisco.
A. M. Drury, Porterville.
C. W. Hibbert, Los Angeles.
H. C. McMahon, Marysville.
J. Sheldon Potter, San Francisco.
Hub Russell, Marieopa. "
Silas Sinton San Francisco.
George W. turn, Orland.
Charles C. Teague, Santa Paula.
Carlyle Thorpe, Los Angeles,
W. P. Wing, San Francisco.

Colorado:
Charles E. Collins, Kit Carson.
Frank Delaney, Glenwood Springs.
R. A. Maxfleld, LaPorte.
F. E. Mollin, Denver.
A. A. Smith, Sterling.

Connecticut:
Sherman K. Ives, Thomaston.
R. C. Mitchell. Southbary.

Florida: C. H. Walker, Bartow.
Hawaii: Alfred W. Carter, Honolulu.
Idaho:

A. R. Babcock, Moore.
Earl H. Brockman, Caldwell.
J. R. Brown, Caldwell.
Max D. Cohn, Arimo.
J. S. Feldhusen, Twin Falls.
W. L. Hendrix, Boise.
S. W. McClure, Hageriian.
John P. McIntyre, Jerome.
Roscoe C. Rich, Burley.
William A. Shuldberg, Preston,
Roy D. Smith, Jerome.
E. T. Taylor, Coeurdaleue.

Illinois: E. A. Eckert, Mascoutah.
Indiana:

C. R. George, Marion.
Carl. L. Hedges, Indianapolis.
Louis J. Ilouk, Fort Wayne.
Glen Morgan, Westville.
Herschel I). Newsom, Colutmbus.Iowa- ,Clyde W. Foster, Des Moine..

Fred P. Gernana, Volga City.
I. W. Reck, Sioux City.
C. M. Reeve, Keosauqua.
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Kansas:
I,. L. Barrier, Eureka.
Fred It. Cottrell, Irving.
Cal W. Floyd, Sedan.
Richard W. Robbins, Belvidere.
Albert Weaver, Bird City.

Kentucky: Harry Hartke, Covington.
Louisiana: Arthur L. Gayle, Lake

Charles.
Maine: H. E. Bryant, Presque Isle.
Massachusetts:

W. P. Davis, Boston.
A. W. Smith, Springfie-d.

Michigan:
W. G, Armstrong, Niles.
Eher Beamer, Lansing.
George J. Boutell, Detroit.
C. A Brodv Constantine.
N. P. Hull,; Lansing.

Minnesota:
John Brandt, Minneapolis.
N. K. Cares, South St. Paul.
J. B. Conley, Verudale.
Allen Hansont Carlton.
Tom Hicks, 'Iracy.
J. S. Jones, St. Paul.
A. J. Lashbrook, Northfield.
Arthur 0. Lee, Northfield,
W. S. Moscrip, Lake Ehno.
William 13. Pearson, Ogilvie.
F, J. Sheffield, Springfield.
Frank W. White, Marshall.

Missouri:
Wiliam Hirth, Columbia.
E. P. Mulligan, Kansas City.

Montana:
Jack Arnold, Birney.
George M. Mungas, Philipsburg.
Thomas A. Ross, Chinook.

Nebraska:
E. L. Burke, Genoa,
Henry P. Hansen, North Platte.
B. V. Holmes, Milburn.
Carl ,S. Horn, Hay Springs.
Otto Pfeiffer, Omaia.

Nevada: William B. Wright, Deeth.
New Mexico:

.1. L. Black, Deming.
A. 1). Brownfield, Florida.
Lee S. Evans, Albuquerque.
Hiuling Means, Silver City.

New York:
Harry Bull, Campbell Hall.
James S. Chaffee, Wassaic,
Raymond Cooper, Oswego.
G. Harold Cowles, Ashvilie.
Harold L. Creal, Homer.
Charles Downoy, Dryden.
Fred Dubois, New Paltz.
Raymond V. 0. Dubois New Paltz.
Mrs. Wentworth Fay, Malone,
W. W. Hawley, Batavia.
Lawrence Howard Kinderhook,
Herbert P. Khig, ithaca.
Leigh G. Kirkland, Ithaca.
Kent Leavitt, Millbrook.

New York-- Continued.
Mrs. Emma Malloy, Oxford.
Henry G. Marquart, Orchard Park.
Vera McCrea, New York City.
Otis Munu, Dryden.
Ralph C. Norton, Booneville.
T. Arthur Oliver, Chateaugay.
W. J. Rich, Salem.
Homer S. Rolfe, Ogdensburg.
Fred II. Sexauer, Auburn.
E. V. Underwood, Ithaca.
Edith P. Wagenblass, Warsaw.
Henry M. Wageublass, Warsaw.

North Dakota:
Matt Crowley Hebron.
Ole A. Flat, Grand Forks.
W. Guy, Amenia.
Angus Kennedy, Watford City.

Ohio:
Glenn Bingham, Farmadale.
B. B. Brumley, McComb.
W. W. Bullard, Andover.
Harvey M. Burnet, Waynesville.
C. F. Christian, Cleveland.
Porter Elliott, West Mansfield.
E. J. Ilaight, Medina.
Charles Howenstine, Hlcksville.
Jesse M. Huston, Youngstown.
F. G. Ketner, Columbus.
Homer P. Krabill, Canton.
C. IV. Lawrence, Dayton.
Victor U. Ligan, Kinsman.
M. R. Moomaw, Canton.
E. F. Noble, North Jackson.
R. 9. Smith, Cincinnati.
Loots J. Taber, Columbus.

Oklahoma:
Otto C. Barby, Beaver.
J. E. Fleming, Smithville.
A. W. Lucas, Oklahoma City.
M. E. Siebert, Chickasha.

Oregon:
0. A. Brown, Portland.
A. E. Engbretson, Astoria.
Ray W. Gill, Portland.
Carl Haberlach Tillanmook.
Robert Lister, Prineville.
James Mossle, Ukiah.
M. IV Pearson Halfway.
A. W. Peters, Hood River.
0. M. Plummer, Portland
W. G. Snyder Paisley.
R. A. Ward, tortland.

Pennsylvania:
0. H. Hoffman, Jr,, Philadelphia.
Miles Horst, Harrisburg.
Walter W. Maule, Kennett Square,

-Henry H. Marsh, Waterford.
George W. Slocum, Milton.
B. H. Welty, Waynesboro.
F. P. Willits, Concordville.

South Dakota:
J. B. Clarkson Buffalo.
Mert Fowler, Bellefourche.
James H. Lemmron, Lemmon.
J. J. Martin, Watertown.
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South Dakota--Continued.
J. 11. Nason, Spearfish.
It. G. Van Tobel, Verdon.
E. G. Wilkinson, Milesville.

Texas:
0. A. Danielson, El Paso.
.Joe Finley, Eneinal.
Fred A. Hobart, Canadian.
Frank 1(ell, Wichita Falls.
B, E. tallones, Houston.

Utah:
Herbert Beyers, Salt Lake City.
Clyde C. Ednmonds, Salt Lake City.
James A. Hooper, Salt Lake City.
I. H. Jacob, Salt Lake City.
William Rees, Woodruff,

Virginia:
George Irvine, Richmond.
D. , Shank, Iarrisonburg.
Frank S, Walker, Orange.

Washington:
Ira L. Baker, Enunmielw.
Otto V. Battles, Yakima.
M. M. Boney, Bellingham.
George Cooke, Ellensburg.
Robert Cowan, Seattle,
W. G. Grinmn, Everett.
John P. Helphrey, Curlew.

Washington--Continued.
W. J. Knutzen, Seattle.
L., 1, Perry, Yakimna.
R. L. l'icken, Tonasket.
E,. M. Sorensen, Chehalis.
It. S. Walt?, Seattlc.

\Wisconsin:
Charles Dineen, Milwaukee.
F. W. Huntzicker, Greenwood.
.). I. Kellogg, Superior.

C. .1. Uitland, Chippewa Falls.
1-. E. Thew, Madison.

W,\yoming

Norman W. Barlow, Cora.
,). Elner Brojk, Kaycee.
M. M. Cushing, Saruntoga.
Rodney M. (uthrie, NewcaAtIo.
luinct Hammomd, Co1ly.
Mauville I(endrick, Sheridan,
Oda Mason, Laramie.
Eugene Phelps, Pitchfork.
Reynold A. Seaverson, Rawlins.
Fred E. Warren, Cheyenne.
.1 Byron Wilson, McKinley.

l)istriet of Columbia:
Fred Brenekman, Washington.
Charles W. lohunaxi, Wa'hington.

Mr. ARNOLD, I 1U1 not here to C0iIftll of what has been done.
My fears, and I speak as t stockman, relate solely to what may be
done by able and conscientious departmental officials who lack a
practical knowledge of the cattle business and the effect that future
trade agreements may have on the cattle industry. Without reflect-
ing in iny way on the State Department tie cattlemen of Montana
and the West feel that through their Representatives in Congress they
should have a voice in reference to the al)roval of these treaties.

There are other countries which have large surpluses of cattle with
which trade agreements have not yet been made. I refer, of course,
primarily to Argentina and Uruguay. Either of these countries can
put canned beef competing with fresh meat into the United States
cheaper than it is possible to produce it in this country. In the
event that any future )rol)osed trade agreement with either of these
countries should make concessions with reference to the importation
of beef in any form, cattlement feel that they are entitled to the pro-
tection of an open hearing in the Selnate before the agreement becomes
effective. At a hearing, through their duly elected representatives,
they could voice their opposition to the proposal.

A requirement for Senate ratification for trade agreements would
assure the cttlemen of such a hearing before any action could be
taken which would hurt their industry. It is a measure of protection
to which we feel we are entitled.

I have with ine telegrams on this subject from each of the members
of the executive committee of the Montana Stockgrowers Association
which I would like to file with the committee.
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(The same are as follows:)
PHItlLIP5R8URO, MONT.,

February 7, 1940.
JAC;K ARNOLD,

Raleigh Hotel, Washington, 1). C.:
Trade agreements extremely injurious to livestock interests. Must insist on

Senate ratification in order to present our side for proper consideration in future
agreements, Have wired Montana Senators our views.

GEO GE M. MUNGAS.

LonoRRAss, MONT., February 28, 1940.
JACK ARNOLD,

Raleigh Hotel:
Favor Senate ratification on all reciprocal trade agreements.

II, 3. MILLER.

FIsHTAIL, MONT., February 28, 1,940.
J. N. AR NOLD,

Raleigh Hotel, Washington, D. C.:
In order that any business or industry seriously affected should receive its du

share of representation in the consideration of trade treaties, I am emphatically
in favor of ratification of all reciprocal trade treaties by the Senate.

RALPH W. SELKIRK.

DEERLODGE, MONT., February 28, 1940.
JACK ARNOLD,

Raleigh floel:
Reciprocal trade agreements without Senate ratification are the largest lia-

bility on the books of the livestock industry. Our primary markets should be
reserved for American-grown livestock and our industry should continue to be
protected from the threat of imported disease and consequent national disaster.

CON WARREN.

ACK AROLD, CHO'rTAu, MONT., February R9, 19.0.

Raleigh lHotel, llashinton, D. C.:
Further extension of so-called trade pacts will confiscate our Western ranches.

It is against all American basic law and tradition to have such unlimited po;or In
on man. No man should be made sole judge and jury to ruin one group of citizens
or one section of the country for the benefit of another. I am unconditionally
opposed to trade treaties made except through the approval of United States
Senate. If I can do anything to help you in your battle, wire ine.

C. K. MALONE.

Senator LoucE. Mr. Chairman, ]. desire to place in the record a
telegram I have received from Mr. Cartou I. Pieckett, president,
Plymouth Comty Farm Bureau, South I Hanson, Mass.

The CHAIRMAN. Without objection, th( telegram will be incor-
porated in the record.

No7TH IANSON, MASS., Alurch/, 1,940.
11ion. lTENtY CABOT LODGE, .Jr.,

U. S. Senate.:
('all your attention to resolution adopted unaunilousl, by delegates to annual

meeting mass Farm Bureau Federation last November: 'That the time has como
when we must insist that all reciprocal trade agreements be subject to Senate
confirmation with requirements for public bicarigs," To date record seems not
to show this. Request that you make this known at hearings now in progress.
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Farmers here must protect poultry and other crops and must also watch interests
of their markets such as purchasing power of shoe workers. We want trade
agreements in hands of men responsible to us for what they do.

CARLTON 1. PIECKETT,
President, Plymouth County Farm Bureau, South lHanson.

The CHAIRMAN. Mr. Thatcher.

STATEMENT OF M. W. THATCHER, ST. PAUL, MINN., CHAIRMAN,
LEGISLATIVE COMMITTEE NATIONAL FARMERS UNION; PRESI-
DENT, NATIONAL FEDERATION OF GRAIN COOPERATIVES

Mr. THATCHER. Mr. Chairman, speaking for the National Farmers
Union and the National Federation of Grain Cooperatives, we have a
very short statement for the record, one which I filed with the presi-
dent last month.

We support the philosophy of reciprocal-trade agreements as the
most, likely assurance to bring into national cooperation and peace,
but we insist that in the consummation of such agreements, necessary
safeguards must be employed to protect parity prices to domestic
agricultural products efficiently produced, and we are opposed to
logrolling and tariff legislation which has historically betrayed Ameri-
can agriculture.

Within the group of the National Farmers Union, we have some
cooperative business activities, particularly in the Dakotas, Montana,
and Wisconsin, and very, very large business operations, and this large
number of stockholders that we have in those business institutions
numbser approximately 70,000 farmers.

At their annual stockholders meeting in September at St. Paul, the
matter of the reciprocal trade agreements was brought up on the floor,
the resolutions committee having decided not to attempt to bring up
such a controversial question because of the lack of information and
knowledge that those people had of this very important subject.
Nevertheless, the matter was brought tip by a member on the floor at
our stockholders meeting, and finally after much debate, on a subject
that it might be they knew too little about, a resolution was adopted
asking for approval of these agreements by the Senate.

While it was not discussed on the convention floor, the strongest
proponents of such a proposed way of approving these treaties did
not understand that at the present time, as I believe, it would require
a two-thirds vote of the Senate to approve such treaties. They
thought that they were voting on a proposal that the Senate merely
by majority approve the treaties.

I understand that Senator O'Mahoney has an amendment which
provides for approval by the Senate like any ordinary piece of legisla-
tion.

Senator LA FOLLETTE. For congressional approval of both housess.
Mr. THATCHER. The matter of the whole Congress approval came

tip for consideration, and they thought that that was too unwieldy a
way of requiring approval of these treaties, and that we might likely
get back to what we term "logrolling" and from which we believe we
have suffered in the past with respect to legislation on tariffs, but I do
want to make the record clear that those who asked that resolution
for the approval of trade treaties by Senate ratification were a part
of the National Parmers Union and no part of the National Federation
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of Grain Cooperatives except in a limited way, who believe that these
treaties ought not to be left to a sole authority but that there ought
to be some protection thrown around the approval of these treaties,
on the theory that a sole authority ought not.-I guess I can almost
quote the expression of the present Secretary of State, ought not want
that authority, and that one day we might fid that sole authority
passing to someone in whom we had less confidence than in the present
Secretary of State.

We had a meeting recently of the National Federation of Grain
Cooperatives, and all of the directors of that association, and their
conclusion was that safeguards might well be provided by having
three or more departments which are governed by Cabinet officers
he parties to the approval of these trade agreements.

1 was amazed in connection with the proposed treaty with Argentina
to find what a tremendous task lies behind the preparation of such a
treaty, and the utter impossibility of farmers on the average having
an understanding of what finally is proposed and why. There were
15 volumes of records back of the proposed . treaty with Argentina.
We had an interest in that and filed a brief in opposition to it on only
one commodity, flaxseed.

In concluding my direct statement on this matter, we must, we
believe, have more responsibility in connection with the approval of
these treaties and proposed trade treaties. I think that the very
least in the matter of protection that we should have should be the
Department of Commerce and Agriculture as well as the State Depart-
ment.

Senator LA FOLLET'E. It is alleged here that those Departments
are now represented through their membership on these committees,
is it not?

Mr. THATCHER. I am sure that is true.
Senator LA FOLLETTE. Am I to understand that your proposal is

that the Secreiary of Commerce and the Secretary of Agriculture be
required to approve these treaties before they are submitted to the
President?

Mr. TIHATCHER. That is the minimum protection, and that then, in
addition to that, Senator La Follette, that there must be full protec-
tion, in all of these agricultural commodities to assure against a decline
in price below parity.

Senator LA FOLLETTE. Then am I to understand from that, that
you would like to have that written into this resolution?

Mr. THATCHER. That is correct.
Senator LA FOLLETTE. In other words, you are proposing an amend-

ment or limitation that no agricultural duties be proposed which
would result in domestic prices below parity?

Mr. THATCHER. No. 1 read exactly the text of what we had stated
for the record,

Senator LA FOLLETTE. I understood that was something you filed
with the President.

Mr. THATCHER. That is right, and I filed it here and reassert that
we insist that, in the coiisunmnation of such agreements, necessary
safeguards must be employed to protect parity prices for domestic
agricultural products efficiently produced.

Senator LA FOLLETTE. You do not fird in the present agreements
that those standards or that that safeguard has been followed?
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Mr. THA'rcMm. That is right.
Senator LA FOLLETTE. I simply Want to clear 111) the record.
Mr. THATCHER. I also want to nake the record clear that we have

great faith eventually in the purposes and the philosophy of the
reciprocal trade agreements as the most likely assurance to redevelop
our foreign commerce and bring back peace again in the world.

Senator LA FOLLETTE. I (o not want to delay the committee, but,
Mr. Thatcher, assuiling that peace comes andl the enormous wartime
production which has been stimulated in the belligerent nations has
to be converted over to peacetime production, is it your view that
these reciprocal trade-agreement powers will be utilized to a sufficient
extent so that the United States would absorb a substantial proportion
of the converted peacetime capacity?

Mr. THATCHIER. No; I have no such illusionits that at all,
Senator LA FOLLETTE, Have you made any study 01 the elect of

wartime control by the belligerent nations of their trade and its effect
upon American agriculture?

Mr. THATCHER. Quite a little bit, and for the moment the reciprocal
trade treaties, in our judgment, are of little value because of the )res-
ent conditions abroad and the sole authority which now governs the
countries with whom we have had, in the past, desirable foreign coin-
merce in agricultural products. We recognize what has happened to
our tobacco market, we recognize what has happened to our fruit
market. And, of course, experience with what has happened to our
wheat market, because we are very large handlers of wheat, the largest
in that business in the United States, and I know what has happened
to the wheat business, and we recognize that for the moment, and
maybe for the next several years, that we are up against a readjust-
ment of our economy and its relation to agriculture, that is going to
be more shocking, in our opinion, than anything we have had in the
last 10 years, particularly cotton. We have great interest in what is
going to happen there. We think that is the most dubious outlook
there is.

Senator LA FOLLErTE. 1)o you think that the Government should
not take some action to preveflt the impact of these war-time controls
on American agriculture?

Mr. ThA~rchE. I not only contend that they should, and I do it

vigorously now, but I have contended that they should have taken
more action with respect to agriculture than they have back through
the years. We have declaredd policies of Congress, but we lack the
me ans of ciirrying that policy to consummation.

We are striving for parity income in agriculture, andI we do not got
it, and with constantly decreasing export markets, the matter is going
to be worse in the future, and when the war is over we are going to
have, il o11i Judgment, very serious repercussions that are going to
put agriculture at a worse disadvantage than they have been up to
(late.

Senator LA FOLLi'TrTE. Lii other words, if we do not adopt vigorous
policies to protect American agriculture against the impact of wartime
controls of belligerents and other natips, and adopt a vigorous
policy after peace comes, the prospect for the American farmer is that
he is going to take another beating, is it not?

Mr. THATCHER. That is right, and that is why I am so vitally inter-
ested, as you know, in the matter that you and other Senators and
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Representatives in the House have ilitroduced in the Senate, the legis-
lation dealing with the farm home and agricultural credit to help to
entrench them in that home and preserve theta ini a home and on the
land so that at least they have a roof over their heads while they are
going lip against this impact, amd I wait to commend you very much
and say that I greatly aippreciate it.

The'CHAIRAMAN. If there is nothing further, the committee will
u(ljourn unil 2 o'clock in the l)istrict of Columbia Committee Room of
the Capitol.

(Whereupon, t( 12:10 p. m., a. recess was takcn until 2 o'clock of the
si1ne day, in time I)istrict of Colunbit Conmmittee room at the
Capitol.)

AFTERNOON SESSION

The hearing was resumed in the District of Columbia Committee
Room, the Capitol, at 2 p. nm,, pursuant to adjuormnent for the noon
recess.

STATEMENT OF CHARLES W. HOLMAN; REPRESENTING THE
NATIONAL COOPERATIVE MILK PRODUCERS' FEDERATION

Mr. H-JOLMAN. Mr. Chairman and gentlemen of the committee:
Our general position on the bill has been outlined in considerable

detail in the House hearings. I have today some new material which
was not presented in the House hearings, which I wish to present to
the committee, Before doing so, I would like to file two resolutions
of our organization passed in November 1939, bearing on the subject
matter before this committee.

The CHAIRMAN. Without objection, that may be filed.
(The same is as follows:)

I

RESOLUTION ADOPTED BY T1iE NATIONAL COOPERATIVE MILK PRODUCEzS'
FEDEIIATTON, Cac,(no, NovEi Ei 15, 16, AND 17, 1939

We believe that the present trade-agreement program of the Federal Govern-
ment, as administered by the Department of State, is detrimental to the welfare
of agriculture and particularly to the producers of dairy, livestock, and poultry
products. The so-called but misnamied reciprocal trade agreements are partle-
marly harmful to the economic interest of dairy farmers, and tile progressive

reduction of duties ci1 val-lotis imported dairy products threatens not only to
limit the opportunities for American farmers to find markets In the United States
but is setting a maximum possible rate of income for the average dairy farmer
far below time needs of such farmers if they arc to have anything that approaches
a rightful share of the national income.

It seifs char to everyone except the Secretary of State and his associates that
the prhies of dairy products donmstically produced can never be higher for any
length of time than the international prices plus our tariff wall; and rarely do the
domestic prices reach this maximm. We object to being traded down time river
for the benefit of a few large industries, such as the automotive and chemical
industries, in order to enable such industries to increase their exports a little bit.

We believe that the beelt way to approach prosperity is to increase tile farmers'
purchasing power instead of time present misguided method of trying to increase
the pumel'asing power of urban labor and reduce the possible income of agricul-
turists. The present disparity of purchasing power of the three groups iecessi-
tates thought being given first to the plight of agriculture; and no wiser way to
begin remedial action can be found than to establish and maintain a definite
Federal policy of preserving the domestic market for the domestic agricultural
producer.
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We insist that Congress, in its second session of the Seventy-sixth Congress,
repeal the Trade Agreement Act in view of the apparent further dislocation that
has resulted to agriculture under the provisions of this act as enforced by the
Department of State, aud that Congress, in repealing the act, direct th, Secretary
of State to serve note upon each country with which the United States ha's
entered into a trade agreement, notifying such contracting country that tie out-
standing agreement will be terminated upon the expiration of 6 months from tie
date of giving such notice.

In event of a failure to repeal the act or in event of the extension of its provi-
sions after its termination date in June 1940, we recommend that provisions for
Senate ratification and opportunity for court review be incorporated in the
text of the act.

II

RESOLUTION ADOPTED BY THE NATIONAL COOPERATIVE MxLC PRODUiRs'

FEDERATION

At the last anni,?.l convention of the federation held in Chicago, November
15, 16, and 17, 1939, the following resolution was passed with respect to the con-
tinuation or operation of the Trade Agreement Act of June 12, 1934:

We urge the Congress of the United States immediately to enact legislation
prohibiting the importation of any dairy products from countries which do not
have cattle disease-control programs in effect equal to the standards set up for
domestic producers by the Bureau of Animal Industry of the United States De-
partment of Agriculture.

Mr. HOLMAN. As will be seen, that resolution first asks for the repeal
of the act. Then, assuming that such action might not be possible,
it authorizes the officers to seek Senate ratification as a minimum of
congressional supervision over tho operations of the Executive in this
respect. Before the conclusion of my testimony I will file with the
committee two suggested amendments to the act, one bearing out
our conception of congressional supervision, the otber bearing on a
way by which citizens can once more get into the courts to test the
constitutional, lity of the act,

Senator VANDENBRG. Before you go into your argument, will you
indicate for the record the nature and extent of the National Coopera-
tive Milk Producers' Federation?

Mr. HOLMAN. The organization consists of 60 affiliated groups, all
farmer-owned and farmer-controlled, representing about 350,000 dairy
farm families, residing in 41 States, of whom approximately one-half
belongs to tie cooperative associations that supply the fluid milk
markets of an interstate character, such as Boston, New York,
Philadelphia, St. Louis, Chicago, and Detroit, The remainder are
primarily interested in shipping taeir butterfat to creameries, their
,own creameries in most cases, and supplying milk to cheese factories
and to evaporating plants. These groups own almost a thousand
plants scattered over the country from coast to coast.

Senator VANDENBERG. Is there any particular section of the county
which is predominantly represented by your group?

Mr. IOLMAN. I don't know that I could say that, except north
of the Ohio River. We are in almost every important milkshed in
the United States north of the Ohio River. We have a heavy mem-
bership in Michigan, in New York Stat,, in New England, in tie
intermountain territory, and the Coast States.

Senator VANDENBERG. Would Wisconsin be one of your heavy
States?

Mr. HOLMAN. Not as heavy as Minnesota. In Minnesota we have
from 65,000 to 75,000 farm families. I have never estimated the
number in Wisconsin, but there are probably 10,000 farm families
belonging to affiliated units,
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Senator DtvIS. Do you have any in Pennsylvania?
Mr. HOLMAN. Yes, sir; we have the Interstate Milk Producers'

Cooperative, supplying practically three-quarters of the milk con-
stuned in the P1iladelphia milkshcd, and we have the Dairymen's
Cooperative Sales Association supplying most of Pittsburgh's milk.
Also we have Dairymen's League members in the northern counties.
In New York, the Dairymen's League Cooperative Association SIp-
p lis about 30 percent of the total consumption of the city, and a
higher percentage in many of the up-State New York regions. For
the District of Colmbia, we have the Maryland-Virginia Milk
Producers' Association, which supplies about 80 percent of the supply.

As I was saying, we are approaching this problem not from the
viewpoint of agriculture or the dairy interests, but as citizens in-
terested in ft form of legislative procedure; and our people are deeply
interested in that particular question. If the operation of this trade-
agreements program over a period of years should bring great ma-
teial prosperity to our people, we would still feel that the method
by which it is being accomplished is a deviation from the constitu-
tional procss. On that, I hope to have the permission of the com-
inittee at a later point in the hearing to file a legal brief prepared by
our counsel sustaining the two amendments which we are going to
file.

Now looking toward that an being considerably confused myself
over the conflicting statements that have been issued by parties pro
and con on the relative merits and demerits and-accomplishments of
the trade-agreements program since it was inaugurated in i 934, about
a month ago I put a staff of about 16 men to work, 8 in the daytime
and 8 in the night, to make what I believe is an approach toward the
first serious appraisal of this program that has ever been made. We
are not through with the study, but we have reached up to about 3
o'clock this morning some very interesting conclusions which we
believe to be reasonably accurate. The method we used is open to
anyone who wishes to examine it. The material is in my office, the
basic material, ready to check, and the tables which I am going to
file after commenting upon them contain references to source ma-
terial, and we believe that within reason, allowing for somelmechan-
ical errors which might come in the adding machines and the ear,
that we are fairly close to the mark.

fhe first table to which I wish to call your attention is called table I.
It is a table in which we have taken every item that has had any
type of concession made upon it, either by the United States Govern-

ent or by the other contracting nations. I think that probably it
covers close to 3,000 items.

We felt that, to begin with, the broad figures of trade with these
nations is not by any means conclusive, because, after all, unless all
of the trade were made subject to concessions one would not particu-
larly be justified in saying that that part of the unconcessioned trade
was affected by the concessioned trade. So we have just taken the
actual trading basis which the Department of State used and which
the other nations used.

Senator KINo. As I understand it, these tables indicate the total
exports, notQonfined to the products of your organization?

Mr. IIOLMAN. This is the total exports of the Nation. I am not
discussing dairy products at all at the present time.
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The first column is the total exports to 'the listed trade-agreement

countries.
Senator VANDENBERG, In 1938?
Mr. HOLMAN. In 1938. We tried to compare the 1938 trade with

1934, which we thought was a reasonably comparative year but we
found that the classifications had changed so much over tile years
that it is almost impossible to make definite comparisons for gain or
loss in that instance.

If the committee will note, our total exports to trade-agreement
countries in 1938 was $1,608,152,000; our total imports were
$807,395,000. The total duty concessions include concessions of
some type ranging from articles found on the free list, bound on the
dutiable list, bound internal taxes on foreign articles, and duty cuts.
We received those concessions amounting to $672,921,000 on our
exports to the trade-agreement countries. That was 41.8 percent of
our exports to those trade-agreement country's according to our figures.
We gave $613,726,000 in concessions to those countries, which was
76 percent of our imports from then, leaving us u) to that point on
the basis of a plus of $59,195,000. But since the United States has
made available to all other countries of the world these concessions
which wc make to the trade-agreeiment countries, we analyzed our
imports front all of those countries and have added them into the total.

Front the non-trade-agreement countries, which include also
the colonies of the three trade-agreement countries--we have not
reached the point where we can segregate them--which have colonies
with which we allowed their colonies to be included, we imported
$1,036,785,000. Our imports on concessions a mounted to $641,263,000,
or 61.9 percent of the trade.

Senator VANDENBERG. flow do you get duty concessions in non-
trade-agreement countries?

Mr. HOLMAN. Because we generalize the concession to the non-
trade-agreement countries to enter. We are entitled to that charge
against us.

Senator VANDENDERG. This is the operation of the most favored-
nation clause?

Mr. HOLMAN. It is the opposite of that, according to my judgment.
It is a generalization feature.

Senator VANDENuR(OE. Exactly. I agree with your language and I
withdraw mine.

Mr. HoeMAN. The total balance then of our trade on a concession
basis was $561,734,000 in red. We did not include Cuba in that
calculation, because Cuba is one country with which we have a
bilateral preferential trade agreement, but we have added Cuba to
the bottom of the list, and if you will note the very bottom line there,
it would not change the figure more than $52,000,000 even if we did
include that.

Table 2 is a special study of our industrial concessions both ways,
and, this was rather surprising to me when it came out, as will the
next, table be.

Our total exports of industrial (ol nodities in 1938 amounted to
$I1108,339,000. Our total imports' eniointed to $700,328,000--this
being with the trade-agreeinot countries--both of those columns.
Still, with respect to: the trade-agreement countries, our duty con-
cessions on exports, that is what they gave us, amounted to $323,-
333,000, or 29.2 percent of our trade with them. Our concessions to
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then ainounted to $396,787,000, or 56.7 percent of their trade wi-h
us, leaving us in the minus on the industrial side of the picture by
$73,454,000.

The CHAIRMAN. Do you include tin and rubber in those fiures?
Mr. H1OLMAN, In our office, we interpret rubber as industrial.
The CHAIRMAN. That is includedl in those figures then?
Mr. HOLMAN. The Department of Agriculture defines rubber as a

noncompetitive agricultural product, but we cannot see any particular
reason for in such a classification, so we have included rubber in this
table here.

The CHAIRMAN. Do you know the amount of rubber that was in-
ported?

Mr. IOLMAN. I think w have that here. Outr figures show imports
valued at $134,000,000.

The CIkittNrw. How much tin did we import in that year?
Mr. JIOLMAN. We have those figures in the office, but not at the

table with us.
The CHAIRAMAN, But that is included with the industrial importa-

tions?
Mr. HOLMAN. Yes, sir; the question of rttbber is largely a matter

of interpretation, at till events, whether it, is industrial oi agricultural.
If you take it out of tlis table, you have to add it to the. other one.

o il the total trade with the non-trade-agreement countrie- s, we were
in the minus $382,672,000, leaving leaving us a total minus in out world
trade of $439,419,000,

Senator VANDECNBERG. Mr. Holman, you generalized the benefits
we give to others, Do you generalize the benefits that we are pre-
sumed to get from others?

Mr. HOLMAN. There is no way that we know how to do that.
Senator VANDENBERG. I don't know either, but I was wondering if

you had found a way.
Mr. HOLMAN. We have not been able to determine what benefits we

got from anyone except the trade-agreement countries. Our con-
cessions amounted to 79 percent of our world imports.

Table 3 is a special study of concessions on agricultural products,
still based upon what this trade was in 3938. 1 might say in J)aren-
theses that we had to presume that the trade with the Ul'ited King-
com in 1939 would be approximately what it was in 1938, because at
the Cme that these figures were made available by commodities, there
were no figures on our trade with the United Kingdom by detail.
In other words, the United Kingdom agreement did not take effect
until January 1939, but we have reason to believe now that the
trade with the United Kingdom was approximately the same in 1939
as it was in 1938, so these figures are approximately correct. That
applies to all of these calculations.

Now, on agricultural concessions, we have takemi tbe total exports,
the total imports, the total duty concessions on exports, and only
used the total duty concessions on competitive imports. We can
see no particular reason in making this calculation on noncompetitive
agricultural imports. They belong almost in the industrial class.

Our exports to the trade-agreement countries in 1938 amounted to
$499,813,000. Our imports amounted to $107,067,000. Our duty
concessions received by us on exports to those countries amounted to
to $350,091,000, or 70 percent of our total exports.
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On competitive imports, we imported $74,727,000, which was 69.8
percent of our imports, leaving us with respect to the trade-agreement
countries on competitive agriculture, to the goodly $275,364,000 with
those countries. When you work into the picture the situation with
regard to non-trade-agreement countries, that favorable balance is
reduced to $138,604,000, or 56.7 percent of our total imports. That
was also surprising to us. We had expected from that the results of
these two tables would be reversed.

Senator KING. Then these tables indicate considerable advantage
to the United States in our dealings in agricultural commodities?

Mr. HOLMAN. At this point, let me explain that all the data I have
read to you refers simply to all types of concessions, With respect
to our concessions, it is the bound on the free list, the bound duty,
the bound internal tax, and the duty cuts.

I now come to what I conside: to be the most important of these
tables and the one that really tells the story. The next table is not
numbered, gentlemen. It is called duty reductions we received and
gave on all products in terms of 1938 trade. I will number it table
3-A. We are no longer on general concessions, but we are on duties
where this story is told. The reason I say that is this, that the ('o01-
cessions of binding character simply maintain the status quo either
of 1930 or of the point at which the internal taxes were levied, but
let us see what happened ol cuts in duties. On our exports, and 1
think we can eliminate the first two columns to save time---

Senator VANDENBR~G (interposing). These are all types of exports?
Mr. HOLMAN. Yes, sir.
Senator VANDENBERG. Agricultural and industrial?
Mr. LIOLMAN. Tile consolidation; yes. On all exports, our duty

reductions to the trade-agreement countries amounted to $232,036,000
in our trade, or 14.4 percent of our trade with them.

Senator VANDENnEnG. That is what we got?
Mr. HOLMAN. That is what we got. On the duty reductions on

imports from trade-agreement countries, we have concessions on
$169,573,000, or 21 percent of our imports from them, leaving us up
to that point with a favorable balance of $62,463,000 with those par-
ticular countries. Then that balance is increased by $4,874,000 if
you add in the trade-agreement colonies.

But what about the non-trade-agreement countries? We imported
from them $137,757,000 worth of products that took the concessions
that we gave, that is the duty reductions, leaving us with a total
minus of $70,420,000 on the 1938 trade. And if you add in Cuba,
which was the bilateral, you would still have a minus balance of
$32,126,000 on duties alone.

Senator VANDENBERG. That table still raises the same old point.
I suppose the rebuttal is that you have not been able t6 assess the
generalization benefits we got, if any.

Mr. HOLMAN. I would like to see somebody come before the coi-
mittee and prove that we got any. 'When they give 'is the data, we
will examine the data to determine whether it is correct.

Table 4 is the duty reductions we gave and received on agricultural
products. Our total exports of agricultural products, in column 1 to
the left, to the trade-agreement countries amounted to $499,813,000,
and our imports wet - $107,067,000. The duty reductions on our ex-
ports amounted to $62,587,000, or 12.5 percent of our exports to
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them. The duty reductions on our imports from them amounted to
$47,202,000, or 44.1 percent of our total imports of agricultural
products from them, still leaving us with a favorable trade balance to
this country of $15,385,000, to which you add $99,000 for trade from
the colonies. But our imports from the nonagreement countries
amounted to $57,753,000, or 21.2 percent imports from them, leaving
us with a minus balance on agricultural trade on dutiable commodities
of $42,269,000. Cuba does not particularly change that picture.

Senator VANDENBEIIG. Mr', Holnian, these tables would seem to
clearly prove that it is due to the generalization of the benefits that
we get our loss, is that correct?

Mr. IOLMAN. That is my present conclusion on the subject from
the study. We only completed it et 3 o'clock this morning, Senator,
hut we thought that there was something of real value in these tables.

Senator VANDENnERIG. I think they are tremendously valuable.
Mr. HOLMAN. Now, tale 5 is tle duty reductions we gave and

received on industrial products in terms of the 1938 trade. You will
note that we exported $1,108,339,000 to the trade-agreement coun-
tries. We imported (luring that same period. $700,328,000. On our
concessions, that is, our duty concessions, or duty reductions, we
exported $172,485,000, which is 15.6 percent of our total exports in
that class. We imported $138,829,000 on duty cuts, or 19.8 percent
of our total imports, leaving us at that point with a plus balance of
$33,656,000.

When you take into consideration the importation from the non-
trade-agreenment countries amounting to $286,234,000, it leaves us
with a Ininus balance on industrial dutiable articles of $39,039,000.

The next table 1 would simply like to file. It is a summary of
changes in balance of trade with trade-agreement an(l non-trade-agree-
nient countries, which will save my going over some material which I
presented more in detail.

The next table is table 8, which I have not had a chance to examine.
It is entitled "Value of United States agricultural exports and com-
petitive agricultural imports, 2 years before and 2 years after the trade
agreements."

Gentlemen, here is what we did. We took here only the trade-
agreement countries where the trade agreements had been in effect for
2 years, an(l then we took our total trade with those countries to get
the balance of trade for 2 years before, and then we compared that
with 2 years afterward,

Column 1 shows the date, the year in which the trade agreement
was made. This is all in terms of millions of dollars, and I will
simply read you the bottom totals,

On our agricultural exports we shipped them in the 2 years before,
154.5 millions of dollars worth of articles; in the 2 years afterward,
239 millions, leaving a plus balance of trade of 84.5 millions of dollars,
or 54.5 percent plus to the net; that is, there was an increase.

Senator JOHNSON. That is, 2 years previous to the agreement with
each separate nation?

Mr. HOLMAN. Yes sir; that is the composite of the nations.
Senator JOHNSON. The table following the country there, Switzer-

land, for instance, you began with Switzerland in 1936, and with
Belgium at the top of the page, 193f.
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Mr. HOLMAN. That is the time the trade agreement took effect,
but it only took the 2-year period, you see.

Senator JOHNSON. But you did not take the same 2-year period
for each nation?

Mr. IOr,MAN. They were the trade-agreement countries.
Senator JOHNSON. Individually?
Mr. HOLMAN. Yes, sir.
Senator JOHNSON. The 2-year period for Belgium was different

from the 2-year period for Switzerland?
Mr. HOLMAN. That is correct. We had to do that in order to get

a 2-year period.
Senator JOHNSON. That is the way I understood it.
Mr. HOLMAN. This is simply 2 years before and 2 years after with

respect to the particular country involved, but the total is averaged.
The CHAIRMAN. The Belgian agreement was made in 1937, was it

not?
Mr. HOLMAN. 1935.
The CHAIRMAN. You have 1935 here, and I was just trying to

follow you on that 2-year period proposition. Was it 1935 we made
the Belgian agreement?

Mr. IOI JAN. That is my understanding.
The CHAIRMAN. Then I do not understand exactly the question

that Senator Johnson asked you and the explanation of it.
Senator JOHNSON. It varies with each country.
Mr. HOLMAN. The point involved is how to get at the comparisons

of the years. If the Belgium agreement was made in) 1935, we would
take the year, 1933 and 1934 and corapare it with 1936 and 1937.

The CHAIRMAN. In the case of CI, fot' instance, the trade agree-
ment was made in 1934, was it not?

Mr. HOLMAN. Yes, sir.
The CHAIRMAN. You would take 2 years before that, 1932 and 1933,

and compare it with 1934 and 1935?
Mr. HOLMAN, No; 1935 and 1936. You see the year in which the

trade agreement is made is not calculated, according to my under-
standing of the table.

Senator LA FOLLETTE. You took the 2 years before the year when
it was made and the 2 years afterwards?

Mr. HOLMAN. That is correct.
Senator LA FOLLETTE. You subtract 2 front the year the trade

agreement was made, and you add 2 to'the other?
Mr. HOLMAN. This is the average of the 2 years.
On agricultural competitive imports, the average was 190,500,000

before--roughly speaking--and 331,000,000 afterwards, a gain of
140,500,090, or a gain in percentage of 73.8 percent.

Senator GFrrY. What are the competitive imports from Cuba?
Mr. HOLMAN. This is the total.
Senator Gu'EY. What are they?
Senator VANDENBERO. DO you mean in items?
Senator GUFFEY. Yes; what is included? Tobacco or stigar, or

what?
Mr. HOLMAN. It would include sugar, 'and it would include tobacco.

I do not have the schedule of the items we used, but I will be glad to
furnish them to the committee.

Senator GUFFEY. I would like to see that.
(Information requested follows:)
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Agrieultural exports and imports with Cuba for the 2-year period following the year

the trade agreement was signed (19,94)

1935 1936

Agricultural competitive Imports froi Cubwa
M eat products-.............................................................. 9,396 2,357
Butter ...................... ................................ 911,244 92,91
Cheese----- ...... .... ........-............ ................... . . 3 M 2 714
Hides and skins, raw .................................................... 131,93 43,816
Live anim als .. ............. ...................................----- 260 069
Bones, hoofs, alnt horns, unnanufactred .......................... ...... 42,933 39,863
O io stock . . ...... .............. ............. ........ -......... .... 2,778
Bieeswax-----------------------------------------------------118,077'Mfi 102,5t24
trains and preparatlols .-............... -..-..........-... ............... 17, 580 32,127
Vegetables and preps atloms ...................... 1......................... 1,277, 118 1,394,067
Fruits and preparations, ............................ ..................... 3, 718, 88 4,25, 972
Vegetable oil -.................... ................-............ -........... 9, 406
Cans sugar ..... 7 , 4 19....................... ..... 3............. ................ 70,0454 1 00 ,46 ,3 4
M olasses- -.... .. . ........... -....... ................... 984, 389 10,682,95H oney . . ............. ... ..... . ......................... 1 7............ 

Beeds.....--......... _--.......... ........................ ..........
Tree plants and cuttings ....... ....... . ......... ...... .._.. , 27 _
Tobacco, unmsnufactured ................................................. 9,68,6
Canned m ilk .......... ........... ........................... 30 69
'Tankage ........................... .............. . ......... 34,000 00,404
M alt ................. 0.... ............ ....... ............ .. . .. . 7, 22 .. . ..
Candy end confectionery...................................................-"- 7,847
Boverages- .......-............... .. .... -............... ...... I, 2 1,6093,626

Total------------------------------------------------102, 731,o758 1123, 100633

Average for both years ....... _........................... 114,410,140

Agricultural exprls ....-........................................................ 14,910,604 14, 780,964

Average for both years ........................... 1............................... 14,845,784
Not loss to United States......................... ....................... 9,70,362

Figures taken ramin Foreign Commerce ani Navigation of the United States published by U united Stales
Dopartment (t (onmerce.

Mr. HOL,\AN. In this ctise, we used the figures compiled from tile
United Stn es Department of Commerce Yearbook and the work
shee,.s of tlj United States Departmont of Agriculture. The elassifi-
cation of agricultural exports 1nd competitive agricultural exports is
the same as endorsed by the United States Department of Agriculture,

The CHI lMAN. As I ulerstantl you, then, in speaking of the com-
petitive imports of 100,500,000 in 2 years before the agreement, on
the average, for the 2 years afterwards it had increased to 331,000,000,
or 140,500,000 increase in imports; is that right?

Mr. IoLMAN. In imports. In other words, our imports increased
73.8 percent.

Senator VANDENBlERG. This table does not take into account the
generalization?

Mr. HOLMAN. No, sir.
Senator GUFFEY. And that 140,000,000 on agricultural imports, for

Cuba, is what I would like to get the details of.
Mr. IOLMAN. We will be glad to furnish that.
Now the last two columns, the excess of agricultural exports over

agricultural com petitive imports, in the 2 years before, it, was $36.-
000,000, and in the 2 years afterwards it was $92,000,000.

Senator KINo. That would show an increase .of our agricultural
exports?

Mr. HTOLMAN. Yes; and now table 9 is a similar study. If you will
consider the last 2 colunus, you will see that the excess of exports
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over imports in the first 2 years was $151,000,000, and in the 2-year
period afterwards it was $349,500,000.

It must be apparent, particularly from the thesis that I am advocat-
ing here, that the real measure of these trade agreements is to be found
in the duty reduction, first, that only a relatively small percentage of
our total trade with these countries and with the world has been covered
by the duty reductions.

The CHAIRMAN. And you say you used about 20 experts that you
had employed to compile these figures?

Mr. HOLMAN. About 16 statisticians were used.
The CHAIRMAN. They were experts?
Mr. HOLMAN. Well, they have had good training.
The CHAIRMAN. They had had the experience, you mean?
Mr. HOLMAN. Yes, sir.
The CHAIRMAN. And you think that they were thoroughly qualified

to get up this statement?
Mr. HOLMAN. I thought they were, and we had methods of checking

for accuracy.
The CHAIRMAN. Did you employ them?
Mr. HOLMAN. Yes. All of them worked under my personal super-

vision.
Senator JOHNSON. Who made the selection of these particular

nations? You have 13 nations.
Mr. HOLMAN. Which ones are you referring to?
Senator JOHNSON. For instance, table 8. How did you happen to

pick those particular 13 nations and not take all of the 22 nations?
Mr. HOLMAN. Because those were the only nations on which we

could get the 2-year period before and the 2 years after for comparison.
You see, the trade agreements are relatively new. They began in
1934, and I think the first one of any importance was Canada, which
took effect on the 1st of January 1936. Then there was Belgium,
1935, and so on; and so that, in order to get anything like a compari-
son, 2 years before and 2 years after, we found that the number of
nations naturally became more limited out of the 22. Even on Great
Britain, as I explained to the committee previously, these estimates
on trade with Great Britain are so far, largely estimates based upon
our trade in 1938, but most of the economists agree that the 1939
trade was approximately the same as the 1938. There may be some
differences.

I call your attention again to the fact that on duty reductions in
table 3-'A, on our exports, only 14.4 percent of our exports to the
trade-agreement countries was affected, and 21 percent of our imports
from those countries.

With respect to our total imports from the world, only 16.7 percent;
consequently this very greatly exploited program is not by any means
as great as we have all thought it was. Certainly trade agreements
affecting less than 15 percent of the total trade with the country can-
not be any great measure of our trade with them, and I assume, of
course, of the concessions where things are bound, are eliminated from
this picture.

The point then comes as to why has ouir trade with these countries
and the rest of the world increased? There are many reasons. We
all have our own ideas about that.

In that connection, I might say that the world depression started
in the foreign countries before we in America felt it, and just as it

688
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started ini foreign countries, when the world recovery began in foreign
countries, it proceeded with considerably more rapidity than it has in
America.

I have here a table, No. 10, which is the United States domestic
exports, industrial production, and wholesale commodity prices com-
pared 'with foreign countries.

This is taken from the 1940 Agricultural Outlook as to industrial
production and wholesale prices, and the exports are from the United
States Department of Agriculture.

This is on the index basis and takes the years 1923 to 1925 as the
unit of 100. On that basis, our 1929 index of production was 119, and
it dropped on down to a low of 64 in 1932, came on back to 105 in
1936, '-up to 10 in 1937, fell to 86 in 1938; and was estimated at 105
in 1939.

Senator KINo. Is that the retail or the wholesale price or the export
price?

Mr. HOLMAN. That is the index of total industrial production,
Senator LA FOLLETTE. Is that the Federal Reserve price index?
Mr. HOLMAN. The source is the Agricultural Outlook, 1940, indus-

trial production and wholesale prices, and the export is from the
United States Department of Agriculture.

The industrial production of foreign countries in 1929 was 135.6
against our 119. In 1930, it was 124 against our 96; in 1931, it was
110.6 against our 81; in 1932, it was 97 against our 64; in 1933, it was
107.2 against our 76; in 1934 it was 116.4 against our 79. In 1935, it
was 124.3 against our 90. in 1936 it was 132 against our 105. In
1937, it was 144.1 against our 110. In 1938 it was 141.1 against our
86. And, in 1939, the preliminary figures showed 160 for the foreign
countries against our 105.

Naturally, with production speeding up like that, we would expect
wholesale prices in foreign countries to have a somewhat better index
than in the United States. While this production was going on, our
index of exports fell from 115.3 in 1929 down to a low of 35.3 in 1932;
and rose to 73.8 in 1937, and then dropped back to 69.9 in 1939.

Let us now compare the index of wholesale prices in the United
States and in foreign countries. In 1929, we were 97.1 in foreign coun-
tries the index was 94.4. In 1932, we were 66.1 against foreign
countries 68. In 1933 we were 67.2 and they were 68,2. In 1934
we were 76.4 and they were 69. Then both index figures proceeded
fairly steadily up to where, in 1938 we were 80 on our index of whole-
sale 'prices and they were 86.5. That index in taken on the basis of
the prices, 1924 to 1929, inclusive as being equal to 100.

If to that picture is added our imports of gold, we may see some
explanation for our increase in trade. The United States currency
value of our gold that came in increased from $145,066,000 in 1929 up
to $3,574,151,000 in 1939.

Senator CONNALLY. That is cumulative, is it not? Not 1929.
Mr. HOLMAN. That is for the I year on' the basis of $35 an ounce.
Senator CONNALLY. You mean they brought in $3,000,000,000 of

gold last, year?
Mr. HOLMAN. That is my understanding.
Senator CONNALLY. That is your table. You are the one that is

testifying.
Senator KINo. The Russian mines have been very productive in

the past few years.
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Mr. HOLMAN. I am only presenting this for what it. is worth. I was
one of those who was very glad that the President devalued gold, but
computing freshly mined'gold imports at our old value of $20.67 per
ounce, we brought in $2,108,749,000, giving the foreign countries a
profit in our currency of $1,465,402,000. That is added purchasing
power for them from their sales of gold to us.

Senator CONNALLY. That does not follow at all. They depreciated
their currencies too.

Mr. HOLMAN. Some of them did.
Senator CONNALLY. They are not getting any gain out, of us just

because they brought gold in? You are going back to the value of
the gold before it was devalued and saying that they got all of that.
Meantime, they have devalued their currency much more radically
than we have. I (1o not think that is a fair assumption at all.

Mr. HOLMAN. Here I am not treating gold as money; I am treating
gold as a commodity such as cotton, tobacco, or oats. It is so many
ounces of gold that came in.

Senator VANDENBERG. That is the way we have to treat it pretty
nearly.

Mr. HOLMAN. But in terms of our money compared with tile olden
days.

Senator VANDENBERG. Then you should value it at the old value,
should you not?

Senator KING. He stated it was two billion at the old value.
Mr. HOLMAN. $2,103,000,030.
Our domestic exports are also interesting, as shown on the table

No. 11, entitled "United States exports of domestic merchandise
before and after deducting foreign countries' profit from the United
States gold-buying program." The net gold imports in terms of our
now currency amounted to $3,123,869,000. It is clear that the
purchasing power of the foreign countries rose. And it is also clear--

Senator CONNALLY (interposing). Let me ask you this: You say the
gold is overbalanced?

Mr. HOLMAN. Almost evenly balanced with our exports in 1939.
Senator CONNALLY. How are we going to export anything unless

it is either paid for in gold or in goods? So if we have the gold in here,
then we shut out that many imports of goods.

Mr. IOLMAN. I am not olbjecting to our taking it, the gold, and
I was very much for the deva uation.

Senator CONNALLY. I was, too. I was just objecting to some of the
implications of Your testimony.

Mr. HOLMAN. 1 am4 trying to account for just a few of the causes
of the rise in our import anT export trade.

My further point was that the trade-agreement program has )een
only a small factor in this, because of the relatively small percentage
of commodities which the import trade has had.

Just as Mr. Arnold said this morning, from the economic viewpoint
we are more conicerned with the possible future of the trade-agree-
ment program than with the present or the past.

The Department of State has gone around the list pretty well to
where if it makes any more agreement's of any importance, it will
have to go back nud make second and third and fourth trade agree-
ments with these other countries, and it will have to make them with
countries whose producers are.direct-ly competitive with producers
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in the United States, I refer to the now countries of the world, such
as the Argentine (possibly a second agreement with Brai I), New
Zealand, Australia, the South African British Coin "aweal th down
there, and so forth.

When we lre dealing in trade-agreement programs with agricultural
countries, if they trade with us at all on tihat basis, they insist upolnI
concessions oi 0111 competitive products. It is at that, point, that the
dairy farmers have a great, fear. It, is for the future.

Ihe cutting of the duly oni cheese in the two agreements with
Canada was partly offset by the great demand in England for Canadian
cheese, and will to another extent be offset, by tile countervailing
duties which have been levied by the Treasury within the last 20 (lays
of from I to 2 cens a pound on Canadian cheese because of the export
subsidy alhran1geient that has been placed into efect by the Canadian
Government.

Also, for years there has been a tendency for world prices to come
ill) toward the domestic prices of both cheese and bpntter, so that, at
the present time, up to the present tinie, we cannot say that we have
,4tflered greatly as to these prices.

Senator KING. You meinm with respect to cheese?
Mr. IHOLMAN. I mean with respect to cheese. We have, of course,

suffered to tile extent that. the exports have come in as a displacement
of our own products; but the way the situation is working out, Can-
ada and other countries are subsidizing their exports, and we are
subsidizing their exports to us. At the same time our Government is
subsidizing our producers to maintain prices artificially against the
heavy pressure of surplus stocks in this country.

Concluling the economic argument, let ine make this point. Dairy-
ing is not like a great many aigricultIi'al in(usnries such as cotton,
wheat, and tobacco. Dairying is still i. domestic industry. Dairying
is also subject to the London price, for at least one-liif of the d:iry
farmers' income. The dairy farmer's income is the price rate multi-
plied by the volume of his production. The ceiling on his price is
always the London price )lus the tariff plis th freight. That is the
maximum price that any dairy farmer can evel get for more than a
few days at a time on at last hlif of the total production of dlirying.

Assuiming that the tariff wall is dequite, it does not mean that. he
is always going to get, the London price put.s that, because lhe rarely
ever (es. Only ill timnos of scarcity (oes it co111 to tillf point, but
often the price will go up 3 or 4 or 5 cents above London, especially
in the winter time from November to March; on occasions lp to 10
cents, and on rare occati ons to almost ats mch as 13 cents V. pound.

In the future--of course we have no way to predict what will be
done except by what was done in the past a few years ago with the
same group--in our Government if the duty on butter in connection
with oiio of these trade agreements should be cut, we will say, down
to 8 cents. We have some reason to believe that they planned it-
at least I have good reason to believe that they discussed it within 'the
Interdepartmenmtal Committee, and they first iii that committee
proposed that it be cut from 14 to 12 cents, and then from 12 to 10,
an( then from 10 cents down to 8 cents, and of course I cannot give you
the sources, gentlemen, except confidentially, but then an Assistant
of the Secretary of State went out over the country and even ap-
proached some of my own people and asked them to lend their moral
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support to a trade agreement that would cut the duty down to 8
cents-but granting hun all sincerity and granting the Department
all sincerity in their belief, we would be in the position of having
lowered the ceiling on the possible maximum income for the dairy
farmers throughout the country, in the face of which we have rising
costs under the wage-and-hour legislation, and we have other fixed
costs that come in as a result of having to conform to increasing
rigidities in the economic structure.

Senator GUFFEY. What percentage of our dairy l)rodtLcts go into
milk and what percentage into butter?

Mr. HOLMAN. Our total farm production of milk is homething over
100,000,000,000 pounds. The latest figure on that which goes into
market consumption is that approximately 51,447,000,000 pounds of
whole milk is manufactured into butter or cheese or evaporated,
Thirty billion pounds is sold in the towns and cities as fluid milk and
cream. That comes from a little over 25,000,000 milk cows, and the
number of cows is up 2 percent on the 1st of January over last year,

Senator GuFFE. T'hat covers all the various States, I presume?
Mr. HOLMAN. Yes. Before the Ways and Means Committee, we

dealt at some length with the sanitary conventions, including not only
the Argentine convention which we fear, but also the inclusion of the
language from the Argentine convention in so many of these other
trade agreements. I will not take up the time of the committee on
that argument, except to say that our people believe that a convention
is practically in the same class as a treaty; and we feel that Congress
is more and more inhibited by the encroachment of the State Depart-
ment with respect to sanitary legislation. I do know that our attempt
to get a sanitary standard in has been bitterly opposed by the Secre-
tary of State.

Senator GuFFY. Have we a sanitary standard in the different States
and do they live up to them?

Mr. HOLMAN. We have sanitary milk-production standards, yes.
Senator GUFFEY. Do they live uir to them?
Mr. HOLMAN. They have to in order to get the milk sold.
Senator GuFFEY. They do not when they import milk into Penn-

sylvania.
MNr. HOLMAN. That would be the responsibility of the State.
Senator GUFFEY. You are speaking of the sanitary control of for-

eign countries, and we cannot do it in this country.
Mr. HOLMAN. The simple thing we were asking for was that they

be required to produce their milk from cows that had been tested for
tuberculosis. That standard prevails in every county in the United
States except 10 counties in California. We are practically free from
tuberculosis, and yet we allow the dairy products from foreign countries
to come in here without any sanitary standard at all.

Senator GUFFEY. Then you mean by the sanitary standards, the
tubercular test?

Mr. HOLMAN. Yes.
Senator VANDENBERG. Let me see if I understand what you meat.

by the language from the Argentine Sanitary Treaty which has never
been ratified. Did you say that some of the language from that
treaty found its way into other trade agreements?

Mr. HOLMAN. Yes, sir; it has.
Senator JOHNSON., It is in the, Canadian, agreement,
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Mr. HOLMAN. I have here a mimeograph of my testimony before

the Ways and Means Committee, which goes somewhat fully into
the extent to which that language is found.

Senator VANDENBERG. Suppose you file that as part of the record.
Mr. HOLMAN. With your consent, I will give it to the reporter

as an excerpt from my testimony there.
Senator VANDENBERG. I think it is very important.
Mr. HlOLMAN. It shows quite an extensive tendency on the part

of the State Department to do that particular thing.
Senator KING. Your contention is that that provision which the

State I)epartment insisted upon being incorporated in trade agree-
ments would lower the standard of the milk produced in the United
States or the standard which we attempt to follow?

Mr. HOLM AN. My contention is, first, that it may endanger the
public health; secondly, that it inhibits the liberty of the Congress
to establish such sanitary standards as it may deem fit for importa-
tions of products.

.Senator VANDENBERG. Thirdly, it might bear on the question of
whether or not these agreements are treaties. '

Mr. HOLMAN. I was answering the direct question of Senator King
on that point. We further claim that they are in subject matter
treaties rather than just merely trade agreements.

Senator JOHNSON. How much money does the United States expend
in promoting sanitary conditions in the dairy industry including their
dairy stock health program?

Mr. HOLMAN. In 21 years, as I recall, in which the tuberculosis
campaign has been in effect-I may be wrong now-I think it is
$260,000,000 that has been spent by the State and Federal Govern-
ments in eradicating or controlling tuberculosis, and we estimate that
an additional $100,000,000 is borne by the farmers as losses for which
there is no salvage.

Senator JOHNSON. Do you know how that compares with any
foreign government?

Mr. HOLMAN. As far as we know, very little is being done in an
organized way in foreign countries. We know that about 50 percent
of the cows in England, for example, have tuberculosis, and that
tuberculosis is very rampant all through the western European
nations. We do not think there is very much of it in New Zealand,
We know that there is a considerable amount of it in Canada.

Senator KING. There is not very much of it in the Scandinavian
states of Denmark, Norway, and Sweden.

Mr. HOLMAN. It is at a very low point there. A very considerable
percentage of it, we understand, exists in Switzerland. They do not
have the same types of efficient Bureaus of Animal Industry such as
we have in this country.

(The excerpt referred to is as follows):

GETTING AROUND SENATE APPROVAL OF SANITARY CONVENTIONS

In these sanitary conventions there is a standardized paragraph which is also
included in the proposed sanitary convention with the Government of Argentina.
This proposed convention was executed in 1935 but is still In the Committee on
Foreign Relations of the Senate.

The provisions of this convention with respect to disease-free territories or
zones sought to lift a quarantine imposed in 1927 by the United States Depart-
ment- of Agriculture against Importations of.,auimal products from, Argentina.
The quarantine was predicated on the prevalence of foot-nnd-mouth disease In
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that country. The effectiveness of the quarantine was sti'c-lgthened by the
passage of a provision in section 306 of the Tariff Act of 1930, This provision
prohibited the importation of cattle, sheep, swine, other domestic ruminants,
and fresh, chilled, or frozen beef, veal, pork, lamb or mutton, from a foreign
country found by the Secretary of Agriculture to be infested with the tinder-pest
or foot-and-mouth disease.

The real issue confronting American agriculture at that time was whether this
country should admit animal products coming in from territories or zones declared
to be free of disease when the country, of which it was a part, was found to be
infested. (Article III, U. R-Argentina Sanitary Convention--signed May 24,
1935.) The Argentina convention, in effect, would have emasculated the
congressional (Smoot-Ilawley) mandate.

While the 1935 sanitary convention has lain dormant these 3 years or more,
the officials of the Departmuent of State have been active. In nearly all, if not
all, of the trade agreements thus far executed, these officials have seen fit to
incorporate one or another form of sanitary convention. In at least three in-
stances, namely, in the ease of trade agreements executed with Brazil (effective
January 1, 1936), Colombia (effective May 20, 1936), and the Netherlands
(effectiVe May 8, 1937), this country has agreed not to impose additional sanitary
requirements without tbo consent of the other contracting government. It is
most singular that the pertinent articles of these agreements are copied verbatim
from Article V of the 1935 sanitary convention with Argentina. We quote this
identical language as follows:

"The Government of the United States of America or the Government
of * * * (Argentina), as the ease may be, will accord sympathetic cou-
sideration to such representations as the other Government may take regarding
the application of sanitary laws and regulations for the protection of human,
animal, or plant life.

"In the event that the Government of either of the contracting countries
makes representations to the Government of the other country in respees of the
application of any sanitary law or regulation for tile protection of human, animal,
or plant life, and if there is disagreement with respect thereto, a committee of
technical experts on which each contracting Government will be represented
shall, on the request of either Government, le established to consider the matter
and to submit recommendations to the two Governments.

"Whenever practicable each Government, before applying any new measure
of a sanitary character, will consult with the government of the other country with
a view to insuring that there will be as little injury to the commerce of the latter
country as may he consistent with the purpose of the proposed measure. The
provisions of this paragraph do not apply to actions affecting individual shipments
under sanitary measures already in effect or to actions based on pure food and
drug laws."

In other trade agreenmuts, illustrated by tile new Canadian agreement (pro-
visionally effective Jinuary 1, 1939), our Government agrees to submit the
question of the application of any sanitary law or regulation to a form of inter-
national arbitration whenever the other contracting government disagrees with
representations this country may make respecting the application of any sanitary
law or regulation for the protection of human, animal, or plant life.

In short, an array of international experts displace the Congress of the United
States in the matter of protecting the public health. Such a commission would
ho an excellent device to prevent, for several years, any action on the part of
our Government. It is equally significant that the language of this clause in
the trade agreements is lifted bodily from the Argentina Sanitary Convention.
Compare the following quottion of paragraphs 2 and 3, article XV of the Canadian
trade agreement vith the first two quoted paragraphs above taken from the
Argentina Convention of 1935:

"1. * * *
"2. Tie Government of ecch country will accord sympathetic consideration

to, and when requested will afford adequate opportunity for consultation regard-
Ing, such reresetntPirs as the other Government may make with respect to the
operation of customs laws and regulations, quantitative restrictions on imports
or the administration thereof, the observance of customs formalities, and the
apislication of sanitary laws and regulations fol' the protection of human, animal,
or plant health or life.

3. In the event that the government of either country makes representations
to the government of the other country in respect of the application of any sani-
tary law or regulation for the protection of human, animal, or plant health or
life, and if there is disagreement with respect thereto, a committee of technical
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experts on which each government will be represented shall, on the request of
either government, be established to consider tile matter and to submit recout-
mendations to the two governments "

A further question is raised concerning the incorporation of these sanitary con-
vention clauses in trade agreements-that of their application to cotuties other
than the contracting government, fi the negotiation of these trade contracts
it has been the established policy to give whatever concessions are inaule to every
other country except those which are deemed to discriminate against tile United
States. By tneotiattig a trade agreement with one country are all countries free
to disagree with rel)resentatiois of our Government concerning the application
of any sanita.y law or regulation? •

T'is coitinted ercroachnimet ott the prerogatives of Congress, the right and
duty to legislile fur the public health and welfare, has been bitterly protested by
the major farm organization, They are oil record in Irade-agreentenl. hearings
and elsewhere within the request that these conventions Is' deleted from the agree-
ments.

Sanitary conditions at home arid abroad fully ju.stify the Smoot-Ilawley
embargo. When 11. A. I. Order 353 (effective August 1, 1935) was issued by the
Secretary of Agriculture in accordance with the provisions of section 306a of the
Sroot-Hawlev Tariff Act of 1930, foot-and.mouth disease was found to exist in
practically all of the major cattle- and sheep-producing countries of tire world
with the exception of tile North American Continent and Australia. This is rio
less trite in 1939 as evidenced by B. A. I. Order 370 (effective June 16, 1939), and
tie amendment tif Jme 13, 1939, thereto. The contagious ard commuinicable
disease of rirderpest, or foot-and-motiith disease, having been found by tle
Secretary of Agriculture to exist in the following countries importations of cattle,
sheep, other domestic rutninants, swine, fresh, chilled and frozen beef, veal,
inutton, lamb, and pork from these countries are prohibited, viz, all cotrtries oit
the continent of Africa, Albania, Arabia, Argentina, Be:irm, Bolivia, Brazil,
Bulgaria, Ceylon, Chile, China, Chosen (Korea), Czechoslovakia, Danzig (Free
City), Denmark, Ecuador, Federated Malay States, France, Germany, Greece,
Hungary, India, Indochina, Iran (Persia), Jraq, Italy, Great Britain, Luxern-
hoirrg, Netherlands, Palestine, Paraguay, Peru, Philippine Islands, Poland,
Portugal, Rumania, Siam, Spain, Straits Settlements, Sweden, Switzerland,
Syria, Turkey, Union of Soviet Socialist Republics (lhRssia), Uruguay, Yugo-
slavia, the ishinds of the Malay Archipelago, and the various islands of tihe
Mediterranean.

The comparatively disease-free position of this country, reached after more
than 20 years joint effort by Federal and State Governments and at the expense of
millions of dollars arntally, justifies the eutbargo. Economic grounds, real or
potential, cannot supersede tile public health..

ttOIiNti WACK ItSALt5 LEGiSLATION

It irray be argued that the % ordiulg of the so-called satitary contventiots in the
trade agrecieits rioes not inhibit the Congress from ittactiig such ltws of a sani-
tary character governing imports as it ttay please. Let us oxanlire that argunienl.

Pursuant to action of previous national conventions, it 1937 the federation drew
tip a simple bill to provide that no )persons should import dairy Iproducts into the
United States unless such dairy protlucts had been produced from milk or cream
of animrials which were either free from tuberculosis or vhic were tinier official
test for that disease. This mroposecd draft was placed in tIre had)s of a member
of the Agricultural (Crmittee of the House who wrote bioth to the Secretary of
State and tire Secretary of Agriculture asking for art official opinion as to the policy
of the administration with respect to this proposed legislation. Official replies
were received from both tlie Secretary of State and the Secretary of Agriculture
in which opposition was expressed to this legislation Ii tire letter front the
Secretary of State specific reference is made by Mr. Ihll to the fact that legislation
of this character would be "contrary to tire established commercial policy of this
administration." Under the circumstances, would not tire President veto tire
proposed legislation, even if Cotgress should pass it?

In the course of 23 years, the Federal, State, and county governments have
expended more than $260,000,000 to control vovine tuberculosis. It is likely that
art additional $100,000,000 has been sustained by way of actual losses of producers
in the value of their animals above returns from indemnities and salvage disposal.
The Nation is now practically free from ti'is disease, its incidence having been
reduced to a minhntnm. It has been further established that the tubercular
bacilli will live it certain marrtfactued dairy products for many months. Under



RECIPROCAL TRADE AGIIIJEEMENTS ACT

such circumstances it seems b.i-onceivable to us that the administration would
oppose a law to require imported dairy products to come into this country on the
basis of the same standards of health protection that are now compulsory for
producers in the United States.

Our organization favors legislation requiring permits for both domestic inter-
state shipment and foreign importation of dairy products, such permits to be issued
on the basis of proof that the dairy products come from herds under official test
for bovine tuberculosis. We submit that the involvement of this Nation in
trade agreements containing these so-called sanitary conventions operates against
the health of all American citizens. Knowing that the State Department as at
present constituted will not freely abandon this policy, we feel that curative meas-
ures should be taken by the Congress to force it to do so.

Mr. HOLMAN. I now come to two amendments which we prO)ose
for the consideration of the committee.

Senator KING. By way of summation, the large number of dairy
organizations for which you have spoken today are opposed to th e
continuance of this treaty?

Mr. HOLMAN. Will you please repeat that?
Senator KING. I say, by way of summation, I infer from your

testimony that the organizations which you represent are opposed to
this bill before us?

Mr. HOLMAN. The organizations which comprise our federation met
in annual convention in Chicago November 15, 16, and 17, 1939, and
unanimously asked for its repeal; but, as I previously stated, the
convention gave the officers considerable liberty in interpreting the
legislative situation as we found it, but further instructed that Senate
ratification was the minimum. Acting upon that power, we are sug-
gesting to the committee one amendment which conceives of these
present trade agreements as being both revenue legislation and
treaties--as being "dual purpose animals," if you could use a dairy
term for it. If that is the case, then to make them legal, in the judg-
ment of our counsel, it would be necessary for the House and Senate
to pass the revenue phase of the agreement, and then for the Senate,
in addition, to ratify, by the usual two-thirds vote, that part of the
agreement which might be termed "a treaty." To that effect, we
have introduced this amendment, which further provides that this
revenue legislation and this treaty combined might be ratified in whole
or in part, or adopted in whole or in part. The language may not be
the best way to say it, but it expresses our thought.

(Following is the proposed amendment referred to by Mr. Holman:)

PROPOSED AMENDMENT TO TRADE AREEmENT ACT REnARDING CONGRESSIONAL,
RATIFICATION

Amend the Tariff Act of 1930, as amended, by adding at tie end of part III
(U. S. C., title 19, sees. 1351 to 1354, inclusive), the following:

"SIcTION 5. No foreign trade agreement hereafter entered into under tie au-
thority delegated to the President by section 350 of an Act entitled "An Act to
amend the Tariff Act of 1930," approved June 12, 1934, as amended. no amends-
tory or snpplemer.tary agreement hereafter entered into under such section, and
no duties and other import restrictions specified in a proclamation issued by tile
President to carry out any such foreign trade agreement or any such amendat6ry or
supplementary agreement hall take effect until any such agreement shall have
been ratified by the .SenntE ,ln th'p duties and other import restrictions'so specified
to carry out such agreom,ont shall have'been apprbv'h'by Cotiires ' Prdt ided,
That the Senate may ratify any such agreement and Congress may approve the
duties and other Import, restrictions so specified in part only; and that part of any
such agreement so ratified and such duties and other import restrictions so ap.
proved shall then become effective."
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Senator KING. Have you or your counsel sbibmitted a brief elabo-
rating those points?

Mr. HOLMAN. I have a brief here which we believe would be useful
to you, and I would like the privilege of offering it in the record, as it
represents a considerable amount of scholarly work.

Senator CONNALLY. I think it should be printed. Is it in the
House hearings?

Mr. HOLMAN. No. None of the material that I presented today
has ever been printed.

The CHAIRMAN. Without objection, the brief will be inserted.
(The same will boo found at the conclusion of Mr. Holnan's

testimony.)
Mr. TOLMAN. Now, I have a second amendment which has to do

with the restoration of the right of producers to go into court. The
Senators will recall that when the Tariff Act of 1930 was passed,
section 516 (b) spelled out a simple procedure by which any producer
could redress his wrongs first by going to the Treasuiy, we will say,
and finally the whole thing was spelled out in tbat section, and finally
getting into court. When this act was passed, 'specific reference was
made to section 516 (b) to the effect that that should not apply to any
actions under this act. The result is that we are denied a chance to
get into court on this matter, and I can tell you that if we could have
gotten into court, our own organization would probably by this time
have had it up to the Supreme Court for a test to'show really whether
it is an undue delegation of power. To that end, we are offering an
amendment designed to strike that language. It is very simple:

Amend the Tariff Act of 1930, as amended, by striking the words and figures
"sections 336 and 516 (b)" appearing in the second sentenced of section 2 (a) of an
act entitled "An act to amend the Tariff Act, of 1930," approved June 12, 1934,
as amended, and inserting in lieu thereof the following: sectionn 336".
We do not propose to take out the exemption under this present

law of the operations under the flexible tariff provision.
Senator KING. Suppose it is admitted that these trade agreements

are unconstitutional and not a proper delegation of authority. Has
it been the view of your organization and your counsel that there is
110 way of challenging the validity of the act; that you cannot get into
any Federal court directly or indirectly, or into the Supreme Court of
the United States?

Mr. HOLMAN. We have not been able to do so. There is a decision
here in the case of Fletcher versus the United States.

Senator CONNALLY. An importer could raise the issue, but they are
not importers. An importer could raise the issue, could lie not?
Mr. TOLMAN. I am not a lawyer, but here is the language from the

Fletcher case, Fletcher v. The United States (92 F. (2d), 713), decided
in November 1937:

In the Tariff Act of 1922, as a means of protecting American manufacturers,
producers or wholesalers, Congressi provided that they should have the right to
protest the assessment by the collector of a rate of duty which was believed to
he erro!ious. This, of course, included a rate which was regarded as being too
low. Definite provisions in section 516 (42 Stat, 970),ere made to'that effect.
In the Tariff Act of 1930, substantially the same provision as far as is material
here was reenacted. In 1934, Congress expressly withdrew the right of the so-
called American producer to protest in event of a rate having been fixed by virtue
of the so-called Reciprocal Trade Agreement Act. Obviously, by its express
aruendment of the 1930 act, it (did not intend that the producer could do indirectly
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what it dclied him tile right to do directly. If a producer, such as the appellant,
could make ali importation and accomplish the sanie pu'pose by protesting the
rate fixed Under the amended Tariff Act of 1930, the amen dment to the act would
amount to a nullity.

We have felt that we were shutt oil' by virtue of that decision.
This brief in support of our amendment has been written by Mr.

Charles W. Wilson, our cotusel, and I have offered it as a pe rt of the
record.

There is one tial thing I would like to sa'y. We oire not to be
interpreted as being opposed to an increase of foreign trade. We
believe in foreign trade, we believe in importations, we believe that
tlet percentage of our l)roductioll which goes abroald, whether it be
either industrial or agrieultural, helps American farmers and America.

We are not necessarily opposed to tra(le agreements, providing the
procedure of executing 'trade agreements is in the form of currying
out a definite conlgressional mandate for which definite st nuards aire
prescribed for the Executive. However, we are definitely ol)poscil
to generalization of benefits and we believe that the bilateral system
of trade agreements in this very modern, hard-boiled age in which
we are living is the best way in which we can use trade agreements
to effect the ultimate improvement of our conditions.

We suspect, and we hope that this committee will investigate it
before it reports the bill, that most. of these trade agreements that
lave been signed by these other countries have been, if not techni-
cally, at least actually, violated. We have in these trade agreements
in most cases the right of reprisal if we wish to take it.

Senator KING. When you say "we", you mean the Goverumuent?
Mr. IIom AN. I mean we as a A)eople. Our organization woulh

like to see the Senate and the House reassume their responsibility
which we believe his been shunted asi(le tinder this act. We Ahink
it is your duty to reassume it. I say that respectfully; but it comes
from people who are old-fashioned believers in constitutional pro-
cedlure.

I wish to thank you for your very courteous attention.
(The brief directed by the cheirmin to be inserted in the record is

as follows:)

IalmF oN CONST'UTIONAIT" or 'rTAm A(mimmMENT ACT, SBiMITTED BY
CHARLES W. WILsON, COUNS-E, 'lm NATIoNAi, CooirAwVErsvp MILK Po-
OUCRS' fk:)IIATON, WASIINUrON, 1). C.

1. Legal Aspects of Trade Agreements Act:
A. Delegation of legislative authority.
11. Senate ratification.

IT. Denial of Court Review to Producers, Manufacturers, Etc.
A. Nullification of remedial legislation enacted first in 1922 and continued

in the Tariff Act of 1930.

I.EMiAL ASPECTS OF TIIADE AGREEMENTS ACT

A. delegation of legislative authority: In each instance of tie enactment ald
extension of the Trade Agreements Act the committee reports both of House and
Senate embodying the views of the majority attempt to sustain the constitution-
ality of the act as a proper delegation of legislative authority.

While they cite precedents in tariff and other acts going hack tee early as 1794,
they rest their oars primarily on certain provisions of the McKinley Tariff Act of
1890 (see. 3), and tle 1)i1giey Tariff Act of 1897 (see. 3). A comparison of the
provisions of these sections and the Trade Agreements Act is here apropos.
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THE TAiiIFF ACT OF 1800

Section 3 of the (McKinley) act of 1890 provided:
"'S.c. 3. Thnt with a view to secure reciprocal trade with countries producing

thhe following articles and for this purpose, on and after the first (ay of January,
eighteen hundred and ninety-two, whenever and so often as the President shall be
satisfied that the Government of any country l)rodeinig and exporting sugars,
molasses, coffee, teas, and hides, raw and itiicired, or any of such articles, imposes
duties or other exactions upon the agricultural or other products of the United
States, which in view of the free introduction of such sugar, molasses, coffee, tea,
aiid hides, into the United States he may deem to be reciprocally uinequal and un-
reasonable, h1e shall have the power and it shall bie his duty to sspend, by procla-
Iuation to that effect, the provisions of this Act relating to the free introduction of
sulch sugar, niolasses, coffee, tea, and hides, the production of such country, for
such tinie as lie shall deem just, and in such ease and during such suspension duties
shall be levied, collected, and paid upon sugar, molasses, coffee, tea, and hides,
the product of or exported from such designated country as follows, namely:

"All sugars not above number thirteen )utch standard in color shall pay duty
on their polariscopic tests as follows, nianiely:

"All sugars not above number thirteen Dutch standard in color, all taicl
bottoms, sirips of cane juice or of beet juice, ielada, concentrated nielada,
concrete and concentrated molasses, testing by the polariscopei not above seventy-
five degrees, seven-tenths of one cent per hound; arid for every additional degree
or fraction of a degree shown by the jpolariseopic tct, two-Iiidredths of a cent
per pound additional.

All sugars aliove imber thirteen Dutch standard in color shall be classified
by the Dutch staiidard of color, and pay duty rs follows, namely: All sugar above
inirrmber thirteen and not above number sixteen Dutch staii'i l ,of color, one arid
three-eightlis events per poundl.

"All sugar above number sixteen and rot above numirher twenty DIutch standard
of color, one and five-ei hths cmits per pound.

"All sugars above number twenty Dutch standard of color, two cents per pound.
"Molasses testing above fifty-six degrees, four cents per gallon.
"Sugar drairiigs and su ar sweepings shall be subject to duty either as molasses

or sLIgar, as the case may tIe, accord irg to pohiriscolic te:t.
"On coffee, tiue enrits per pound.
"On teas, tel cents per pound.
"Hides, raw or uncured, whether dry, salted, or pickled Angora goatskins, raw

without the wool, mianufactured, and skins, except shcepskins, with the wool
on, one and one-half cents per pound (26 Stat. 612)."

In previous majority committee reports Executive agreements entered into
ider the asserted authority of this section have been cited as controlling prece-

dents for the proposition that Executive agreements of the trade-agreoment type
are nothing new in the history of our foreign relations. Hon. Francis B. Sayre in
mi article appearing in the May 1939 Colunbia Law Review on the constitution-
ality of the Trade Agreements Act lists 12 such agreements. Following is a typical
example of these 12:

By the President of the United States of America. A proclamation, volume 26,
I'iited States Statutes at Large, page 1563.

"Whereas pursuant to Section three of the Act of Congress approved October 1,
1890, entitled 'Al Act to reduce the reveue arid equale duties on imports, and
for other purposes,' the Secretary of State of tine United States of America com-
municated to tile Government of the United States of Brazil the action of tin
('origress of the Uilted States of America, with a view to secure reciprocal trade,
in declaring the articles eiumerated in said Section three, to wit, sugar, molasses
coffee, and hides, to be exempt from duty ipon their importation into the United
States of America;

"And whereas the Envoy Extraordinary and Minister Ploiiipotentiary of
Brazil at Washington ihas communicated to the Secretary of State the fact that,
in die reciprocity for and conmderation of the admission into the United States of
America free of all duty of the articles enumerated in Section three of said Act,
the Government of Brazil hrs, by legal enactment, authorized the admission,
from and after April 1, 1891, into all the established ports of entry of Prazil, free
of all duty, whether national, state, or municipal, of the articles or merchandise
named in the following schedule, provided that the same be the product and
manufacture of the United States of America;
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"1. Schedule of articles to be admitted free into Brazil.'--And that the Govern-
ment of Brazil has, by legal enactment, further authorized the admission into all
the established ports of entry of Brazil, with a reduction of twenty-five per centum
of the duty designated on the respective article in the tariff now in force or which
may hereafter be adopted in) the United States of Brazil, whether national,
state, or municipal, of the articles or merchandise named in the following schedule,
provided that the same be the product or manufacture of the United States of
America.

"2. Schedule of articles to be admitted into Brazil, with a reduction of duly of
twenty-five per centum.2-And that the Government of Brazil has further provided
that the laws and regulations, adopted to protect its revenue and prevent fraud
in the declarations and proof that the articles named in the foregoing schedules
are the product or manufacture of the United States of America, shall place no
undue restrictions on the importer, nor impose any additional charges or fees
therefore on the articles imported.

"And whereas the Secretary of State has, by my direction, given assurance to,
the Envoy Extraordinary and Minister Plenipotentiary of Brazil at Washington
that this action of the Government of Brazil in granting exemption of cities to
the products and manufactures of the United States of America, is accepted as a
due reciprocity for the action of Congress, as set forth iii Section three of said Act:

"Now therefore, be it k-nown that 1, Benjamin Harrison, President of the
United Atates of America, have caused the above stated modifications of the
tariff law of Brazil to he madce public for the information of the citizens of the
United States of America.

"In testimony whereof, I have hereunto set my hand and caused the seal of
the United States to be affixed.

"Done at the city of Washington, this fifth day of February, one thousand
eight hundred and ninety-one and of the Independence of the United States of
America the one hundred and fifteenth.

"[SEAL] Basj. HXaRSON.

"By the President:
"JAMES G. BLAIN , ,

"Secretary of State."
COMMENT

When the provisions of section 3 of the McKinley Act of 1890 and the type of
proclamation issued by the President under the authority thereof are analyzed
it is disclosed that the President has but executed a ministerial duty prescribed
by Congress. This is at once apparent for Congress had already said in section
3 that certain specified duties should be imposed on enumerated commodities if
the exporting country placed exactions on American agricultural or other products
which were reciprocally unequal and unreasonable. The only duty delegated by
Congress to the President was the one of ascertaining whether the exporting
country did so impose exactions on American agricultural and other products.
Upon that contingency the law of Congress went Into operation. The President.
could neither establish the import duty nor select the commodity or article upos
which the already specified duty vas to be levied. The President's only dis-
cretion resided in his determination as to whether the exporting country was
imposing reciprocally unequal or unreasonable exactions. In the quoted example
of Executive agreement that determination by the very terms of the agreement
was based upon the fact made known to him by the Brazilian Envoy that Brazil
by legal enactment had authorized specified American commodities free entryor entry at a reduced rate. Certainly little or no discretion entered into President
Harrison's proclamation.

In this connection it is important also to review the decision of the United
States Supreme Court wherein it was held that section 3 of the McKinley Act was
not an unconstitutional delegation of legislative authority. The ease is that of
Field v. Clark (143 U. S. 649, 692):

"'* * * The act of October 1, 1890, * * * does not, in any real sense,
invest the President with the power of legislation. For the purpose of securing
reciprocal trade with countries producing and exporting sugar, molasses, coffee
tea, and hides, Congress itself determined that the provisions of the act * *
permitting the free Introduction of such articles, should be suspended as to any
country producing and exporting them, that imposed exactions and duties on the
agricultural and other'producte of the United States, which the President deemed,

Here follows an enumeration of such articles.
Here fellows an enumeration of such articles.
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that is, which he found to be, reciprocally, unequal and unreasonable. Congress
itself prescribed, in advance, tie duties to be levied, collected and paid on sugar,
molasses, coffee, tea, or hides, produced or exported from such designated country,
while the suspension lasted. Nothing involving the expediency or the just operation
of such was left to the determination of the President. The words "he may deem,"
in the third section, of course implied that the President would examine the
commercial regulations of other countries producing and exporting sugar, molasses,
coffee, tea, and hides, and form a judgment as to whether they were reciprocally
equal and reasonable, or the contrary, in their effect upon American products.
But when lie ascertained the fact that duties and exactions, reciprocally unequal
and unreasonable, were imposed upon the agricultural or other products of the
United States by a country p)roducing and exporting sugar, molasses, coffee, tea, or
hides, it became his duty to issue a proclamation declaring the suspension, as to
that country, which Congress had determined should occur. lie had no discre-
tion in the premises except in respect to the duration of the suspension so ordered.
But that related only to the enforcement of the policy established by Congress.
As the suspension was absolutely required when the President ascertained the
existence of a particular fact, it cannot bo said that in ascertaining that fact and in
issuing his proclamation in obedience to the legislative will, lie exercised the func-
tion of makbig laws. Legislative power was exercised when Congress declared
that the suspension should take effect atd upon a named contingency. What
tile President was required to do was simply in execution of the act of Congress.
It was not the making of law. lie was the mere agent of the lawmaking depart-
ment to ascertain and declare the event upon which its expressed will was to take
effect. It was a part of the law itself as it left the hands of Congress that the
provisions, full and complete in themselves, permiltting the free introduction of
sugars, molasses, coffee, tea, and hides, from particular countries, should be
suspended, in a given contingency, and that in case of such suspension certain
duties should be imposed." (italics supplied.]

Compare this grant of authority to that contained in the Trade Agreement
Act which categorically gives the President authority to enter into trade agree-
ments with foreign countries and iii so doing to proclaim the modification of
existing duties or other import restrictions, or to continue existing customs
and excise treatment of any article covered by any such agreement (conceivably
the whole grant of enumerated commodities in the Tariff Act of 1930 and others
not there classified). Ile is not limited as to a commodity, as to rate of duty
except that he may not transfer between the dutiable and free list or in no event
increase or decrease a duty by more than 50 percent, or as to which country he
may negotiate with. A limitation in each of these respects was imposed in the
enactment of section 3 of the MeKinly Act of 1890, leaving to our mind but a
ministerial duty to be performed by the President. Under the Trade Agreement
Act, oni the other hand, the President has unfettered power to select the country
and the commodity, to fix the rate tip or down within the limits of 50 percent,
arid to continue existing duties or other excise treatment and thins tie up congres-
sional action (as witness the statements of State Department representatives
before the Senate Finance Committee, March 8 and 9, 1939, on a proposed amend-
ment to provide additional taxes onl fats arid oils to be aplendedlto H. R. 3790).
Each involves a great amount of discretion-each is the exercise of lawmaking
powers contrary to constitutional mandates.

THE TARIFF ACT OF 1597

Section 3 of the (Dingley) Act of 1897 provided:
"SEC. 3. That for the purpose of equalizing the trade of tie United States

with foreign countries, and their colonies, producing and exporting to this country
the following articles: Argols, or crude tartar, or wine lees, crude; brandies, or
other spirits manufactured or distilled from grain or other materials; champagne
and all other sparkling wines; still wines, and vermouth; paintings and statuary;
or any of them, the President be, and lie is hereby, authorized, as soon as may be
after the passage of this Act, and from time to time thereafter, to enter into
negotiations with the government of those countries exporting to the United
States the above-mentioned articles, or any of them with a view to the arrange-
ment of commercial agreements in which reciprocal and equivalent concessions
May be secured in favor ofthe product sand manufactures of the United States;
and whenever the government of any country, or colony, producing anid exporting
to the United States the above-mentioned articles, or any of them, shall enter ito
a commercial agreement with the United States, or Make concessions in favor
of the products or masnufactures thereof, which, In the judgment of the Presidemit
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shall be reciprocal and equivalent, lie shall be, and lie is hereby, authorized and
empowered to suspend, during the time of such agreement or concession, hy'
proclamation to that effect, the imposition and collection of the duties mentioned
in this Act, on such article or articles so exported to the United States froni such
country or colony, and thereupon and thereafter the duties levied, collected, and
paid upon such article or articles shall be as follows, naniely:

eArgols or crude tartar, or wine lees, crude, five jier ct ontai valoreni.
"Brandies, or other spirits mranuefactulred or distilled from grain or other

materials, $1.75 lie proof gallon.
''Champagne and all other sparkling wines, in bottles containing iiot nure

than one quart and more than one pint, $6 per dozen; containing not inore than
one pint each and nore than oc-ha f pint, $3 per b n containing one-half pint
asch or less, $1.50 per doen; in bottles or other vessels eint ng miore than

one qufiart each, i addition to $ per dozen bottles on the ttaitities il excess of
one quart, at the rate of $1.90 per gallon.

"Still wines, atd oerniocth, n casks, 35 cent per gallon; ing bottles or jtug,
per ease ef one dozen bottles or- juigs containing eachi not niore than oinei quart
and more than one piut, or twenty-four bottles or jugs containing each nt IiohQ
than one pint, $1.25 1r ease, and aiy excess beyond these quantities foid nll
stitch bottles or jugs shall be subject to a hity of 4 cents per pint or fractional hart,
thereof, bt no separate or adit inal (hity shall he assessed 1apui t le bottles or
jtIgs.

"Paintings in oil or water colors, pastels, pen-ancl-iiik drawings, anid statuary,
fifteen per cenii ad valoren.

"The President shall have power, aud it shall be, his duty, whenever lie shiall lie
satisfied that anly such agreement inl this section mniltionedl is nint usDing follyv
executed. by the government with which it shalt lave bieen made, to revoke suich
suspension and notify such government thereof.

"And it is further provided that with a view to secure reciprocal trade with
coumitries producinig the following articles, whenever and so often as the President
shall be satisfied that the government of any country, or colonly of such Gov-
ernment, producing and exporting directly or indirectly to the United States
coffee, tea, and tonquin, toniqoa, or toks, beaus, and vanilla beans, or any of
such articles, imposes duties or other exactions upon the agricultural, manufac-
tured, or other products of the United States, which, in view of the introduction
if such coffee, tea, and tonqlin, toniqua, or tonka beans, and vanilla beans, into

the United States, as in this act hereinbefore provided for, lie may deem to be
reciprocally unequal and unreasonable, lie shall have the power and it shall be
his duty to sihspend, by proclaniation to that effect, the provisions of this Act
relating to the free introction of such coffee, tea, and toniquiii, tonqua, or tonka
leans, and vanilla beans, of the products of such country or colony, for such thie

as he shall deemi juist; and in such ease and during such suspension duties shall be
levied, collected, and paid upon coffee, tea, and tonquin, toulia, or tnka beaus,
and vanilla beans, the products or exports, direct or indirect, from such designated
country, as follows:

"On coffee, 3 cents per p11nd.
"On tea, 10 cents per pound.
"On tonquiu, tonqua, or tonka beaus, 50 cents per pound; vanilla aliens, $2

per lilund; vanilla beans, comli erially knou as cuts, $1 per pound (30 Stat.
203)."

In referring to this statutory provision the majority report to accompany
Ilmise Resohttion 407, the pending resolution to extend tile Trade Agreement
Act for an additional three appearing ii the following table, namely: I

"Therefore, in further exectitioi of the provisions of said section it is herebmy
declared that oa 1(d after the 1st day of ]lne 1898 and during the outiuuancec
in force of the Agreement aforesaid, and until otherwise declared, the imposition
and collection of the duties heretofore imposed aid collected upon the following-
nauied articles, the products of France, by virtue of said Act are hereby stis-
p:nided, and in place thereof the duties shall be imposed and collected thereon
according to the provisions of said section 3 as follows:

"Om argols, or crude tartar, or wine lees, crude, five pee centulims ad valoremi.
"On brandies or other spirits manufactured or distilled from grain or other

materials, $1.75 per proof gallon.
"On paintings in oil or water colors, pastels, 1)01 and Ink drawings, and statuary,

fifteen per centom ad valorem.
3 Here follows an euumratlon oh articles
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"It is further declared that the rates of duty heretofore imposed and collected

oni still wines and vermout h, the product of France, under the provisions of the
United States Tariff Act of 1897 are conditionally suspended, and in place thereof
shall be imposcr and collected on and after the 1st (lay of June next as follows,
namliely:

"On still wines and vermouth, in casks, 35 cents per gallon; in bottle or jugs,
per ease of one dozen bottles or jugs containing each not more than one quart
and more than one pint, or twenty-foir bottles or jugs containing each not more
than one lint, $1.25 per case, and any excess beyond these quantities found lin
such bottles or jugs shall be subject to a duty of 4 cents per pint, or fractional
part thereof, but no separate or additional duty shall be assessed upon the
bottles or jugs.

"Now, therefore, be it known that I, William McKinley, President of the
United States of America, have caused the above stated modifications of the
customs duties of the respective countries to he made public for the information
of the eltizens of the United States of America.

"In testimony whereof I have hereunto set ow hand and caused tile seal of
the United States to he affixed.

"Done at the city of Washington, this thirtieth day of May, one thousand
eight hundred and ninety-eight, and of the independence of the United States
of America the one luindred and twenty-second.

ISEAL] WInJA MCKxNLEY.

By (lie President:
WILLIAM I. DAY,

Secretary of State.
This particular proclamation was involved in litigation in the case of B. Altman

& ('ompenq v, United States, 224 IT. S. 583. The case is cited in the majority
ionimittec (house) report to ac'onjpaiiy House Joint Resolution 96 (the first

(1937) extension resolution) as authority for the proposition that the United States
Supreme Court described this agrcie IVt as "on international compact," but "not
a treaty possession the dignity of one requiring ratification 1)y the Seiate."
(See p. 15 of that report.)

Actually it may te said that the Alitman case, supra, decided noting insofar as
a precedent to sustain the validity of the Trade Agreements Act is concerned.
The issue before the court simply was whether or not the United States Supreme
Court had authority ho review the case on direct appeal from the circuit court of
appeals. Within tfhe meaning of the circuit court of appeals act of March 3, 1801,
thie United Stanes Supreme Court decided that the agreement was a treaty, thus
enabling it to take jurisdiction. No question of the constitutionality of section 3
of the Tariff Act of 1897 or the validity of the President's proclamation was
involved.

lit wben we come to analyze this section of the 1897 act together with the prec-
laiiation quoted above we are led to similar conclusions to those reached with
respect to section 3 of the 1890 act and proclamations issued under the authority
thereof. In other words, Congress, in the enactment of section 3 of the 1: 7 act
prescribed preferential rates of duty on specified commodities which should prevail
if aId when the President could negotiate with such eoiutries coumercial arrange-
mnents in which reciprocal and equivalent concessions may le secured in favor of
the products and manufactures of the United States. In the case of the proclama.-
tion issued as quoted above such concessions were obtained from the French
Government--accordingly President William McKinley issued his proclamation
and the rates oiu argols, crude tartar, etc., brandies, etc., paintings and statuary
imnported from France became dutiable at the rates prescribed by Congress,

It cannot be said that this was an exercise of treaty making power by President
McKinley. le simply put into force and effect rates of duty prescribed by
Congress on specified commodities after lie and his administrative agents bargained
with the French Government for concessions on American products and maim-
factured items exported to France.

Here again the only duty delegated to the President was that of suspending
prescri'ied rates of duty for'lesser prescribed rates of duty on specified commodi-
ties provided lie secure reciprocal concessions from the exporting country. lie
could not. bargain with France or any other government as to the concessions
the United States would make. Congress, in effect, made an offer. France ac-
cepted that offer, Tlie President executed the contract thus made in behalf
of the United States. His only discretion was the determination of whether
France's acceptance in fact made for reciprocity as contemplated by the con-
gressional policy set forth in Section 3 of the 1897 act.
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SECTION 4 OF THE 1897 ACT

If proponents of the trade agreements program desire a constitutional prec-
edent for the Trade Agreement Act they need look only to section 4 of tile
(Dingley) 1897 Tariff Act. This section provided as follows:

"SEC. 4. That whenever the President of the United States by and with the
advice and consent of the Senate, with a view to secure reciprocal trade with foreign
countries, shall within the period of two years from and after the passage of
this Act, enter into commercial treaty or treaties with any other country or
countries concerning the admission into any such country or countries of the goods,
wares and merchandise of the United States and their use and disposition therein,
deemed to be for the interests of the United States, and in such treaty or treaties,
In consideration of the advantages accruing to the United States therefrom, shall
provide for the reduction during a specified period, not exceeding five years, of
the duties imposed by this Act, to the extent of not more than twenty per centum
thereof, upon such goods, wares, or merchandise as may be designated therein of
the country or countries with which such treaty or treaties shall be made as in
this section provided for: or shall provide for the transfer during such period
from the dutiable list of this Act to the free list thereof of such goods, wares, and
-merchandise, being the natural products of such foreign country or countries
and not of the United States; or shaH provide for the retention upon the free list
of this Act during a specified period, not exceeding five years, of such goods
wares, and merchandise now included -1n said free list as may be designated
therein; and when any such treaty shall have been duly ratified by the Senate
and approved by Congress, and public proclamation made accordingly, then and
thereafter the duties which shall'be collected by the United States upon any of
the designated goods, wares, and merchandise from the foreign country with
which such treaty has been made shall, during the period provided for, be the
duties specified and provided for in such treaty, and none other."

Their only reply to this contention is to be found in the House report of the
majority to accompany H. R. 8687, the original Trade Agreements Act, where at
page 10 it is said:"Section 4 of the same act authorized the President, by and with the advice and
consent of the Senate, to negotiate treaties with foreign countries providing for
reciprocal tariff concessions. Pursuant to this authorization, the President
concluded a series of treaties, all of which made provision for tariff reductions
of considerable importance.

"These treaties, known as the Kasson treaties, failed to receive ratification by
'the Senate and therefore never came into force, thus demonstrating the ineffec-
tiveness of such a method."

But section 4 of the 1897 act carried out the mandate of the Constitution, That
section contemplated the execution of reciprocal trade agreements but circuni-
scribed the Executive's power with the constitutional limitation that any such
agreement be ratified by the Senate. The language of the committee report is a
challenge to both the Constitution and the Senate. It is not for Congress to say
how ineffectual a constitutional limitation may be, Yet that is what Congress
has accomplished in the enactment of the Trade Agreements Act, 

THE TARIFF ACT OF 1909

The provision of the Payne-Aldrich Act of August 5, 1909, which provided for
two schedules of duties, a minimum and maximum, and authorized the President
to ascertain those countries which did not discriminate against American com-
merce but extended to the United States reciprocal and equivalent treatment and
to proclaim that the prescribed minimum rates should apply to the imports of
those countries was no greater grant of authority than section 3 of the 1897
act. Consequently, proclamations entered into under the authority of the 1909
act are hardly a precedent sustaining the validity of trade agreements executed
under the 1934 act and its extensions.

THE TARIFF ACT OF 1922

Section 315 of the Fordney-McCumber Act of 1922 provided for the lowering
or raising of duties by proclamation of the President based on differences in the
cost of production of articles of the United States and the like or similar articles
of foreign countries. This section was reenacted in the 1930 Tariff Act (sce. 336).
By virtue of section 2 (a) of the Trade Agreements Act the section Is made Inap-
plicable to commodities the subject matter of trade agreements.
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It is contended that this section is a precedent sustaining the validity of the

President's authority under the Trade Agreements Act.
In analyzing section 315 it is disclosed that Congress prescribed certain definite

standards whereby the new or different imposed rates of duty should attach.
The machinery of the section could be initiated either upon request of the

President upon resolution of either or both Houses of Congress, by the tariff
commission on its own motion or upon request of an interested larty and tie
commission's judgment dictated the need for investigation of differences in cost
of production. The standards which Congress prescribed in connection with this
autiorization are as follows, quoting from the same section of the 1930 Tariff
Act, viz, section 336:

"SEC. 336, EiUALIZATION OF COSTS OF PRODUCTION.

"(a) Change of classification or duti.e.-* * * Jf the commission finds it
shown by the investigation that the duties expressly fixed by statute do not eualize
the differences in tie costs of production of the domestic article and the like or
similar foreign article when produced in the principal competing country, the
commission shall specify in its report such increases or decreases in rates of duty
expressly fixed by statute (including any necessary change in classification) as
it finde shown by the investigation to be necessary to equalize such differences.
In no case shah the total increase or decrease of such rates of duty exceed 50
per centirm of the rates expressly fixed by statute. •

"(h) Change to American selling price.-If the commission finds upon any such
investigation that such differences cas not be equalized by proceeding as herein-
before provided, it shall so state in its report to the President and shall specify
therein such ad valorens rates of duty based upon the American selling price, as
defined in section 402 (g) of the domestic article, as it finds shown by the investi-
gation to be necessary to equalize such differences. In no case shall the total
decrease of such ratc of ditty exceed 50 per centuri of the rates expressly fixed
by statute, and no such rate shall be increased.

"(c) Proclamation by the Preident.-The President shall by proclamation ap-
prove the rates of dirty and changes in classification and in basis of value specified
in any report of tire commission under this section, if in his judgment such rates
,of duty and changes are shown by such investigation of the commission to be
necessary to equalze quch differences irr costs of production.

"(e) Ascertainnrent of differences in costs of production.-In ascertaining under
this section the differelces'in costs of production, the commission shall take into
consideration, Insofar as it finds it practicable:

"(1) In the case of a domestic article.-(A) The cost of production as hereinafter
in this section defined; (B) transportation costs and other costs incident to delivery
to the principal market or markets of the United States, for the article; and (Cr)

-other relevant factors that constitute air advantage or disadvantage in competition.
"(2) In the case of a foreign article.-(A) The cost of production as hereinafter

in this section defined, or, if the commission finds that such cost is not readily
ascertainable, the commission may accept as evidence thereof, or as supr)lemental
thereto, the weighted average of the invoice prices or values for a representative
period and/or the average wholesale selling price for a representative period
(which price shall be that at which the article Is freely offered for sale to all
purchasers in the principal market or markets of the principal competing country
or countries in the ordinary course of trade and in the usual wholesale quantities
in such market or markets); (B) transportation costs and other costs incident
to delivery to the principal market or markets of the United States for the article;
(C) other relevant factors that constitute an advantage or disadvantage In com-
petition, including advantages granted to tire foreign producers by a govern.
ment person, partnership, corporation, or association in a foreign country,

"(f$ Modification of changes in duty.-Any increased or decreased rate of duty
or change in classification or in basis of valie which has taken effect as above
provided may be modified or terminated in the same manner and subject to
the same conditions and limitations (including time of taking effect) as Is provided
in this section in the case of original increases, decreases, or changes.

"(g) Prohibition against transfers frot the free list to the dutiable list or from the
'dutiable list to the free list.--Nothing in this section shall be construed to authorize
a transfer of an article from the dutiable list to the free list or from tie free list
to the dutiable list nor a change in form of duty. Whenever it is provided in
any paragraph of Title I of this Act, or in any amendatory Act, that the duty or
duties shall not exceed a specified ad valorem rate upon the articles providedfor
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in such paragraph, no rate determined rider the riprovisions of this section upo
such articles shall exceed tie imaxiium ail valorem iate s specified."

Furthermore, CongresR spelled out exact, definitions of such terms as doniestic
article, cost of production, etc.

Again, by virtue of subsection (e) of sect.o 33i, the Presidleiit could proelain
changed rates aid/or clossificatiois only "if il his judgment such rates of (lii1'
and changes tre siown Iby sich investigation of the Commissioi to he iic,'.ssarv
toleqillize such differellees ill costs of production."

Section 315 of the 1922 atet as an i lawful delegation of legislative' authtvril'
caine before the United States Suupreme Court ini ilie case of lampton & ('o. V.
United .Stotes (276 IT. S. 394). There at proelamatiol issued iy Presideiut Coolidge
in the case of imports from (erniay. The proclamation was. based upon the
finding of the Tariff Commission that the ihuity oii barium dioxide' did not vilializ!
the differences in costs of produetioli ill the Uiited States. The proclailititl
increased the rate of duty o this article from 4 ceits per 1)o1i uc to Ii cents per
per poiltd. When this provisions was uittacked is being uiieoistnitit ioial deleg-
tiohi of legislative authority the Supreme Court held to tii' contrary. We qno

te
the Court's reasiing as follows (1). 403 et seq.):

"'irst. It seems lear what Congress in teided by No. 315. Its plan was to
secure by law the imposition of custom duties oi articles of imported merelialdisi
which should equal the di lferenee betweeri the cost of proitocing ill a foreigit
country the articles il question ard layig t hem down for sale ili the United States,
and ti cost of producing and selling like or similar articles iin the Unuited Stateus,
so thu at tire duties 1i0 01ot1Y u'ecure revelue but it tle same tiilie euialIc domestic
producers to COlipete on tc'eris Of eiquali ty with foreigiu prodieers ill the irarliets
of the unitedd States. It, liiay be that it is difficult to fix with exactness 1his
difference, but the difference which is siiight if) the statute is perfecily clear aid
perfectly intelligible, leBeeausi' if thi difficulty inI practically h lermini u what
that difterene is, Congress sees to have don bted that the information in its
possession was such as to oiiable it to make the adjustinent accurately, and ailso
to have apprehended that with changing conlitious tihe difference might var ii
such a way that sone readjustments would he necessary to give effect to tlhi
principle (m which the statute proceeds. To avoid sch d(iclilt ies, Copigries.
adopted in No. 315 the method of describinq with clearscss iwhat its polic y aud plan
was and /hen authlorizing a member of the executive branch to curry out this policy
and plan, and to find the changing difference from lime to tiiie, and to uiake tile
adjustment.? necessary to conform due duties to the standard underl1inl that police
and plan. As it was a isatter of great importance, it conauilded to give by statlt
to tile President, tile chief of the executive branch, the fiuietion of deteriiining the
difference as it might vary. lie was provided with a body of investigators whoN
were to assist him In obtaining needed data and ascertaining the facts justifying
readjustmeiits, * * *

"The field of Congress involved all and maiy varieties of legislative action, and
Congress has foutd it frequently necessary to use officers of tile Executive branch,
within defined limits, to secure the exact effect intended by its acts of legislation,
by vesting discretion in such officers to make public regulations interpreting a
statute and directing the details of its execution, evei to tile extent of providing
for penalizing a breach of such regulations. * * * Congress may feel itself
unable conveniently to determine exactly when its exercise of the legislative power
should become effective, because dependent oii future condriiois, and it Iure
leave the determinatio of such time to the decision of an Executive * *,"
(Italics supplied,]

The court relied to considerable extent on its previous decision in Field v. Clark,
supra, in sustaining section 315 as a valid delegation of authority to an execiitivi
officer. It is in nowise accurate to compare section 315 and the Trade Agreemeuts
Act and draw the conclusion that each authorized the Chief Executive to fix rates
of doty and that therefore neither violates the Constitution under the authority, of
the lanton & Co. case, supra. A definite measuring stick was provided by
Congress ii the case of section 315--namely, differences in costs of productioti.
When differences appeared, after due investigation, lie was authori zed to eqinalisi'
those differences up or down within the limitation of 50 percent hi the existir
rate of duty. Thus, the President and the Tariff Commission were given two
rules to guide what might be termed "their discretionary actioii"-namely (1)
coast of production in the case of a domestic article, and (2) cost of production ill
the case of a foreign competing article. Within that range the President could
adjust tip or down the existing rate of duty tip to 50 percent.
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As stated hy lion. Joseph C. O'Mahoney when lie appeared before the Seniate

.'inance Committee on February 28, 1940, page 174, part 3, unrevised report of
vomniittee bearings:

"The standard fixed in the flexible tariff bow (sec. 33)4 was the scientific finding
of the Tariff Commission to set the difference in the cost of production at home
and the cost abroad. There was the standard. The Congress said, 'Your
power to change these duties is guided by this rule, which is the difference in the
(list of production at home and abroad.' "

Contrast this with authority to adjust the existing rate of duty up or down
within the limits of 50 percent, or contimne existing rates of duty or other import
restrictions whenever in the President's judgment our foreign trade is unduly
burdened and restricted by reason of any existing duty or import restriction. In
this latter case there is absolutely no rule to guide the Chief Executive except the
very general one that involves complete discretionary power, namely, in what
istance is our foreign trade penalized by an existing act of Congress. On his
will alom rests the revamping of an entire tariff schedule which is as much the
lam, of this country as the Constitution itself. To draw an analogy to section
315 of the Tariff Act of 1922 and the sustaining Supreme Court case of Hampton
& Co. v. Ulifed States, supra, is to refute the contention that time Trade Agree-
nicut Act is a constitutional delegation of authority to tie Executive branch.

Sealltor 0' MahoneV ill his testiniony before tile committee very appropriately
called the committee s attention to the case of Panama v. Ryan, 293 U. S. 388,
ol the question of prescribing standards to guide the executive branch when dele-
gating powers to it. Im that case the Supreme Court considered the validity and
held unconstitutional seetimi 9 e) of time Naticnal Industrial Recovery Act.
This section authorized the President to lirollibit the transportation in interstate
mid foreign commerce petroleum produced in excess of time amount permitted by
the State. The court pointed out in its opinion (p. 418) that * * * Congress
lift the matter to the President without standard or rule, to be dealt with as lie
pleased. The effort by ingenious and diligent construction to supply a criterion
still permits such a breadth of authorized action as essentially to commit to the
President the functions of a legislature rather than those of an executive or ad-
'-iiistrative officer executing a declared legislative policy * *

Again the court said (). 430):
"If sectioii 9 (c) were held valid, it would be idle to pretend that anything

would be left of limitatioiis upon the power of the Congress to delegate its law-
making function. The reasomiing of the many decisions we have reviewed would
lie made vacuous and their distinctions mugatory. Instead of performing its
lawmakiig limiestim, the Congress could at will and as to such subjects as it chooses
tramisfer that function to the President or other officer or to aim administrative
body. The question is not of the intrinsic importance of the particular stntute
before us, but of te conslifationsal processes of legislatiou which arc an essential part of
our system of govcrnmr t." [Italics supplied.]

The same indictment may be leveled at the Trade Agreements Act with its lack
of standard or rule to guide the executive branch.

B. Senate relification.--Little need be said oi this proposition, Trade agree-
mei)ts executed mider the Trade Agreements Act of 1934 and its extension ill 1937
me either treaties requiring Seiate ratification or they are something less than
treaties and do not require Senate ratification. The Supreme Court. of the United
States has never decided the question and we do not thilik previous decisions of
that Court cited supra determine the question for the reasons outlined herein-
before.

Two cases not previously treated may be alluded to briefly: United States v.
Curfiss-Wri'ght Expor Corporahion, 299 U. S. 304, and United States v. Belmont,
301 U. S. 324. The former involved a Preridential proclamation establishing an
arms embargo in connection wvith the Chaco incident, pursuant to a resolution
adopted by both Hoses of Congress. The other had to do with a compact
between tile United States and Soviet Governments pertaiiig to the settlement
of claims and counterclains between tile two Governments. Neither ease
involved the Trade Arerements Act and as precedents for the proposition that
trade agreements need not he ratified by the Senate both decisions have their
shortcomings. To show how unsatisfactory the latter case is on this point we
quote from the o1imiion as follows (p. 761)

"A treaty sign fies 'a compact made between two or more independent nations,
with a viewv to the public welfare.' B. Altman & Co. v. United Slates, 224 U. S.

S etion 330 appeared as sestloii 3V, Il the 1922 act,
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583, 600, 32 S. Ct. 593, 596, 56 L. Ed. 894. But an international compact, as
this was, is not always a treaty which requires the participation of the Senate.
There are many such compacts, of which a protocol, a modus vivendi, a postal
convention, and agreements like that now under consideration are illustrations,
See 5 Moore, International Law Digest, 210-221. The distinction was pointed out
by this Court in the Alrman case, sapra, which arose under section 3 of the Tariff
Act of 1897 (30 Stat. 151, 203), authorizing the President to conclude commercial
agreements with foreign countries in certain specified matters. We held that
although this might not be a treaty requiring ratification by the Senate, It was a
compact negotiated and proclaimed under the authority of the President, and as
such was a 'treaty' within the meaning of the Circuit Court of Appeals Act (2G
Stat. 826), the construction of which might be reviewed upon direct appeal to
this Court."

The Court virtually concedes that it did not determine whether the trade agree-
mait with France in the Altman case, supra, was a treaty requiring Senate ratifica-
tion. Hence the attempt to distinguish between a treaty as such and a coin-
mercial agreement is aided little by the later Belmont decision.
The Curtiss-Vright case is helpful only in attempting to determine whether

the Trade Agreement Act, in light of nther acts delegating authority to the
President in respect to international affairs and relations, is a constitutional
delegation of authority. This is something apart from deciding whether or not
trade agreements are treaties requiring Senate ratification. If the act is uncon-
stitutional because it is an unlawful delegation of legislative authority, then the
qestioii of Senate ratification becomes wholly immaterial. This is not to say,
however, that aside from congressional authorization, such agreements may not
be entered into. They may be, but as treaties, and being treaties require Senate
ratification.

Under Article VI, paragraph 2 of the Constitution of the United States, it is
provided:

"This Constitution and the laws of the United States which shall be made in
pursuance thereof; and all treaties made, or which shall be made, under the authority
of the United States, shall be the supreme'law of the land." (Italics supplied.)

Thus treaties are as much a part of the supreme law as is the Constitution
and the laws of Congress. Some text authorities go so far as to say that treaties
have no restraint either in the Constitution or the laws of Congress, but only
what is best for the welfare of the country.

The Curtiss-Wright decision is of no aid in determining whether trade agree-
ments are in fact treaties. That case simply holds that in foreign affairs the,
Investment of the Federal Government with the powers of external sovereignty
do not depend upon affirmative grants of the Constitution. No unlawful dele-
gation of legislative authority was found to exist in the congressional proclama-
tion authorizing the President to institute an arms embargo as his proclamation
did in the Chaco affair.

The Important point is that with respect to the exercise of external sovereignty
when such action takes the form of a treaty the Constitution prescribes an affirma-
tive limitation on the Executive's power, namely, that of Senate ratification.
True, the President makes the treaty, but with the advice and consent of the
Senate. In that Instance he may not arise above the Constitution to enable this
country to exercise its external sovereignty. On this point then the Curtiss-
Wright case Is no authority. Nor Is it authority sustaining the validity of acts
delegating authority in domestic affairs and in the Trade Agreements Act reposes
the very cogent question as to whetheL' or not the President is in effect making
revenue laws contrary to the Constitution.

In considering this question sight should not be lost of the fact that in two of
the trade agreements negotiated to date language Is contained whereby existing
treaties are superseded by the trade agreements. Thus, In the agreement with
the Belge-Luxemburg Economic Union, effective May 1, 1935, we find the follow-
fnl provision (p. 4, Executive Agreement, series No. 75):

Rs long as the present Agreement shall remain in force, it shall supersede,
any provisions of the Treaty of Commerce and Navigation between the United
States of America and His Majesty the King of the Belgians, concluded March
8, 1875, which may be inconsistent with the said Agreement * * *."

Again in the agreement negotiated with Colombia a similar provision is con-
tained, reading: "Article XI

"As long as the present Agreement remains In force, It shall supersede any
provisions of the Treaty of Peace, Amity, Navigation, and Commerce between
the United States of America and the Republic of Now Granada, signed
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at Bogota, December 12, 1846, which may be inconsistent with this
Agreement * * *.)

It is most singular that an ag reement which proponents of the trade agree-
ments program would have us believe does not reach the dignity of a treaty,
should supersede and take precedence over such a dignified international com-
pact.

Any fundamental difference between a treaty and other international ar-
rangements must rest in the fact that only a treaty can change existing statutory
laws. A trade agreement changes existing statutory law, namely, existing tariff
schedules enacted into law by the Congress. Hence, they are treaties and as
such must be ratified under the constitutional requirement to be found in Article
II, section 2, of the Constitution.

II. DENIAL OF COURT REVIEW TO PRODUCERS, ETC,

A. Nullification of 1922-30 remedial legislation: The Trade Agreement Act
unequivocally deprives a manufacturer, producer, or wholesaler the right they
would otherwise have tinder section 516 (b) of the Tariff Act of 1930, to litigate
in the courts matters arising out of the trade treatles, including the question
of constitutionality.

It is section 2 a) of the Trade Agreement Act which makes inapplicable the
provisions of section 516 (b) of the 1930 Tariff Act to articles the subject matter
of trade agreements.

This deprivation of right is perhaps the most flagrant violation of fundamental
principles of justice and equity that prevail in a democratic country. It is
wholly contrary to public policy and evinces a fear on the part of proponents
of the plan that in a proper case the act itself would fall as an unconstitutional
legislative measure.

Section 516 (b) of the Tariff Act of 1930 provides:
"(b) Classification: The Secretary of the Treasury shall, upon written request

by an American manufacturer, producer, or wholesaler, furnish the classification
of and the rate of duty, if any, imposed upon designated imported merchandise
of a class or kind manufactured, produced, or sold at wholesale by him. If such
manufacturer, producers, or wholesaler believes that the proper rate of duty is
not being assessed, lie may file a complaint with the Secretary of the Treasury
setting forth a description of the merchandise, the classification, and the rate or
rates of duty lie believes proper, and the reasons for his belief. If the Secretary
decides that time classification of or rate of duty assessed upon the merchandise is
not correct, lie shall notify the collectors as to the proper classification and rate of
duty and shall so inform such manufacturer, producer, or wholesaler, and such
rate of duty shall be assessed upon all such merchandise imported or withdrawn
from warehouse after thirty days after the date of such notice to the collectors.
If the Secretary decides that the classification and rate of duty are correct, he
shall so inform such manufacturer, producer, or wholesaler, and shall, tinder
such regulations as lie may prescribe, cause publication to be made of his decision,
together with notice that the classification of and the rate of duty on all such
merchandise imported or withdrawn from warhouse after the expiration of
thirty days after such publication will be subject to the decision of the United
States Customs Court In the event that a protest is filed under tile provisions
of this subdivision. If dissatisfied with the decision of the Secretary, such manu-
facturer, producer, or wholesaler may file with him a notice that le desires to
protest the classification or the rate of dtty imposed upon the merchandise, and
upon receipt of such notice the Secretary shall furnish him with such information
as to the entries and consignees of such merchandise, entered after the expiration
of thirt days after the publication of the decision of the Secretary, at the port of
entry designated by the manufacturer, producer, or wholesaler in his notice
of desire to protest, as will enable him to protest the classification of or the rate
of duty Imposed upon such merchandise when liquidated at such port. The
Secretary shall direct the collector at such port to notify such manufacturer,
producer, or wholesaler immediately upon the liquidation of the first of such
entries to be liquidated. Such manufacturer, producer, or wholesaler may file
within thirty days after the date of such liquidation, with the collector of such port
a protest in writing setting forth a description of the merchandise and the classi-
fication and the rate of duty he believes proper. Upon the filing of any such
protest the collector shall notify the Secretary of the Treasury who shall order the
suspension, pending the decision of the United States Customs Court upon such
protest, of the liquidation at all ports, of all unliquidated entries of such mer-
chandise imported or withdrawn from warehouse after the expiration of thirty
days after the publication of the Secretary's decision. All entries of such mer-
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chandise so imported or withdrawn shall be liquidated, or if already liquidated,
shall, if necessary, be reliquidated, in conformity with such decision of the
United States Cistoms Court. If, upon appeal to the Court of Customs and
Patent Appeals, the decision of the United States Customs Court is reversed, the
classification of the merchandise and the rate of duty imposed thereon shall be in
accordance with the decision of the Court of Customs and Patent Appeals, and
any necessary reliquidation shall be made. The provisions of this subdivision
shall apply oemly in the case of complaints filed after the effective date of this Act."

'rhe same provision first appeared as section 516 (b) of the Tariff Act of 1922,
lTp to that thhe the right of a manufacturer or producer to go into o01stms court
and protest a classification or rate of duty was doubtful, notwithstanding that an
importer had such right. The testimony contained in the report of time hearings
before the appropriate committees of (omgress preceding the enactment of the
1922 Tariff Act contains many illuminating references to the need for such a
provision. But this is done away with under the provisions of the Trade Agree-
ments Act and producers among others are left to time mercy of those who negotiate
these pacts. They not only do not, have recourse through the courts but the right
of representation by the Senate has been denied them and other citizens.

In this connection it is well to quote from a comparatively recent decision of
the Court of Customs and Patent Appeals, viz: Fletcher v, 1United States, 02 F.
(2d) 713, decided November 22, 1937. This case involved the protest of an iho-
porter vho protested the rate of duty assessed on pineapples which lie was im-
porting. He claimed the duty was too low. The duty assessed was3 that estab-
lished under the Trade Agreement Act with Cuba. He claimed the unconstitu-
tionality of the act. The court held it had 110 jurisdiction and the holding was
affirmed by the Customs and Patent Appeals Court. The reason assigned was
that the Tariff Act of 1930 made no provision for an importer to protest a too-low
rate of duty. But important to the Americas manufacturer and importer is the
following quoted from the opinion (p. 716):

"In the Tariff Act of 1922, as a means of protecting American manufacturers,
producers, or wholesalers, Congress provided that they should have the right to
protest the assessment by the collector of a rate of dity which was believed to
Ite erroneous. This, of course, included a rate which was regarded as being too

low. Definite provisions in section 5i6 (42 Stat. 970) were made to that effect.
In the Tariff Act of 1030 substantially time same provision as far as is material
here was reemacted. In 1934 Congress expressly withdrew the right of the so-
called American producer co protest in event of a rate having been fixed by
virtue of the so-called Reciprocal Trade Agreements Act. Obviously, by its
express amendment of the 1930 act, it did not intend that the producer could do
Indirectly what it denied him the right to do directly, If a producer, such as
the appellant, could make an importation and accom)lish the sallie purpose by
protesting the rate fiexd under the amended Tariff Act of 1930, the amendment
to the act would amount to a nullity."

As authority for the proposition that section 516 (b) would include a protest
on rate of duty or classification oi the ground that a Presidential proclamation
was invalid. Sec leltex Corporationm v. Duitchs flat Works, 71 F. (2d) 322,
decided in 1934. The court said, at page 328:
"It is our view that the proceeding before us is primarily a suit against the

Government, State of Louisiana v. McAdoo, 234 U. S. 627, 34 S. Ct. 938, 58 L.
Ed. 1506. We hold that such suit is expressly authorized by section 516 (b)
of the Tariff Act of 1930, and that such authorization of a Presidential preclama.
tion under section 336 of time Tariff Act of 1930 (10 U. S. C. A. 1330). We
further hold that appellec's protest properly raises the question of tie validity
of the proclamation herein involved.

On analogy the same rule would obtain in a ease based upon tile alleged invalid-
ity of a Pesiduontlal proclamation under the provisions of the Trade Agreements
Act as amendatory of the Tariff Act of 1930. Congress however, has dissipated
the right of a producer, among others, to avail himself of the ulmly constituted
tribunal established to arbitrate customs disputes by the passage'of time Trade
Agreements Act. His right of re(lres gone, it devolves upon the Congress in
this instance, to protect his rights and strike down an unconstitutional law that
has prevailed for more than 5 years.

CONCL USION

We have attempted in this brief to show fairly that both the legislative and
judicial precedents which have consistently been cited to sustain the validity of
the grant of legislative power contained in ti Trade Agreement Act cannot be
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relied k1pOll to substalntiate the premise. Neither section 3 of the act of ISM
nor section 3 of iio act of 1807 parallel the delegation if legislative authority eon-
taied in the Trade Agreement Act. The case of Field v. ('ark, stjra, is coIl-
elusive of this proposititi. Further opposed t, such an unfettered grant of
ownerr is the recent ease of Panama v. it le, soipra, which, ill view of the enlight-

cned discussion of delegation of legislative fOOOer without standards contained
ill that opinion, is coniulelded to the arrestt Coisideration of the committee.

Accordingly we stibmit that the delegation of legislative authority containIed
in the Trade Agrceieits Act constitutes a flagrant violation of constitutional
mandates. It impinges on the reveltte-making power lodged in the Congress.
The execution of the power results in a change of existing law and consequently
as a form of interlnltioial-agreenment-niaking mechanism offends against, tle
express direction of tlhe Constitution that treaties be negotiated with the advice
and consent of the Senate and receive that body's concurrence.

Unlike the court's attitute in the Panama case, supra, the question of the
validity of the 'J'rade Agreemeits Act is of intrinsic importance. Iii the case of
the act of Congress there involved, viz, the National h idnstrial Recovery Act,
citizens could at least get into court to test the constitutional processes involved
in that legislation. Bere they have 11o such recourse. Meanwhile the executive
braieh ha negotiated some 21 agreements tnder the doubtful authority of al
act that has once been extended with seeming wanton disregard of "the constito-
tional processes of legislatrion which are an essential part of our system of govern-
isacut.

(The 11 tables introduced by Mr, Holman ae as follows:)
TAIMP 1.---Total concessions ie received anti f/ace on all prodtlcls ill terms of 1938

trade

Ii thousands of dollars]

Exiorls, total duty Ilmplorts, total dtyly Net solo
concessions colncessions to the

't'tl Total United
':'rtidle.sect etrit,,, ,ttiry 1orls Iorts Stes

Aniotnt Percent Ai it Percent do total
of total of total uty Con.sessions

IhIalita- - - --. il. 40 42. 029 I 7 fil) 2.S 10, leo 24,2 +t I'm)
Brazil "M. 71.520 07, 748 24,517 15. 2 si., 69 81.6 -62,1S2
('ant ........... 424,011) 250, 046 186.565 44.0 224, 640 87. 5 -38, 184
C'olomiau - 45, t't 41, :178 16,19S2 35 6 45, 813 00.9 -52, MSt!
('tl 10tt 1 A,-li.t 7,(1 .060 1,367 2.9.2 3,514 70.0 -2,177
Ectuador , 5, 35 32 2,0670 J.1628 A5.0 2,22S so, 7I -"15m
VEl Ralrstttr 1, N "4 0, (72 447 12.8 6. 98 PC. 0 -0,1u51F nt 19.t,250 21, 709 1t,421 71. 1 i,5 607 2 - r, 215
Firtinev 1 101,800 54, .37q 11, 876. 6-. 21, 7661 10.0 -11,809
tiiiatenil ..... . 7,4110 9,530 1,1170 20.1 I M. 73 1 01.0 -0. 773
1is11 _ . . . . . .i, 0t 2,6 A57 1.5.5 2,332 78, 7 -1, 775

ionduras I . . 60,202 5,077 867 13.0 5, 20 031.0 -4,353
Nethlnaus . . .aonq --------- 8. 7 0,117 19,370 22.o 11, 192 37.0 +8,1816
Sweden ......... ...... 8,290 49,1967 44,210 5i.8 5 0, 10-i 73.0 +11.112
Switzerland .......... ....... 28,6.50 22. 773 8.340 20.1 16jts 1.4 -7,244
Turkey 'tgtI - .. 13,106 14,003 1.1104 12.2 13.321) 91.2 -11,7106nit513,50 118,65 308,48 0.0 86.402 73.0 +222,030
Venle la................. 9 2, 278 20,52 1 8,712 39.0 17,739 08.6 +0.

Trota) I roile-agreetlt at
etoniLes11 3 . ... _ ,(01,102 07, 365 672,921 41.0 6113, 720 716.0 +69,196

Total tradeagreetrent rolo-
niles I ................... . 10,483.20.334 10..3 . +20,34

Total ooanstle-oreement -- 01.-- -04,0countries 8 -------.. 1,268,704 1, 030, 785 ...... .......... '141, 203 6. 64,M

Total, all eomitre3 .. 2 902 019 1544, 180 693, 2,50 23 2 '1 254, 109 61S1. 1 -61,734
Cuba ..................... 76:150 10 ,444 6,,01 0 ' 13: 235 12. 0 +2,661

I Exprts frol 17. S. )elartnent of ('otmmerce.
SExcludes colonies.

* Except Cuba.
Exports Include British colonies and Notherland Indies, which were tIle only colonies that gave Its

telslqlons on texoN)ris. Ilplrt from all colonies Inoluded In total for noa-trade-agreement countries.includess Imports of all Items on whiloh duties were automatically redurod as bound by virtue of our
policy of generalizing tariffs.

Source: l, oporls from statIstIes of foreign countries: imports from U. S. Department of Commerop.
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TAHLE 2,--Toal concessions we received and gave on industrial products in terms
of 1938 trade

(In thousands of dollars)

'Trade-agreement country

Belgium .....................
Bra il ........................
Canada .......................
Colombia .......... .....
Cosa Rica . ,.....

.............

Ecuador I ......................
Ft Salvador ..................
Fiind ................
France I ................
Ottatemala ....................H ~aiti ' ... .................. .
Ionduras I ..............
Netherlands I
S'Veden ................
S tzerian .. ..............
Turkey i . ............. .
United Kingdom ............
Vexezuela ...........

Total, trsdo-agreement
counties 3 ..............

total, tradeongreom.nen colo-
nies ' ..........

T' otal, nooi-trale.agreeneit
countries 3 ..................

Total, all countries s ......

Cuba ........ ...........

Exports-total duty Inmprts- total duty Net gain
eollcsssons cnOcessions to tile

Totalex- TotalIm. i-.. . .. .. United
ports ports Stateson

Amount e orut t Percent duty con-
of total of total sessions

48,801 3R,22 12,268 25.1 8,127 21.3 4,111+
69,517 78, 762 23, 316 33.0 179 . 22,,Q7+

336, 240 2.1, PA)3 101, 677 45.1 200,402 80.0 58, 125-
42,30 40, 871 14,122 33.3 603 1 3 13,510+
4,471 2,785 501 11.2 12 .4 409+
4,701 1,435 1,002 21.3 259 1.0 743+
2,082 5,05 215 7.2 43 .8 172+

13,302 24, 10 5,033 43.9 10. 293 67.4 10,460-
107,842 43,020 4,760 4.4 15,740 36.6 0,977-

6,404 4,917 1,20 19.5 40 .8 1,226+
2,880 1,706 423 14.7 40 2.3 383-1-
3,092 411 603 10.8 6 1.1 030+

60, 193 10,122 8,203 13.0 2,03 12.0 5,980+
09, 420 44, .10 32. '22 40.0 32, 0WO 74. 1 578-
22,104 20,034 5,001 22.3 13,298 66.3 8,207-
12,087 2,377 1,179 11.4 611 25.7 888+

2.50,787 112,027 45, 18,3 81, 250 72.3 35.257-
46, 07 19,833 14,230 3. 3 14,976 75. 5 740-

1,108,339 700,328 323,333 20.2 330,787 30.7 73,44-

1,172 ......... .. 10,707 18.3 .......... ........ 1,707+

738, 286,234- 6382,672 13.4 302,672-

2,175,30)5 080,562 310,040 15. 770, 459 79.0 439,419

61,200 7,642 1 5 04 817 1,530 '7-t-f 44,413

I Exports from U. S. Depsrtmont of Commxereo.
I Excludes eolonieos.
S Excejst Cubas.
4Exports Include Blritish colonies sonl Netiierlands Ilies, which were ths only colonies thant gosio I%$

Concessions (in exports. Insports from all colonies included in total for non-trale.agreement countries.
5 Includes imports of all Items on which duties were automatically reduced or bound by virtue of our

policy of generalizing tariffs.

Source: Exports from slatistlcs of foreign countries; imports from U. S. Deportment of Commerce.

TABLE 3.-Concessions we received and gave on agricultural produds in terms of 1988

trade

(Amounts n thousands of diits)

Total
exports

Belgium .................... 37, 610
Brazil ........................ 2,003
Canada .................... 87, 770
Colnbla ................... 3,287
Costa Mlerl I............... 04
Fcadelor i .................. 6 .1
El Salvador .................... 522
Finland.................... 5,948
France ..................... 44,048
luAtermala W................... 6
HIL1l ' ....................... 720
Itonduras' ..................... 60
Netherlands I .......... 23,877
Sweden. ............... . 15, 804
Swiltzerland .......... .,240
Turkey I .................. 20
United Kingdern I .......... 263,100

See footnotes at end of table.

Total
tmosrta

3,,"0

18, 90
22,143
2, 507
2,275
1,130

7
r83

11,352
4,613
,256

5,2310
10,095

607
2, 739

12, 220
6, 338

E xpor ts-To t al
duty concessions

Amount

0,721
1,171

34, 88
2, 00

8160
&27
232

4,5,8
0, 100
693
1314
24

11, 5511,804|

3, 139
12

I28Z,440

P'eoeent
of toal

15.2
58.0
39. 7

91.601,0
81. 0
44.4
77. 1
11.6
(}9. 0
18.6
40.0
48. 4

60.0
90.7

CompetItivo in- Net ganl
ports-Total tottho
duty csncessios United

States
o n dilty

Percent conces-
Amount of total slins

2,042 03.7 3,679-
10,6528 05. 4 0, 387-
14,847 67.1 20,01t+
2,379 04.0 310-
2,275 100 0 1,409-
1,003 88.4 476 -

5 71.4 227+
363 62.3 4, 212b

4, 773 42,0 333
4,50 99,6 3,03

88 4.6 552-
6,14t 98,2 4,877-
7,7.0 77. .1,176+

204 31.0 11,690+
2, 200 83.0 1,053+

12,221 P0. 0 12,005-
3, 9m 02.0 252, 477+

712
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TABLE 3.-Concesion we received and gave on agricultural produz*t in terms of

1938-Continued

[A mounts in thousands of dolias

E xports-roiai

Total Total oncessios
exports Imports -

PercentAmount of to1al

Competitive im-
por ts-Tot a I
duty concessions

Amun PrcentAmutof total!

Nct gain
to the

United
Slates

on duty
conces-

sions

V n zuela ................ .,281 219 4.492 84.0 j 30 13.7 4, 452+T( I'l a r.ca; revi no i i.

country il ............... I, 8i 107, 057 :3 0, 0 0 1 70.0 74, 727 09.8 270, 361+
Total, trade-agroonment

colonies _ ........... 11,31! ... .. '1, 627 25.3 _ .---.... ... ... 3,627+To)ta!, no-t radle-afree-
flea'1t countries 3 .... 292, 630 272,305 _ - 140, 387 61.6 140,387-

TotaI, all countries ...... 1 .)9,,'14 379,172 351, iI 43.9 210,111 0 7 138, W0.-

Cubha ............. 2...... 2o, 8O2 0
- 

, 2730 1 o. ( ,,m0 P1. 1 1,, 0 12. 0 7, 95IT

I lixports from 17. S., Departlent Of Commerce.
E'xludes olonles.

I Except Cuba.
Exports include British colonies and Netherland indles, which, were the only colonles that gave us

conces.locs on exports. Imports from all connlrie.s included In total for non-trade-apreenent countrioq.
S Includes aIl items on which duties were ltomaOtically reduced or bound by virtue of our policy of

generalizing tarlifs.

Source: Exports frout statistics of foreign countries; Imuports from U. S. Department of Commerce,

TABLE 3a.--Duty reductions we received and gave on all prodficts in terms of 1988

trade

[Amounts In thousands of dollars]

Traaea.creenent country

llclglin .............
Brazil .. ..................
(an da ................ .......
Colombia .....................
Costs, Otlca i .. ..........
Ecuador I .....................
Mi Salvador ...................
Finland ............. _..... ....

Frar e I ........ ........
i aiIti ...................

1 0ll 0d ir .,; I ...................
Netherlands I ..................
Sweden. . ....................
Switreran .... ..........
Turkov I .... ............
United l.,gdol I .............
Venezuela.................

Total, trade-agreement
cosu;trios 3 ..............

Total, trade.agree meit
colonlessk_ _ . .

Total, non trade-agree-
illoot couuItrles .......

Total all countries ........

Total
exports

86,480
71.920

424,010
45, 050
5,410
5, 352
3, 504

10, 250
151,890

7, 1t5)0
3, 00
0,2 52

84, 370
85, 29028, 650
13,185
5! 3. 9.55

52,278

1, 80, 152

105, 483

1,268, 384
2,982,019
-7010-0o

Total
Imports

42,029
97, 748

250, 040
40, 3785, 080
2, 370
9,972

24, 769
54,378
9,530
2, 001
5r 677

30,117
4.5,007
22, 773
14,003

118, 36
20,092

Exports---dut y
reductions

Amount PercentAmut of total

9,623 4.96
17, 718 24.8

131,870 31.1
it, 11 25,0

595 11.0
80 16.4
13 3.9

1,323 6.9
9,778 3.8

471 6.3
124 3.4
297 4'8

2,704 3.3
337 (1)
858 0,3

1,604 12,2
45,089 8.8
9.122 9 8

807,195 J 232,036

1,030, -9, ....... .
1,884,10 230,010 1 7.0

Inlports-duty
reductions

PercentAmount of total

7,704 18.0
4,707 4.9

03, 83 2.0
18 (4)

(3) (43
238 10.0
43 .8

1,174 4.7
21,368 3). 3
(2. . (4)

7 .2
.1

8.425 20.0
2, 7,56 .1

14. NS7 61.9
11, 727 78.2
28, 865 24.2
14. M 75 0

1t9,573 21.0

'137.77 13.3
3 7, 330 I1. 7
13,23 5 1 _ 2. 6

Net gain
to United
States on
dnty ro-
ductions

2,171-
12,951+
78,287+
11,397+
6,12+95+
140+

1,5,6590-
471+
117+
292+

.0L31-
2,410-

13,229-
10,123-
16. W08+
0.874-

62,463

4,874+

137, 757-
70,420-

_'K -20-4

i Exports from U. S. Department of Commerce.
I Excluding colonies,
' Less than $1,000.
4 Less than one-tnth of 1 percent.
& Except Cuba.
4 Exports Include BritIsh colonies and Netherland Indies, which wore ths only colonies that gave us con-

cesoils 011 exports. InporVs from oil colonies included In total for non.trado-agreement countries,
'Includes Imports of a1 Items on which duties wore automatically reduced by virtue of our policy of gen-

eralllng trails.
Source- Exports from statlstles of foreign countries; imports from U. 0. Department of Commneoe.
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TALE 4.---1u)y redteions we gave and received on agricultural products in term.
of 1938 trade

Trade-agremont cottotry

Belgium .....................
Brazil .............. ...
Canada .......................
Colombia.......... ......
Costa Rico ....................
Ecuador I ...... ........
El Salvador.............. .
Finlamid ......................
F ra nce . ------. -.-----.......
Guatemala ...............
H aiti I ......... ... ......
IIondtras ..............
Netherlands 2 ..........
Sweden ..............

a, Itzerland
Turkey 1 ... ..................
United Kingdom 2 .............
Venezuela ......................

Total. trade-agreement
countries ............

Total, tradeagraement colsuies..
Total, non.trade-agreement

countries 5 ..................

Total, all countries 3 ......

Cuba ................

Itn thousands of dollars]

EXpIorts, duty
Total reductions

Total compli-
e sports tire

lot ports Vereetaf

Amutof total

37,619 3,800 2,5 5.5
2,003 18,986 172 8.6

87, 770 22, 143 15,01.5 17.1
3.287 5507 1,877 57.1

945 2.275 278 29.4
0151 1,135 517 79.4
522 7 57 11. 9

5,048 83 1,178 19.8
V..048 11,352 3,619 8.9

9, 4,,13 55 9.8
720 1, 256 M 7.0
WA) 5.230 130 19.7

23,77 10. 995 2. 784 11.7
15.861 57 2.327 14.7
6,216 2,730 218 3.15

208 12.226 128 60.8
5 8 .338 9,1.52 11.9

5,281 2101 2. 47.9

,194,81:3 107,5067 82,387 12.5

14,311 ----- - 06 .7

292,530 272,305.. ............

809,651 379,372 82.088 7.8

20,892 97,273 12,875 81.8

Comielltive lin.
ports, dlty to,

duotlons

Amilot recent
of to( l

373 0.8
4,517 2 28

12,:431 .91.1
(3) (

38 612,3
4.685 41.3

() (4)
(3O) I 115

7,224 6.7

5280 83.I " ..........1,891 9 r,.o

47,202~ 41.1-- .... .....
7 57, 753 21.2

1485 27.6

11,705 12.0

Net gafin
to Unilsc't
Stores OR

duly
reolov,

1, Sl' -

4, 345 .
2,514+
1,877+

27S+
514+

57+
815 +

1,649-
25+

130+
4,430-
2,3271-
2,068-

11,565-
26, 52 ,-2, 51)8+

15,385-

99+

57, 763-

42, 209-

1, 1704-

I Exports from U. S. Department of Commerce.
' Excludes colonies.

I Lm than $1,000.
I ess than one-tonth of I percent,

' Except Cuba.
Exports Include British colonies and Netherland Indies, which were the nty colonies that gave us cot.-

eaaions on exports. Imports front all colonies included ill total for non-trade-acreeuont countries.
Includes imports of all items on which duties were automatically reduced by VirtIC of our policy of

generalizing tariffs.

Source: Exports fromo statistics of foreign countries; imports from U. S. lepartlent of Counucre.

TABLE 5.-l)ty reductions we gave and received on industrial products in terms of

1938 trade

ifn thousands of dollars

Trade agreement country

BDelgium .............................
Blral .......................
Canada ..............................
Colombla ...........................
Costa Rica t .... ..............
Ecuador k..... ..... .............
Fl Salvador............... .....
Finland ...................... .....
France$ .............................
Iuatemala ........................
E[atl ... .............. ..........
Honduras I .....................
Netherlands ' ............ .......
Sweden .............................
Switzerland .......................
Turkey ' .............................
United Kingdom $ .......... ......

See footnotes at end of table.

Total Total
exports imports

Export-
reduc

Amount

48,881 .38,220 3, 564
60, 517 78,762 17,546

336,240 24, 503 116,826
42, 36 46,871 9, 533

4,471 2,785 318
4,701 1,435 303
2,982 5, 65 81

13,302 24.186 119
107,842 43.020 2,739

8,494 4,017 417
2,880 , 1705 9
802 441 197

0, 493 19,122.
69,426 44,410 1,042
22,404 20,034 045
12,987 Z377 1,479

250,787 112 027 14, ,38

-- duty Imports--duty
tlons reductions

Percent Amount Prcent
of total of total

7.3 7,422 19.4
25.2 261 .3
34.7 41, 12 17.5
22.5 18,128 3S,7
7.1 .............
7.7 224 10.3
2.7 43 .8
1,1 812 3.4
2.5 15,437 38
0.4 .............
2.4 7 0.4
3.0 3 1.1

8. 0 4.3
1.8 2,750 6.2
2.0 11,802 8.9

11.4 31 1.3
6.0 24, 56 22.3

Not gain
to United
States on
duty ro.
ductions

-3, 8s
+ 17, 23
+75, 67:t

-8, u
+31s
+12s*
+34-667

-12,608
+417
+62

+112
-830)

-1,714
-11,162

+1,44,
-10. o14

714
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TAo,t 5.- -)uty reductions we gave and received on industrial products in terms of

1938 trade-C-('ontilued

[In thomiands of dollars]

E.xot rts-dity hinjiorLs -duty Net gait)
reductions reductions to United

'[rule agreement 'Ottot1ry -ol To--- Statws (Inxpotls m alIpo I Percent n Percet (duty Tv-

Aiiounti oftotal Amount o otal tltctions

Venezuela........................... - 6,97 0,83 2,614 5.0 14, -7. 12,351

Total, trade agreement Coun-
Ities 3 .......-------- 1, 108,339 700,328 172,485 16.6 138,820 19.8 +33,650

Total, trade agreement coloies$.. 01, 172 ......... 4,775 ,2 ......... .... -+4, 77"
'lo tot, tioun -t r ade -aegr e oic n

cottntre 3 d- - - -. .. 476,854 286,24 1 77,400 27 1 -77,460
Total, all countlres 3- , 175, 365 04 662 9.-1 210,280 21.9 -39, 039

6429 7,5142 2-3 7 31 1,530 2. 092

Exports from Ut, S, )'lirtililtt of (onhlnerce,
t Excludes eolonles,

Except Cuba.
X Fl orts Includo lritish cltoles ad Netherlands Indies , wtileth were thi' only colonies that Rave us on.

cesslons on exports. Imports front all colonies. Included In total for non-tratle-agrevenieit countries,
5lneludes Im1ports of till iterns on which duties %%ero automatically reduced by virtue of our policy of

gencralhlgn tariffs.

Source: Exlxrts front sltisiles of forehin coutitrlos: Ilnport from V. S. ttepitrlnrent of Conmtnerce.

StimmarY of changes in balance of trade wtith trade agreement ani nontrade agree.

ment countries

[Vutiles Inr thotusandts of dollarsJ

Change
2 yeors 2 yea rsItetti before I after I Antount Percent

Exc's-s of total ex iorts over total Imprtts:
'rade cstintrles . ............................ 29, 00- 104, 000-1- 133, S0W+ 3)
Nuntrade countries t. . . . . . .. 363,64+ 6944. 310.1- 230.06M 03. 4+

'Totat world ................................ 334, 1-- 098,310-h 341, 15+ 100. 0+

Fress (if Intustrial exports over industrial iiports:
'Trade eountrlC 3.. ................... . 151, 00+ 34,00--. 198,6+ 131.5+
Nonlrade countries t ............................. 388,654+ 803, 718-I 415,061+ 100,8+

Total world .............................. M9,654 1 1, 1 , 218+ 613,5W4+ 118.7+
E\cess of all acrtrultural e\ports over eomtieptltive ugri.

ctltural Ilports:
Trade ncitites

I 
............................ 31 000- 92, 00 0- 56,000- 155.6--

Nontrad countries . . ..... . . 276, 264+ 32, 44, 214- 16.0

Total world ......................................-240,261+ 140,050-- 100,214- 41.7-

L For irade-agreement coustrlos captIons 1'2 years before" and '2 years after" denote the averages of 2 years
prior and 2 years after tire year in which a trade agreoenet Iecae first effective. For nontrade countries
the "2 years before" Is the average of 1934-36, and ho ''2 oars after" Is the average of 1937-31.

1 Only luvltidenall 13 eountrles with whlch agreements w-crc made prior to 1937; as It Is Impossible to make.
an adequate eomparlson of irade-agreetnent countries signed later than 1930. The following trade countries
have not been Included: El Salvador, Costa Rice, Cecloslovakla, Eqluador, Nlaragua, Turkey, Untled
Kindom, and Venozuela,

So t possibItI to oornpute, .
Ineluides all countries with which trade agreemtents were not mado prior to 1037.

Source: All bae data compiled frout U. 8. Delartmont of Commerce and It. S, Departtent of Agreeu-
ture statistics,

215171-40----40



716 RECIPROCAL TRADE AGREEMENTS ACT

TABLE, 8.--Value of United States agricultural exports and competitive agricultural
imports 2 years before and 2 years after trade agreement

fAli values in millions of dollars)

Country

Belgilun. ---------
Brazil.............
Canada ..........
Colo mibaa..........
Cuba ............
Finland ............
France and colonis.
Giaten la .........
Haiti ...............
Honduras ..........
Netherlands a n d

colonies ...........
Sweden .............
Switzerland .----

Total .-......

Yearagree

lent
wasmade

Agricultursl exports

Be. After
fore

1935 10.0
1038 1,0
1936 44.0
1936 1.5
1034 7.
1930 3.0
1936 48.5
1935 1.0
1935 1.0
1936 1.0

193 19.0
1935 9.0
1936 1.5

.....154. 5

Change

Amount Per.
ceat

8.0+
0.5+

30.0+
1.5+
7.5+
1.0+
4,0+

22.5+
.5-

84.6+

60.0+
33.3+
81.8+

100.0+
100. 0+
33.3+
8.2+

&K 6'-1
50.0-1

118.4+38.9+1
33.3+

54.1+1

Agricultural competilive
Imports

Be. After
fore

Change

Amount Pecent

0.0+ 211.0+
12.0+ 100.0+
6.5- 11.4-

1.0+
7.5+ 48.4+
2.0+ 80.0+
0.5+ 100.0+
1.11- 14.3-

Excess of agri.
cultural ex.
ports over

agricultural
comlptitivein sorts

BeforeI ft

13.5+
10, 5-i,0-
13.0-

1.0-
418.5-
3.0-1-

33.0+
1.5-
0.5+

6.6-

34. 01.01: 7.-- 117.0+ 15.0-1.0 1.0 .. .1
2.0 3. 0 .. 1.0+1 50.0+ .5-

100.0 331.0I 140.5+ -73. 81 3.0-

15. 54
22.0-
29.5+

0.5+
01.0-

3.0+20.5+
3.5-

5.5-

40.5-.11.5+
1.0-

02.0-

I Only Includes countries with which agreetnents were made prior to 1937. "Befor" and "After" captions
denotes the average of 2 years prior and 2 years after the year in which an agreement with each individual
country was first made.

Source: Compiled from U. S. )eparttment of Commerce yearbooks and work sheets of the U. S. Depart-
ment of Agricilture. Classiflcatio of agricultural exports and eoupetitivo agricultural Import. Is theosase
as endorsed by the U. S. Department of Agrictlture except that hiaais have been added to competitive
agricultural imports. However, Imports of bananas "before" and "aftec" only Incraseud 2.5 millions or 19.2
percent whereas all competitive agricultural Imports Increased 73.8 percent.

TABLE 9.--Value of United States industrial exports and industrial imports 2 years
before and 2 years after trade agreements I

[ai values In millions of dollars

Industrial exports Industrial Imports Excess of ox-
Year ports over
agree- Change Chango Inmports

Country meat
was Be- -f -- - lie- After

made fore fore Afr- Pe -
Amount Amount er. 110 After

centcent fore

Belgium .......... 1935 30.0 62.5 22.5+ 7.0+ 22. 0 58.0 36.0+ 183.6+ 8,0+ . 5-
Bro.il .............. 1036 40 0 63.0 23.0+ 57.5+ 2.5 .0 2.0+ 80.0- 37.5.1 58.5+
Canada ........... 1936 2. 5 302.0 138. 51- 54.0+ t9. 5 275.0 75.5+ 37.8+ 4.0+ 117,0+
Colombia ........ 1938 20.0 37.0 17.0+ 85.0+ 5.5 1.0 4.0- 72.7- 14.6+ 35,5+
Cuba .............. 1034 10.0 48.0 29.0+ 152.6+ 3.5 5.0 1.5+ 42.8- 15.6+ 43,0+
Finland........... 1036 3.0 8.0 5.0+ 11.6+' 10.0 17.0 6.6+ 81.0+ 7.5- 9.0-
France and colontfs 1038 74.0 109.0 35.0- 4.0! 45.0 s0.0 8.0+ 11.1+ 2.5+ 80.5+
Guatemala ...... 1930 3.0 6.0 3.0+ 1iD0.0 .. 1,0 1.0 .. 3.0+ 6.0+
Haiti .............. 1035 2.5 3,0 0.5+ 20.0+ .. ..................... 2.8+ 3.0+
Honduras ........ 1930 8.0 .0 .0. ...... ...... ......... ..... .0+ 0.0+
Netherlands a nd

colonies ........... 1936 55.5 111.5 01. 0+ 100.0+ 43.0 53.5 10.0+ 24.4+ 12.5+ 03,0+
Sweden ........... 1035 18.5 41.0 245+ 148.4+ 3216 62.5 200+ 61,. + 1.0- 11.5-
Switzerland ........ 1938 6.0 7.5 1. 5+ 25. 0+ 13.5 21.5 8 0+ 59. 

2
+ 7. . 14, 0-

Total ......... -------- 11 i ). o 3 . 317.5 1- 1 . . l 3

I Only Includes countries with which agreements were made prior to 1937. "Before" and "After" tap-
tions denote the average of 2 years prior and 2 years after the year In which an agreement with each indI.
vidual country was first made.

Source: Compiled from U. S. Department of Commerce yearbooks and work sheets of the U. S. Depart.
ment of Agriculture. Classifications of imports are the same as endorsed by the U. S. Department of Agri.
culture except that rubber has been added to Industrial Imports,
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TABLE 10.--United States domestic exports, industrial production, and wholesale

commodity prices

Industrial produe- Total Wholesale prices Total
tion (1923-2= 100) United (1924-20=100) United

States States
exports exports

United Foreign (1923- United Foreign (1924-
States countries 25 =100) States countries 29-100)

Calendar year-
1929 ........................... . 119 135.6 115.3 97.1 94.4 296.8
1930- ................................. 96 124.0 84.9 88.0 82,6 78.3
1931- ................................. 81 110.0 53.2 74 3 71.9 49.2
1932 ................................. 04 97.0 35.3 60.1 68.0 32.8
1933 .............. ............... 70 107.2 3&.9 67.2 68. 2 34.1
1934 ----------------------------...... 79 116.4 47.1 76.4 69.0 43.5
1035 ..... .. .............._...... 90 124.3 80.2 81.5 70.1 46.4
193A- .................................. 105 132.0 94.1 82.3 74.0 50.1
1937 ................................ I 144.1 73.8 87.9 87.6 68.3
1938-_ -- .... ......................... 8 141.1 68.4 80.0 86.5 63.3
13- ................................... 105 1 IGO, 0 69.9 78.4 (1) 64.7

I Preliminary.
'Not available.
Source: Industrial production and wholesale prices from 194G Agricultural Outlook; Exports from U. S.

Department of Agrioulture.

TABLE 11 .- United States exports of doneestic seerchandise before and after deducting
foreign countries' profit from the United States gold buying prororan

Net gotl imports Domestie merlchatdis exports
er AAdvantage toCatendaar ri$5.7 other rontrios

Actual value All at $20.07 Gross valtte Net value|)or oulnce

102 .......... $175,086,000 $175,0606,000 ............ $5,157,083,060 $5,157, 083, 030
1930 ................... 0, 807, 000 280,087,000 .............. 3,781,172,000 3,781,172,000
1931 .................. 145, 325, 00 145, 325, 000 .............. 2,377, 82, 000 2, 377, 982, 000
1032 -----............. 446, 213,000 I 440, 213,000 .............. 1,676,.31,000 1,576,161,000
1933 ......... .. ._.'173,455,000 ' 102,338,000 ' $7, 117, 000 47, 220,90 1,718,337,000
1934 ................... 1,131. M, 000 667,876,000 4M3, 118, 000 2,1 190, 135 000 1,636, 017, 000
1035 ................... 1, 739,010,000 1, 02A5,021,000 712, 998, 00 2, 24 k. 08. :000 1,930, 83, 000
194 .................... 1,116,684,000 058,785,000 467,799,000 2,418, 969,00 1,961,170,00
I937 .. _..... ...... 1,985,03,000 035,447,000 050,056,000 3,298,929,000 2,648,873,000
1638 .................. 1,073, 09, 000 1, 194,400, 000 80,163,000 3,057,160,000 2,248,006,000
1939 ................... 3,574,151,000 2,108, 749,00 1,465,402 000 3,123,869,000 1,58,407,000
1929-33 ............... 3,838,900 10,385.000 1 14,223,000 2,907,921,000 2,922,144,000
,935-30 ............. 1, 097,7 , 00 1,178 682, 000 819,083,000 2, 28,403,000 2,009,325,000
1934-35 ................ 1,435, 507, 000 846,948, 00 088,550,000 2,171, 908,000 1,983,09, 000
1937-38 ............. 1,779,930,000 1,949,026,000 729,610,000 3,178,049,00 2,448,439, 000

3 Denotes red figures.

Source: Net gold Imports, from Federal Ileoserve Board; exports of merchandise, from U. S. Department
ofAgriclturo.

The CHAIMAN. I should like to place in the record, following the
testimony of Mr. Hohnan, the text of a letter addressed by the Secre-
tary of State to the Honorable Phil Ferguson. In this letter, which
was printed in the Congressional Record of January 25, 1940, the
Secretary of State categorically denies that the trade agreements in
any way circumscribe the right of the United States to adopt and
enforce any sanitary laws or regulations which may be deetned
necessary.

(The text of the letter follows:)
DEPARTMENT OF STATE,

Washingto, January 25, 1940.
The Honorable Pam', FETaUsoN,

House of Represen ative&.
My DEAR Ma. FmsousoN: I have received your letter of January 22, 1040, and

I am pleased to confirm your impression that there Is no relationship between
the proposed sanitary convention with Argentita and trade agreements.
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No trade agreement entered into with any foreign country has affected or in
any way relaxed the laws governing sanitary regulations and inspection of fooI
products imported into the United States. 'As a matter of fact, it is custoinarv
to include in trade agreements a provision making clear that sanitary leasures
are not affected. For example, article XII of the j)resent trade agreement with
Canada reads in'part as follows:''2. Subject to the requirement that, under like circunistances and conditions.
there shall be no arbitrary discrimination by either country against articles the
growth, produce or manufacture of the other country in favor of the like artir Ins
the growth, produce or manufacture of any other foreign country, the. )rovisnitn
of this agreement shall not extend to prohibitions or restrictions. * *

"(b) Designed to protect lnnan, anintal, or plant health or life * *
Substantially similar provisions are included in other trade agreements.
i response to your question concerning chilled and frozen beef, no concession

has been granted on these products in any trade agreement so far conchlded iot'
is any concession under consideration.

Sincerely yours,

The CHAIRMAN. There will be inserted in the record, a statement
submitted to the committee by Mr. John B, Gordon, Washington
representative of the Bureau of Raw Materials for American Vegetables
Oils and Fats Industries.

STATEMENT OF JOHN B. GORDON, WASIIINOTON RE'RESENTATIVE OF TIlE BUREAU
OF RAW MATERIALS FOR AMERICAN VEoETARIE OILS AND FATS INDUSTRIE.s,
IN SUPPORT OF HousE JOINT REsOLUTION 407 TO EXTEND ltEC1PROCAi TRADE
AGREEMENTS ACT, BEFORE SENATE FINANCE COMMITTEE, MARCH 5, 194t

Mr. Chairman and iieiabers of the consmittee, we believe that the Trade Agree-
ments Act has been a definitely constructive force in our national economy. It
has served to build tip the foreign commerce of the United States in faria and
factory products. It has srved as ai ameliorating influence in reducing excessvt
tariff barriers throughout the world. When peace is restored, it will be one of the
effective contributions which our country can make toward rehabilitation. We
are, therefore, for the renewal of the Trade Agreements Act without crippling
amendments, such as Senate ratification.

The 22 trade agreements already negotiated have beet of benefit to various of
the vegetable oil indstries. Paint, varnish, enamel, and lacquer makers specifi-
cally have secured enlarged export outlets on paint in agreenients with six countries.
Nine countries have granted concessions oin our varnish exports. ,'icven countries
have reduced import rates on our lacquers, and five have admitted our enaniels
at lower duties.
Our exports og lacquers, ready-mixed paints, enamels and varnishes increase([

to countries with which we had trade agreements to 1,225,949 gallons in 1938 front
629,494 gallons in 1933, or an increase of 94.8 percent, while during this saint

period our exports to non-trade-agreement countries increased only 68.5 percent
om 1,261,867 gallons in 1933 to 2,126,650 gallons in 1938. Total exports ill

1938.ainounted to 3,352,599 gallons, allieded at $6,211,000.
In the soap, cosmetic, and toilet preparations field 12 trade agreements nego-

tiated with foreign nations accord improved trade treatment of these articles,
and 13 contain tariff concessions. Exports of soap in 1939 totaled 28,639,000
pounds, an increase of 7,000,000 pounds over 1933, the year prior to the adoption
of the reciprocal trade-agreements program. There are no figures- available for
the entire year of 1939 covering destination of exports, but it is of interest to note
that exports of soap to trade.agreemneut countries in the 3ear 1938 increased 36.1
percent, as compared to 1933, while exports to non-trade-agreenlent countries
declined 17.77 percent. Total exports of soap in 1938 were 22,489,364 pounds.

In the naval-stores industry, which is closely allied with the vegetable oil
industries, particularly the paint, varnish, and soap industries, reductions in tn-
port duties have been granted by three countries which are parties to trade agree-
mdnts. Naval stores wQre bound on the free list, in the trade agreement with
Great Britain, -which is a'consideration of importance, as Great Britain takes
one-fourth of the annual exports of rosin and turpentine froi the United States.

Several of the asembers of this assodaldtion process oils for imn in the tanning
industry, They are favorably affected, therefore, by the 19 reciprocal trade
agreements containing tariff concessions on leather and leather products.
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-Sotme of tile ftiris which I represent process oil for use in the tanufacture of

textiles. These firms have been beneficially affected by increased exports gained
by the textile industry through tariff concessions in eight or more reciprocal
trade agreements.

Another product oil which tariff concessions have been granted in 15 or more
agreements, which is of interest to the vegetable oil industries, is rubber tires and
other rubber products, as zinc laurate made front coconut oil is used in
the manufacture of rubber goods.

RECIPROCAL TRADE-AOREEMlENT8 PROGRAM HAS SERVD USEFUL FUNCTION IN
STABILIZINO iRIICES OF HAW MATERIALS OF AMERICAN INDUSTRY

In addition to providing enlarged export outlets, the trade-agreements program
hws served a useful function it stabilizing the prices of the raw materials of prac-
tically every branch of American industry. As alt illustration, I will mention that
concessions granted by the United States on imports front trade agreement
countries have iteluded reductions in rates of duty applieable to more that
twenty raw materials employed in tite inakitig of paint, varnish, enamel attd
lacquers although only one of these concessions involved at) oil or fat. In tite
Braziliat trade agreement the duty on castor beats, from which castor oil is made,
was reduced from one-half to one-quarter cents per pound, This change was
tttot fortunate, as the war in Chiina has made it impossible to secure att adequate
su apply of tung or vood oil, and dehydrated castor oil is the most generally used
su bstitute material. It is also indispensable in the role of plasticizer itt making
lacquers.

The National Cooperative Milk Produtcers' Federation has taken occasion in a
brief filed with the Ways and Means Committee to censure those in charge of the
reciprocal trade agreettents program for having been engaged, itn the words of
tie Milk Produeers' Federation, in "breaking down tite oils and fats price struc-
ture." Examnation of the charges made reveal that the source of the complaint
appears to be as follows:

"The duty ot edible pahtni-kernel oil has been reduced from one to one-half a
cent per poifid. Expressed or extracted ali and bahtassit oils, and inedible
palm-kernel oil have been bound ott the duty-free list in their duty-free status.
The 20 percent ad valorem rate oi shark and shuark liver oils has beet reduced to
10 percent. Tie ditty on crude sperm oil has been reduced from 5 to 2 cents
per gallon. Babassut ttts and kernels, paltn uts and paltn nut kernels and copra
have been found on the free list. Itt tite course of a year we import in terms of oil
approxitnately 300,000,000 total pounds of tite above-listed commodities."

With your kitd indulgence I will review briefly the changes which have been
made in the oils and fats tax and tariff rates. I should state in the beginning
that the changes are so trivial that it is quite unusual that anyone should have
thought it worthwhile to comment oit them.

The first change in tariff rate referred to by the milk producers is the cut in the
dity ott edible palm-kernel oil from one cent to a half cent per pound. This
reduction was toade it the British trade agreement and became effective January
1, 1939. In the first full 3,ear of the operation of tite British agreement, the
imports of edible palt-kernel oil into the United States totaled 1,011,000 pounds,
as contrasted to imports of 2,383,000 pounds in 1938, a decrease of 472,000 pounds.
Our domestic cottsumption of all oils atid fats totals 9,800,000,000 pounds per
atltum. It may be seen, therefore, that the concession ott edible paltn-kernel oil
to Great Britain couhl have had not even tile most trivial effect ott domestic
oils and fats prices.

The second change made, of which tite Milk Producers' Federation complains,
is the reduction in the 20 percent ad valorem rate ot shark atld shark liver oil to
10 percent, made in the second Canadian agreement. It is even more remarkable
that any mention was made of this cut in rate of duty, as there have been imports
of only seven tank cars of shark liver oil from Canada since this concession was
made, compared to none prior thereto, and a fow thousand pounds have come in
from Mexico. Total imports for 1939 were 467,480 pounds. Such imports as
have been made, have been employed in the production of oils for sale to stock
feeders and chicken feeders, the usage for which purpose could not have been of the
remotest interest to the Milk Producers' Federation. Shark and shark liver oils
are high vitamin potency oils, whielt are valuable for the same purposes for which
cod liver oil is employed, and cod liver oil, it should be stated, has been on the
free list for many years because of its great valuie to livestock and chicken feeders,

The third clatnge In rate of ditty to which the brief of the milk producers, as
filed with the Ways and Means Cottttittee, takes exception Is the cut ott crude
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sperm oil from 5 to 2M cents per gallon. This concession was made in the first.
Canadian trade agreement, effective January 1, 1936. Imports of crude sperm
oil in the year 1939 totaled 2,496,980 pounds. Imports in 1935, the year prior to.
that in which the concession was granted in the Canadian agreement, totaled
2,337,638 pounds.

It is hardly understandable that these relatively small imports of an oil, which
is used mainly in the manufacture of lubricating oil for rapid-running light
machinery, also for leather dressing and for the tempering of steel, could be of any
interest whatsoever in a competitive way to inilk.producers. It would appear
that the Milk Producers' Federation is hard put to it to find ground for criticism
of the reciprocal trade agreements program in mentioning these trivial changes
which have been made in fats and oils rates.

OILS AND FATS RATE CHANCES TRIVIAL

It will be noted that at the bottom of the paragraph whici I have quoted from
the National Cooperative Milk Producers' Federation's brief, it is stated that
"In the course of a year we import in sterns of oil approximately 300,000,000 total
pounds of the above-listed commodities." In this connection, it should be
pointed out that the three rate changes which we have discussed are the only
rate changes which are enumerated in the brief of the Milk Producers' Federation
as having been made in oils and fats duties. It is obvious, therefore, that the
imports of 300,000,000 pounds in terms of oil come in in the formi of oils and fats
or oil-bearing materials which were merely bound on the free list, where those
in charge of the reciprocal trade-agrecments program found them. In other
words, absolutely no change whatever was made in rates of duty on oils and fats
which resulted in an increase of imports, with the exception of the almost in-
finitesimnal increase il the imports of crude sperm oil, a lubricabng oil, and the
even more infinitesimal increase in the imports of the high-vitamin-potency oils--
shark and shark liver. This, of course is an unfortunate defect in the program,
as the import taxes on many oils and fats are high beyond the leal is of reason
and could properly have been made the basis of trade-gaining .!oncessions, but
our reason for considering it as a defect is quite different from those advanced
by the milk producers.

As previously mentioned, those in charge of the reciprocal Irade-agreements
program bound palm and babassu oils and inedible palIn-kernel oil on the duty-
iee list, where they had been placed by Congress. They also bo md babassu nuts

and kernels, 1almn nuts and palmn kernels, and copra o1 the fre, list, where they
found them. It should be stated, however, that this binding en the free list was
more apparent than real in respect to all of these nmitrials, with the single exceps-
tion of babassu kernels, as all of the oils involved except babasiu bear a processing
tax of 3 cents per pound, which is equivalent to an import tLx of 100 percent ad
valorem or greater. Obviously, this rate is higher than lost any tariff rate which
is in effect against any commodity or article which is imported into the United
States when considered on an ad valorem basis. The average ad valoren equiva-
lent of the rates in the Smoot-HIawley Tariff Act was 75 percent, when enacted
in 1930. We do not believe that the reciprocal trade-agrenements negotiators call
be justifiably criticized for acceding to the request of the Netherlands and Great
Britain that palm and palm-kernel oils be bound age inst further increase in
rate of excise tax, in view of the fact that this excise ta, constituted a tariff duty
higher than almost any tariff duty on our list of dutiAble articles in the Tariff
Act of 1930.

CANCELATION OF ONE ITEM MEANS ENTIRE AGREEMENT MUST BE RENEGOTIATED

It has been urged before this committee that the binding of palm and palm-
kernel oils at the present rate of excise tax and th ! binding of babassu kernels
and oil on the free list in the Brazilian trade agreement be canceled. This would
be tantamount, of course, to cancelation of the trade agreements with these
three countries, for, as was pointed out in the testimony of the Secretary of State,
Cordell Hull, on February 26, it is Impossible to cancel a single item in a trade
agreement without throwing the entire agreement open to renegotiation. Since
the trade agreements with Great Britain, the Ne',,herlands, and Brazil are among
the most important in effect, it can be seen that .,reat risk would be attached to a
move which would result in absolutely no benefit to anyone.

The 100-percent ad valorem excise taxes on oilu and fats have been in effect since
tbe year 1934. In this 6-year period It has been possible to make a careful study
of these excise taxes, and it is the carefully cotisIdered opinion of those experienced
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in tire trading of oils and fats that the excise taxes have done far more harm to the
domestic producers of oils and fats than they have brought benefit to them.

The effect of tire excise taxes has been manifested in tire main in two directions.
First, they have reduced tire value of the oils and fats against which they were
levied in international markets, with the result that whenever domestic prod rcers
of oils and fats export their lard, their soybean oil in the form of soybeans, etc.,
into the markets of the world, they encounter the competition of these oils and fats
in far more intensified form than they ever would have had the taxes not been
placed. The effect of these excise taxes on paln, paim-kernal, and coconut oils has
been to force our chief export fat, lard, so low in price that frequently during the
past year and at present it IS iL competition with low-grade inedible animal fats and
greases in the soap kettle. This was the direct result of the low prices at which
export lard has been forced to sell in European markets during the past year as
the result of tire competition of the oils and fats, on which we had levied excise taxes.

EXCISE TAXES ON IMPORTED VEGETABLE OILS HAVE DONE MORE HARM THAN GOOD

That the excise taxes levied in 1934 had the effect of reducing the prices at which
the oils and fats to which they were applicable sold in international markets, is
readily obvious from the fact that almost immediately following the imposition of
these excise taxes, the prices of these oils and fats broke away fronr the general
average value of all oils and fats and sold considerably below the general price
average. Whereas prior to the imposition of the excise- taxes there was a close
relationship between the price index numbers of paln, paln-kernel, and coconut
oils and the average price index number of all oils and fats sold in internationalmarkets, after the excise taxes were levied in 1934 there was a marked divergence
in tire price index lines of the three oils in question from the average price-index
number of all oils and fats sold it) international markets, dir to the fact that these
three oils sold at prices considerably below those at which oils and fats not affected
by the American excise taxes sold in international markets.

It is the settled conviction of those who have had experience in dealing in oils
and fats in international markets that if, by any cireuanstance, the Congress
should ever decide to increase the excise taxes on oils and fats, we might as well
say good-bye permanently to any export business which this country possesses in
oils and fats. The effect of these increased excise taxes would be to diminish
further the prices of competitive oils and fats in international markets and make
it even more difficult to sell lard in competition therewith in European markets,
In place, therefore, of "preventing domestic producers from us[ig the tariff and
internal tax method of fortifying their incomes," as claimed in the brief of the
National Cooperative Milk Producers' Federation as filed with the Ways arld
Means Committee, the administrative agencies in charge of the reciprocal trade-
agreements program when they bound the rates of excise tax on palm and palm
kernel oils and, inferentially, that on coconut oil when copra, tire raw material
from which it is made, was bound on the free list in the British agreement, they
merely protected these producers from further injury in saving for them what
was left of the domestic export market.

EXCISE TAXES ON VEGETABLE OILS HAVE REDUCED PURCHASING POWER OF
IMPORTANT EXPORT MARKETS

A second effect of the excise taxes levied In 1934 has been to decrease the pur-
clhising power of the areas from whence come the oils and fats against which the
taxes were levied. For illustration, the Netherland East Indies, which bought
more than W$35,000,000 worth of American merchandise in 1939, could in all
probability have purchased an additional $4,500,000 worth of Amcjican-produced
merchandise had the excise tax of 3 cents per pound not been in effect on palm
oil with corresponding diminishment of tire ability of palm-oil consumers in the
United States to pay a proper price for the palm-oil supplies which they pur-
chased.

It must be obvious that the consumer of palm oil In the United States who is
forced to pay into the United States Treasury 3 cents on every pound of palm oil
which he utilizes in the manufacture of soap or other Industrial product cannot
pay in addition thereto the normal price of the oil. Sice the United States is the
largest consumer in the world of oils and fats, it Is obvious that the price which It
pays must set the price in world markets of oils such as palm and coconut, of
which it Is tire world's largest consumer.

The Philippine Islands, which in 1939 purchased $100,000,000 worth of Ameri-
can merchandise and ranked fifth in the order of importance In our export markets,
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could have purchased a considerably larger o]unie of Annericas-prodirced mer-
chandise had the 3-cent-per-pound excise tax collected on Philippine coconut oil
nat reduced the coconut-prodUcing provinces of the Philippines to a state of im-
I)overishiient. Whereas these areas were formerly among the heaviest consumers
in the islands of American exports, stich as canned milk, flour, textiles, etc., their
buying power now is almost nothing. The fact that we return to the Philippines
in the vicinity of $15,000,000 per annun in the form of the collections made on the
processing tax oi coconut oil clees not aid the purchasing power of the quarter of
the population of the Philippines which is dependent upon the coconut industry
for its livelihood, as, under the terms of the Revenue Act of 1934, none of the
proceeds of this tax may be remitted to the cocomint producers.

The pujrcahsing power of the areas on the west coast of Africa, from whence
come inip)rtant supplies of palm oil and palm kernels, has been diminished to an
important degree by the 3-cent excise tax levied on pahn and palm-kernel oils,

Since the chief usage of paln, palm-kernel, and coconut oils in the United
States is in the manufacture of nonedible industrial products, we take occasion to
again suggest to this committee that the proper solution of the argument as to
the admission of these necessary oils into the United States market is to permit
the excise tax-free usage of such of them as arc employed for industrial usage.
Had Congress followed such a procedure in the past, it is easily demonstrable of
proof that the industrial users of oils and fats ih the United States would have
kept the price levels of these oils in international markets at their former levels
as compared to the price levels of other oils and fats, which is something they
cannot do at present in view of the fact that they most pay 100 percent ad valorei
tax before they can use a single pound of them in manufacturing their industrial
products.

The producers of oils and fats in the United States are engaged ioaiily in the
production of oils and fats for edible usage. Oils and fats imported for edible
usage can pay the 3-cent-per-pound excise tax now collected on their first domestic
processing without injury to the domestic oils and fats price structure, as the
consumers of edible products will pay a higher price than consumers of industrial
products, but when the heavy hand of the tax collector, in addition, is laid upon
the faw materials of the manufacturer of inedible products, the immediate result
is a very definite injury to the domestic oils and fats price structure.

OILS AND FATS PRODUCERS LOOK TO RECIPRICAL, TRADE PROGRAM r RESTORE
LOST EXPORT MARKETS

The Inore foresighted oils and fats producers in the Urnited States have looked
favorably upon the reciprocal trade-agreesents program, regarding it as they do
as a means of reversing the downward trend in the sale in export markets of our
huge surplus of edible oils and fats. It should be stated that the export markets
for cottonseed oil and cottonseed ioeal and cake, which the United States onceLsHsessec, were lost through the cirects of the Tariff Act of 1922. This export

usiness in cottonseed products was not a World War baby. It existed long
prior thereto.

Our exports of cottonseed oil for the 1911 fiscal year totaled 1,000,000 barrels.
Those for the fiscal year 1912 were not far short of 800,000 barrels. Lard exported
in the same years exceeded 500,000,000 pounds per ariruni. Combined exports
of all oils and fats was well in excess of 1,00,000,000 pounds per ariUm, but our
domestic producers became avaricious. Following the World War they said
"Let's shut out the foreign competition and then we weill have both the domestic
and the foreign market,"

When the Fordney-MeCumber tariff bill was passed in 1922 many of the
domestic produers over the vigorous protest of others prevailed.lupoll Congress
to shut out foreign competition ir the form of soybean oil, peamt oil, and cotton-
seed oil. Even the rate orr olive oil, our domestic production of which amounted
to about 1 percent of our domestic consumption, was raised to 7% cents lor
pound, as contrasted to a rate of only 30 cents per gallon in the Tariff Act of 1913.

Following the passage of the Tariff Act of 1922 there was a wave of retaliation
in European countries, particularly in Italy and France and her dependencies,
against American-produiced cottonseed oil. American refiners of cottonseed oil
when they lost contact with the Oriental oils in the American market, simultane-
ously lost their ability to mesh their buying and selling policy with the markets
of the outside world, The oils and fats which bad been shut out of the United
States moved around rrs to Europe, and our exports of cottonseed oil diminished
until they became the merest trickle.
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"'eXN o r hlKM HS ,ii cO'TONI.ErD CAKE LO,'4T ALON4 WITH ('O'TTONSEE D oiL

FORItEii N OUTLETS

We lost not olv our export bulsilless ill eottollse('d oil, blt with it went or'
exorts of cotiorisir(d (,akr' and inerai Whereas irr the crop year 191l N e exported
616,000 tons of cottorrseed (ake and rrieal arid 564,000 tos iin tile 1912 ('rcro year,
exports sank to a nuch lower level following the passange' of tie Tariff Act, of 1922
aid as the downward teileney persisted, it, was fould inirossile to export iroe
than five or tenl thIousanid tons per artin. In the 1938 fiscal ear exlrorts
aoiiited to only 13,410 tons. The reason for the enoiriouis decline in the exports
of ro(tolirseed ca e ard neal nas that oire ile ITe tited States Ilacd itself iin a
position where the cot torseed oil trade of Erope vas lost, it, provided the European
ciiishelr's not only with tire opportunity to supply substitutes for our cottonseed
oil but to supply subsitlites for oir cottorseed eake anrd ieal i li tl forr of
protein concentrates obtained try crushing soyheallm, pealirits, cottonseed, etc.,
ir their own wills.

The I'niitid States export trorde in hog Isord survived tire Tfiriff Act of 1922 and
coiitirilld i) grood vollille intil tihe drougiit eyre', which begrtr ill 1934, diminihed
tIhe siuipily of lard a\ ailable for eslrlrt Added fr tItre dirinir:ished larid supply was
tile eftec u of ilIe exciso trixe.s levied ol pali, pahm kerel, miid cocolrnrt oils levied
inl 193.1, as eliorters of lard were discouraged lbrcarrse the delreciated value ili
interiratioral mrrarkets of these oils furnished iriteisified colupetitir for our hog
hId iii Euurolearr arl iethr mrkets.

Our lard-export irmarket following 1930 had also blegtln to diniish because of
the tendency of our former cistoiers to eiter into bilateral trade agroerrentg, to
engage in barter arrarngeirrenrts, arid in the casi' of tIre British inarket the svstenm
of iiiter-ltil)ire preference s set li under tile Ottawa agrenilenit seriously ciii ill
oil oll lard trade. Well, therefore, inder tihe reciprocal tra'lld-agreeneits pro-
grlli, a coipireheisive eti'ort was,; irnie to regain the united States inarket, for
lard, it was greeted with the full apllroval of the oils and fats industries of thue
l'uiteid 81airs.

Tins.D ArIFEMINxTS .,R\Iix'T DOWNWARD TENDENCY

A profitable market for its lard exports has been restored to the lTirited States
inl (uM. lard exports to Cuba ili 1939 totaled 55,431,252 poundrIs, as compared
to 10,908,351 pouds in 1933, the year prior to the corsunrnatior of tire (ubai
trade agrererrent. Concessions oil lard have been obtained to late in 12 ardi-
tioral trade agr'eellents with foreigni criirntries, the mrrost important of winch was
tire removal of the 10-percent an valorein (hity ol lard applying against imports
into Great Britain. Exports of lard to Great, Britain inl 1939, the first cormplete
year of its oliratiori, totaled 150,220,644 iorild, as compared to 124,809,862
points ill 1938. Exports would lrave ireen iuch larger had it not beei for the
outbreal it wrar.

Conrcessions oin oleo oil, stock and stearine exports have been obtained in trade
agreements with four countries. Exports of oleo oil, which once exceeded 100
million pounds per animi, miay agair become arr item of importance in orir
foreign comneree. Duty redutions o cottonseed oil, corn arid soybean oils
were obtained in the Cuban agreermeit. Concessions were granted o hrydro-
genated vegetable oils and on fats imported for soap-making purposes, inclusive
of soap stock obtained from tire refining of cottonseed oil.

The oils and fats producers of tire United States major need is enlarged export
markets for their production of edible oils ard fats. Exports ill 1939 totaled 500
million pounds (iclusive of tire oil content of exported soybeans), but the volume
of domestic production being the largest or record, air exportation of ore billion
pounds would have been warranted. Only by the restoration of their export
markets will the oils ard fats producers of 'his' country be able to obtain higher
prices for their production of fine edible fats, such as pure lard, cottonseed oil,
corn oil, ete, It is tire earnest recommendations, therefore, of this association,
that for this reason as well as for tire others which we have enunierated, House
,Joint Resohltion 407 be passed by the Senate without amendment and the recip-
rocal trade-agreennents program extended for air additional 3 years.

The CHAIRMAN. The committee will recess until 10 o'clock tomorrow
morning.

(Whereupon, at 3:30 p. li., a recess was taken until 10 a. in.,
Wednesday, March 6, 1940.)





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

WEDNESDAY, MARCH 6, 1940

UNITED STATES SENATE,
COMMITTEE ON FNANCE,

Washington, D. C.
The committee met, pursuant to recess, in the Finance Committee

room, at 10 a. in., Senator Pat Harrison (ehairmafi) presiding.
The CHAIRMAN. The committee will come to order.
Senator DAVIS. Mr. Chairman, Mr. Millard D. Brown of the

Continental Mills, Inc., manufacturers of textiles, Philadelphia, Pa.,
wrote mie a letter under date of March 5, that I received this morning,
as follows:

In questioning Mr. Gaunt yesterday, Senator Harrison intimated that the
protection for the wool industry ran as high as 101 percent. This is an erroneous
idea, and I would like to correct it so far as you are concerned, at least. He
is including in his figures specific duty which was provided to protect the wool
grower but if you will look at the trade-agreement rates we had in our treaty
with dreat Britain, you will find that protection for our workers in the wool-
textile industry runs from 35 percent to 45 percent ad valorem, which as illustrated
in my brief, is too low, particularly under depreciated exchange.

Also, I would like to ha e put into the record a letter from Theodor
G. Weihs to Mr. W. L. Monro, president of the American Window
Glass Co., Pittsburgh, Pa.

The CHAIRMAN, Without objection, that will be done.
(The same is as follows:)

JANUARY 3, 1939.
Mr. W. L. Mosno,

President, American Window Glass Co.,
Pittsburgh, Pa.

DE~lt Sin: Referring to our recent conversation in reference to the Czecho-
slovakian sheet-glass industry, I beg to give you in the following a general review
-of that conversation.

For this purpose I will subdivide my report into two sections dealing:
(a) The situation previous to the annexation of the Sudetenland by Germany;

and (b) after this event.
(a) Situation previous to the annexation of the Sudetenland by Germany:
You recall that the Sudetenland as well as the remaining part of Czechoslo-

vakia, formed part of the Austro-hungarian Empire until 1918. It should be
noted that all five operating sheet-glass factories in Czechoslovakia, some of
which are more than 100 years old, were located within the Sudeten area which
was ceded to Germany. Until the end of the World War, they supplied mainly
the Empire, which counted about 60,000,000 inhabitants. In all these many
years, there was hardly any serious attempt made to export sheet glass, the world
markets being dominated by the Belgians.

Only after the World War, when those factories with their great productive
capacity could no longer find sufficient outlets in the reduced area comprising
Czechoslovakia, which counted only about.13,000,000 inhabitants, export was
started on a large scale. At this period sulch a proposition seemed also most
inviting, owing to the general shortage in merchan diee In the whole world shortly
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after the war. 1'oder such circomstaices, prices could iiot be otherwise htt
satisfactory nd, besides, the presetit tariff walls in Ilost coot tries were jist
liing biilt kip att tiot time al d the now prevailing self-silticieicy tendt'Ity
was only at its very begining.

The Czechoslovakians could count on a further asset, hating developed faster
thai. olher eoiniris the mechallical glass-iiuaiiifactillring system, aiid all tiLes,
factors together enabled thel to bUild UpI Wihi a few years It WitIesi)read Cxpr
orga niizat ion.

Already in ahoot 1929 serious set-hacks were flt. Various countries st arled
ain energetic drisc toward sclf-sniiienvC, aiL ill this effort, ieaiiy factories have
been created artificially for domestic eonisioptini anid, had it not been for very
high duties, these factories could not have continmed in operation. loUrthermore,
the technical development iin other sheet-glass Producing and exporting eountrie.,
and particularly lielginli, was gradually reachig the ('zechoslvakian standard,
and naturally the shortage of merclhaudise lid diaapenrid by then.

Ti1 logical ci'listuence was an otihreak of t stelily in tnsified clpetitioni
ini the various markets, lirolueaii ifiactulr(ultighting ecl utliit'r it1il solic-
times also the domestic phlits. Before long thel prices dropped to cst price
and even hhelomV, while on the other loond the techial progress allowed utich
greater prodOctiou without iiicrese iin the iminuhr of working units, so lhai
outhts for these additional qimlitit'ies had to he fouiid. Filr'theriore, he
1iieiillployllilt lirohl(ii wits hConling seriolls, liid the Gioveriiiiniit would in
more allow dismissal of mcorkers.

At this stage the Czechosh yak ian imuaifacturers clinind that there existed
lit oel solitiou, iialiely, to liianee their exports hy (lomnding a comiensatiii

in higher pricIs oil the denest ic market, wliiclh was always close, ly wNtched hy
the (overinleit. ''he latter had to andscit eid from then mi, since 1930, export
wvs more and more assisted hy the higher selling prices ill tin domestic market.

At this point I wish to (ell your attiutiou to the fact that over the period
from 1930 to 1937, the sheet glass production averaged roughly 10,000,000 to
14,000,0010 siare iieters per year (ihoiit 2,000,t00 to 2,8(10,000 boxes) of which
only about 2,500,000 square meters (about 500,000 hoes) could be sold oii the
domestic market. You will easily realize how muoclh higher prices had to le
secured for this comparatively small amount in order to make good for til growing
losses oin the glass cxported1.

As a result of all these conditions, the follo,,mg facts ari not surprising. lit
1937, for example, a total of about 2,000,000 hoxes were sold. The domestic
price reached ait peak of about 15 to 16 Cech. kronen ($2.30-42.74 a box) while
the average iiet selling price of the export, hcavy drawn sheet glass included, had
declined to aboit 5.50 2!zech. kronen per :aqarc meter ($0.88 Per box) which is
aliut I kroneli per square meter (about $0.16 or box) lower thia the average
cost of produetioi during this period. About one year earlier, in 1936, the price
had averaged 11 to 13 Czech. kroncan (iSS to $2 per box) while cost price
has remained pra(tically changed for at least 3 years in spite of variations in
the value of the Czech. kronen.

It might surprise you that the government continued to assent to a constant
increase of prices on the domestic market, which, I believe, were at that time
among the highest in the world, comprising the countries without domestic pro-
doct ion, and allowing oii the other hand to extend D)umping so far, that the prices
obtained, for instance, in the Philippiues, were as low as 1.30 Czech, kroneii
f. o. P. Czech. border ($0,21 per box).

The main reason for tile Government permitting such excesses was by far not.
so much the fear of additional unemployment, but the adverse trade balamice,
the shortage of coverage for the domestic curency, the ever decreasiug foreign
appraisal of the Czech. krone and the ensuiig difliculties to import even ti goods
considered as prime necessities, namely, all the purchases of the material for
armament pluirposes.

It should Ie noted that there are still a few small hand blowing furnaces wvithi
tie present hiouidaries of Czechoslovakia but none of thmse havu beien operated
ini the manufactiire of window glass tiring tie past 15 years.

The window gla us sold by the ('zeelhuslovakian manufacturers through their
sales corporation for export to the 

T
nited States, for imamiy years piior to the niw

Czechosslovakimn trade agreement, wts sold It approximately their cost of pro-
duction.

Naturally the reduction of 30 percent iin the duty in window glass as provided
iii the Czechoslovakian reciprocal traclu agreement effective April 16, 1938, Ili-
terially increased the ability of the ('zechoslovakian mnumfact urers to ship uid,,w
glass inuto t lit' lt States,
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IHowever, in 1937 they succeeded in convincing t ho Governnent after long

,essiolis, ctndteted by Mir. Fritz seller, that all these fixed pieces atld duty con-
cessiolis had liecoime insufficient to offset their losses on export and obtained
direct subsidy for the entire glass industry, of which about 8,000,000 Czech.
kronen (about $275,000) were allotted to the sheet-glass iridustry in form of refund
of taxes. Only by Such means was it possible to maintain aii adequate voliinie of
eNjort business.

After the Czeehoslovakian reciprocal trade agreenieit with the United State,
went into effect, the Czechoslovakian wiudow-glass mtanifaeturers, through their
.'ales organlzatioli, coliitinned to miaiitaii their dotestic selling price at from 15
to 17 Czech. krolters per square meter ($2.30-$2.74 per box).

MY report ol the situation after the aiiexatiiii of he Sudetenlad hy Cermllny
(sll)ject h) is set forth oil tin Subsio'illii it. iages.

'lEulnul (L. Ws''Elt"r,

(Ih) AFTER TiE: ANNEX.'T]ON OF 'rliE SUDSTENIAND

'he .heet-gla,., irorluction ill (lerlnly aimointed in 1M37, if tie tiNtires I htuid
11110 iorcCet, to about 19,0t)0,000 siii ae imieters (abott 3,800,001) boxes) of which
oily abtut 3,500,000 square meter, (abut 700,000 boxes) were exported. ''lie
Criliall (overmtiiiettt hid so far it'ver consented tii rice excess s but also, as we
all kniow, tile situation of the German [eichshank is a very precariomis one,. Only
towarts the end of 1037 did tle Gernaii Governient start to exercise pressulre
on ie I).e''A( (th loading (erini sheet-glass iainifacturir,r iui) ill view of
stnirtitig olieraljots aglii at the plain( of Torgau, whiclihail been lyiiig idle for

iver ( years.
The lDitng, toge'tier with the Ritug, another German firm, bought tipt all

liares (which, lbY the way, is alio the reasoit why I am partictlariY well informed
oci tle siijeil, ha\ ilig represented lie-solally orti' of the Maill sit elitolcers ii
lt:' niegotial ions) aicd st up all liigreeiit wih the GoveriIn ltt whii'hi visualized
iot oilv thu well-kowil export prumimn , granted, I believe, practically to all

(wrimaIt exporters, but also a certain adjustio,t of the domestic prices, with
tii unirstahiig (lat lorgau, workiitr excluirely for so-calhItd . ulppleLment try
i'\l)Ort, 'old11 i tver ll e)i to eov l'r .ii vxpeti s f operations.

I do tint know whether work has already been retmed, especially as iii tih
meaistihi, the Czeehoslorakian glass factories have fallen into Germany's lap,
which causes him, as the lleieilifiehrer of the Germati sheet glass industry,
Mr. Otto Seeliug, told tie personally, thuch concert because ie was well aware
how dilfickult it wolild become tu sell these goods from now Otl under the German
flag; evim iiore dillictlt than it had already previously been ill ('zechoslovakia.

No wonder t hieu, if ideas like the one I already communicated to you, could be
torn. I beg to recall to yor attention soie paragraphs of ity letters dated
(ct(titer 21st and November 8th, 1138, namely:

"The new nutlirities are fully tware, that export, fur instance ti the U. S. A.,
will show a sharp decline, owing to hostility against the puirctuhse of German goods,
thiis favrorilag hme manufacturers in tile respective countries.

"Ill trying to fitid a way out if this diliculty the Gernsam intendc, as I was told,
setting l) sc llt aruelmrtin t with tile ('zeeh (ioerrilleit Coneerning sheet glass
that the sales office ili Prague woulil lie llaitaiied ancd Volld go oi working in
the same way as it did until nuow. This should lead tile e istsmners to believe that
tmy are still receiving (zcelhoshuvakian goods and furthermore, the trademark

M'Nlide i Czechoslov'akia" should also lie used as formerly."
"I beg to attach to the present letter a cut of the senii-official bulletin if the

Gerlan inaiufacturers union 'linduistrie' No. 41, 1038, which was issued a few
diys ago."

"The article deals with the consequences due to the annexation of the Sudeten
area on the (crman glass trade, especially with bottle and window glass. 'T'he
following is the translation of a few outstauding laragralhs:

0 l'hie capacity of the plits is imsufficiency utilized. About 70 percent of tile
riducticn was exported. About one-third of the export went to I'. S. A., one-

fifth to Englatud, aild tilt' rest to France, Germany, Austria, Holland, Belgium,
ie. The capacity of thit plants of the old leich (Germtany before the auiexatinm
if Austria and utldetent) is ahuit three ties its large and nat rally utich better
utilized.

" 'The eionitous inereise which Germany requires through the Suideten glass
itudistry, places Gerianty's glass iiiisiness ill front of a huge t0sk,
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" 'Time will show, if the Sudeten industry, which even before the annexation
was not sufficiently employed, will be able to continue her export to America,
France, and to supply the present Czechoslovakian districts * * *

" '* * * It thus means that steps must be taken in advance to prevent the
loss of business for the Sudeten plants, as neither the Altreich (former Germany)
nor Austria could absorb the surplus.

1'* * * It can be expected in full confidence that the skilled representatives
of the German Government will be able to transform the former contracts of
Czechoslovakia with her export countries in such a way, that a considerable loss
for the Sudeten plants will be avoided" * * *

"Said article, in spite of its rather careful wording, sounds to me as a partial
confirmation of the suspicion I outlined in my letter of October 21."

Naturally such set-ups are sentenced in advance, but nevertheless the fact
remains true that sheet glass exports from former Sudetenland, now Gerinany,
can only be maintained by keeping up an economically unjustifiable, artificial
construction: this on behalf of a country which claims not only to have no un-
employed, but even a shortage in worknen,. Hence, with a visible aim of solely
counteracting, regardless of sacrifice, an unfavorable trade balance, in which
the overcharge is die, as we all know, in a substantial part to the purchases of
raw material for war purposes.

I beg to remain, dear sir,
Repcctfully yours,

TmmxO Om G. Warns.

The CHAIRMAN. The first witness this morning is Mr. Htackworth.

STATEMENT OF GREEN H. HACKWORTH, LEGAL ADVISER,
DEPARTMENT OF STATE

The CHAIRMAN. Mr. Hackworth, have you some material that you
desire to incorporate in the record for consideration by committee
members? I understood that you have a memorandum regarding the
constitutionality of the trade agreements program.

Mr. IJACKWORTH. There is a letter from the Attorney General to
the Secretary of State enclosing a memorandum prepared in the
Department of Justice on the constitutionality of the Trade Agree-
ments Act.

The CHAIRMAN. Will you place that in the record?
Mr. IIAcKWOTm. I will be glad to do that, Senator.
The CHAIRMAN. Thank you very much, Mr. Llackworth.
Senator DAVIS. Is that from the present Attorney Gomeral?
Mr. flACKWORTH. From the present Attorney General.
(The same is as follows:)

MARCH 4, 1940.
The Honorable the SECRETARY OF STATE:
MY DEAR M . SECRETARY: Complying with your informal request,

I am transmitting herewith a memorandum prepared in this Depart-
ment concerning the, constitutionality of the Foreign Trade Agree-
ment Act.

It sets forth the authorities and principles which sustain a strong
personal conviction on my part that there is no constitutional objec-
tion to this Act, and that agreements executed under it are constitu-
tionally unassailable.

Respectfully,
ROBERT H. JACKSON, Attorney General.

Enc. 487894.
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ENCLOSURE NO. 487894 FROM DEPARTMENT OF JUSTICE

FEBRUARY 29, 1940.

MEMORANDUM RE CONSTITUTIONALITY OF THE TRADE AGREEMENT ACT

Tie administrative provisions of tile Foreign Trade Agreement Act,
combine two basic principles, namely, (1) executive bargaining with
foreign nations with respect to foreign commerce, and (2) flexible
adjustments of tariff rates by the Executive.

Executive bargaining with foreign nations with respect to foreign
commerce, conducted pursuant to acts of the Congress, is as ol
as the Governmwt, and has been used extensively and effectively
during the entire period of our national existence. In fact, in the
early days of the Government it was probably the most effective in-
strument resorted to in connection with the regulation of foreign
commerce. This resulted naturally from the conditions existing and
from the measures adopted by the Congress to meet those conditions.

To understand fully the conditions confronting the United States
in its early history it must be remembered that so long as the colonies
remained under the dominion of Great Britain they were perimtted
to have no commerce except such as the British Government considered
to be in its interests. No manufacturing whatever was allowed in the
colonies. The attitude of the British Government to American manu-
facturing was truly expressed in Lord Chatham's declaration that lie
would not permit the colonists to make even a hobnail or horseshoe
for themselves. So effectively was this country prevented from
developing manufacturing that John Dickinson, of Pennsylvania,
could truthfully say in 1777: "We are tillers of the earth from Nova,
Scotia to west Florida."

After the Colonies gained their independence the British Govern-
ment continued its policy of attempting to stifle and prevent the
development of the commerce of the United States. Iarsh and
burdensome discriminating )ractices against our commerce were
adopted. England at that time was the strongest nation commercially
in the world, antl, probably due to her example and influence, other
commercial nations, particularly France and Spain, also began to
discriminate against our commerce.

As a result of these discriminations the Congress passed numerous
retaliatory acts imposing heavy duties and restrictions upon the corn-
mew'co of those nations which discriminated against the commerce of
the United States. Many of those acts vested in the President the
power and discretion to either suspend or make applicable the restric-
tions imposed by the acts with respect to any country dependent upon
whether it discontinued or refused to discontinue its discrimination
against the commerce of the United States. The nature of these acts
and the power and discretion vested in the President thereuider may
be illustrated by the following examples:

The act of June 4, 1794, c. 41, 1 Stat. 372, empowered the President
"whenever, in his opinion, the public safety shall so require" to lay
an embargo upon all commerce with the United States, and to continue
or revoke such embargoes whenever he should think proper.
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The act of June 13, 1798, e. 53, 1 Stat. 565, suspended sill com-
mercial intercourse between the United States and France and its
dependencies, with the provision that if the Government of France
should "clearly disavow" and should "refrain from the aggressions,
depredations and hostilities" against the vessels and property of
citizens of the United States and against their national rights and
sovereignty and should "acknowledge the just claims of the Uniied
States to be considered in all respects neutral," then the President
"being well ascertained of the premises" was authorized to discontinue
the prohibitions and restraints im)osed by the act and to make
proclamation thereof.

The act of February 9, 1799, c. 2, 1 Stat. 613, further suspended
the commercial intercourse with France and its depeuleneies, with
the provision:

That at any time after the pass Of this act, it shall lip iwfril for the Iresider4
of the United States, if lie shall deeni it expedicit aid eomisismit with the interest
of tire United States, by his order, to remit and discontinue, for the time being,
the restraints and prohibitions aforesaid * * "1; and also to revoke such order,
whenever, in his opinion, the interest of the United States shall require: and he
shall be, and hereby is authorized to make proclamation thereof accordingly.

The act of February 27, 1800, c. 10, 2 Stat. 7, also further suspended
commercial intercourse between the United States ad France, pro-
vided:

That at any time after the passing of this act, it, 1sioll l1e lawful for the Presidont
of the United States, by his order to remit mid disontinue for the time leing,
whenever lie shall deii it expedient, and for the interest of the Uited States,
all or any of the restmints aid prohibitions imposed by this act, * * *; and
also it shall be lawful for the President of the United 'tates. whenever he shall
afterward deem it expedient, to revoke such order, anud hereby to reestablish
such restraints and prohibitions. Arid lHie President (if the Urrited States shall
be, and lie is hereby, authorized to make Pirelamatiin thereof accordingly.

The act of April 18, 1806, c. 29, 2 Stat, 379, prohibited the inporta-
tion from Great Britain or Irland of certain articles of merchandise
therein enumerated from and after the 10th day of November 1806.
The act of December 19, 1806, e. 1, 2 Stat. 411, suspended the opera-
tion of the former act until July 1, 1807, and section 3 of the later act
provided:

That the President of the United States be, and lie is hereb5 , authorized further
to suspend tire operation of the aforesaid iiet, if in his judgment the public interest
should required it: Provided, That such susjoisiioi shall not extend beyond the
second Monday in December next.

The act of March 1, 1809 (C. 24, 2 Stat. 528), again prohibited all
commercial intercourse betwon the United States and Great Britain
and France and their dependeacies. Section 11 of that act provided:

That the President of the United States le, and lie hereby is iputhorized, in
ease either Fratce or Great Britain shall so revoke or modify her edicts, as that
they shall cease to violate the neutral commerce of tire United States, to declare
the same by proclamation; after which the trade of tire United States, suspended
by this act, and by the act laying embargo or all ships and vessels in tire ports
and harbors of the United States, and the several acts sulilementary thereto,
may be renewed with the nation so doing.

The provisions of thi foregoing act were terminated by the act
of Jume 28, 1809 (C. 9, 2 Stat. 550), as of the e'nd of t6he ne'xt session
of Congress, but section 4 of the act of May 1, 1810 (C. 39, 2 Stat.
605), provided that in case either Great Britain) or France should
before the 3d (lay of March thereafter so revoke or modify her edicts
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as to cease to violate the neutral curanieree of the United States,
the Pre.hdlit should declare such fact by proclamation, and if the
other nations shouI not within 3 111tilis thereafter so revoke or
modify her ediets in like 111nner th the provisions of lie act of
June 28, 1809, slionhlie revived 1W(ml1 hav fuli force and effect again
the riition thus refusirig or neglecting to revoke or iiiodify her edicts.
To like ethe'ct, insofar s it lelat,'d to greatt B]iitaii, was tIre act of
xlm or 2, 1811 (Q. 29, 2 Stat. 5). The valid ity of this act, was
siist.aired 1) tlie Sir ricill (iomurt ill Tbe Tr;g AI rore (7 ('much . 382).

The, act of April 27, 1,816 (. 107, 3 Stt. t310), pi'o! ided it schedule
of duties uiion certain goods iiiiIortedi into tile t Iited States, See-
tion 3 of the vet pronviided that an additional 10 percent should be
added to the rate of lities specified and ili)I)tl'd ill respect to all goods
niported in foreign % esseis othlri' thal Sncl is are entitled by treaty or
by a ny net or acts of ( congresss to lte o ered il the ports of the United
St rtes on the paviell t of the saie (lilties as are pald oil goods, wares,
rer'handi i )ortd in ships or vessels of the Ul ited States. Tile

act of April 18, 1818 (c. 70, 3 Slrt. 432), closcid all parts of the United
States to vessels of Great Britaii eoriing or aid'ilig from ports closed
to Anaeriein vessels. Tie net of lrch 1, 1823 (c. 22, 3 Stiat. 7-4t),
suspended the provisions of the aict of April 18, 1818, as to certain
British ports therein eriuailerlted, but pnovided that i until proof shall
have been given tie i0rosieiit si tisfrnctorv to lini thati vessels of the
United States admitted into the eimm.lated Brinisi J)orts were re-
qi red to )my "o higher toimmge or inuposts duties than those exacted
from Britih e,,ek oir ndie goods, British vessels coinrig fronr tile
ports enr im raled should pay tite arllitionil 10 )peorernt tori llogo duties
provided by the( net of April 27, 18!

TI net if oJanuary 7, t824 (c. ', 4 Stt. 2), hwo'idd that-
* * * ' 1pon siti'afttory evid(tIe iejli given to tire President of thec 'United

States, by tire go ei'line'lt of any foroilri ration, that no diwriitrating duties of
tonrapge or irupo.sts ire iniios'd or ltid wittilo tlt' e or of tile said nation, 1pOl
vussls wirolly Ihloogilg to ciltizen- of the (SNd Statos, or ii inerh',mdie, the
produce or inalrrfactr'e tireof, imported in the ,anire, the Pircsident is hereiny
toithorlzet to issue iis (Plr'irnaiol, re'inring that the foreign diseririnaiting
intes of tlnllLge and iirposts Nitii teirr flip 'ted States, tre, and shall ho, sns-
pered red discorrtiriiled, so for aa respect ttr ve'ssr's of the Hait ration, aor the
ruerchiriandise of its irodlice or, rr rrll rflrtlleI, l ilrtd irlr , I rlited States in
th W11r11o: the said slrsplusion to take r'fel't front the tin' of such notitication
he'irrg given to till' 'resillrtrt of the UritrI St, ites, allt to contilie So lng as tile
reciirocal es Itithn (f vessels m>(rrgilig to cities (f the [hr ttl States, and mer-
ehn(isl as aforesri, there Wien, shall (te vollt4rlrred, aind Ilo longer.

The provisions of ectin 4 (If the act of ,Jauarv 7, 1824, were re-
einoted in substa i lly the slille hlguage in siectinor I of the act of
May 24, 1828 (e. 3, 4 Stat. 308), and were Iiter preserved ill section
4228 of the revised Staitutes.

Of similar import was the net of May 29, 1830 (e. 207, 4 Stat. 419),
as relating to coineree with the British ports in the West Indies ol
die cotinent of Smith Anerica, the Bahina Islands, and other islands

The act of May 31, 1 93 (e. 219, 4 Stat. 425), repealed mH ets inn-
posing tonnage duties upon vessels of foreign nations, provided the
President shoui be satisfied that the discriminating or countervailing
duties of such foreign nation, so far as they operate to the disadvantage
of the United States, had been abolisiedl. 1le provisions of this net
were preserved in section 4211) of tIhe Revised Statutes.
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Other acts of similar character to those above enumerated are the
act of May 25, 1832 (c. 104, 4 Stat. 517), the act of July 13, 1832
(c. 207, 4 Stat. 578), the act of June 30, 1834 (c. 170, 4 Stat. 741),
the act of March 2, 1837 (c. 19, 4 Stat. 152), the act of June 1, 1842
(c. 32, 5 Stat. 489), and the act of March 3, 1845 (c. 66, 5 Stat. 748).

Unquestionably the Congress, in passing the above-mentioned acts,
intended that the President should endeavor through negotiations
and agreements with foreign governments to effect a discontinuance
of the discriminations against the commerce of the United States.
The Congress faced a difficult situation, The discriminating prac-
tices against our commerce being engaged in by foreign nations,
ruinous to the country, were becoming moe and more burdensome.
Something had to be done. To induce foreign nations to discontinue
these discriminatory practices, however, required meticulous negotia-
tions, and the Congress as a legislative body could not carry on such
negotiations. It did the only thing it could do. It entrusted the
conduct of these negotiations to the President. But the President,
as Congress realized, could not carry on such negotiations to a suc-
cessful conclusion without some basis for bargaining-some power or
authority to offer to the foreign nations a quid pro quo for their
agreement to discontinue the discrimination.

The Congress met the situation by passing the acts referred to,
placing heavy burdens and restrictions on the commerce of foreign
nations with power in the Executive to suspend or continue them. It
thereby gave to the Executive the means with which to trade and
barter. The Executive had something to offer a foreign nation in
exchange for its agreement to discontinue its discriminatory practices.

Negotiations naturally and necessarily followed the 'passage of
these acts, and as these negotiations led from time to time to the
conclusion of an agreement under which a foreign nation discontinued
its discriminating practices this fact was announced by proclamation
of the President.

The value and effectiveness of this method of dealing with foreign
nations in connection with commercial relations was forcibly expressed
by President Jackson in his Annual Message to the Congress ecem-
ber 6, 1830. In this connection lie said:

An arrangement has been effected witi Great Britain in relation to the trade
hetween the United States and her West India and North American colonies
which has settled a question that has for years afforded matter for contention and
almost uninterrupted discussion, and has been the subject of no less than six
negotiations, in a manner which promises results highly favorable to the parties.

* * * * * * *

This arrangement secures to the United States every advantage asked by them,
and which the state of the negotiation allowed us to insist upon. The trade will
be placed upon a footing decidedly more favorable to this country than any on
which it ever stood, arid our commerce and navigation will enjoy in the colonial
ports of Great Britain every privilege allowed to other nations.

The message in question contains a somewhat extensive discussion
of the questions involved in the negotiation with Great Britain.
That arrangement, which was regarded by both Jackson and bis
Secretary of State, Martin Van Buren, as a real achievement of
diplomacy, did not rest on any treaty. It was effected by unilateral
legislative and executive acts on each part, namely, the British
statute of July 5, 1825, the order in Council of July 17, 1826, the
United States act of May 29, 1830, the Presidential proclamation of
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October 5, 1830, and the British order in Council of November 5, 1830.
The printed diplomatic correspondence and other papers regarding
this arrangement are quite voluminous.

Mr. Van Buren's comments on these acts were:
The effect of these various enactments has been to vest in the President of the

United States the power of granting to any foreign nation willing to reciprocate
the same benefit to us, the privilege of importing into, or exporting from, our ports,
in its own vessels, the produce of its own soil or manufacture, or of the soil or manu-
facture of any other country, upon equal terms with those imported or exported In
vessels of the United States.

Following the long-established practice of dealing with matters
pertaining to commercial intercourse with foreign nations through
executive agreements, this Goverrnment on November 23, 1863, con-
cluded an "informal convention" with France relating to the exporta-
tion of tobacco. A similar agreement was concluded with Austria-
Hungary December 24, 1863. (Malloy, Vol. 1, p. 38.)

tinder section 4228 of the Revised Statutes an agreement was
entered into with Spain February 13, 1884, providing for reciprocal
abolition of certain discriminating duties on goods imported into the
United States from Cuba and Puerto Rico and on American goods
imported into those islands. The agreement was brought into force
by a proclamation of President Arthur dated February 14, 1884 (22
Stat. 835). This proclamation was revoked by proclamation of
President Cleveland dated October 13, 1886 (24 Stat. 1028), upon
the finding by the President that the agreement was being persistently
violated by the Spanish Governinent. Further agreements with
Spain under section 4228 of the Revised Statutes were entered into on
October 27, 1886, September 21, 1887, December 21, 1887, and May
26, 1888.

The Tariff Act of 1890 (ch. 1244, 26 Stat. 567), entitled "An act to
reduce the revenue and equalize duties on imports, and for other pur-
poses" provided for the imposition of penalty duties upon imports
from countries discriminating in their tariff treatment against goods
from the United States. Section 3 of the act provided:

That with a view to secure reciprocal trade with countries producing the
following articles, and for this purpose, on and after the first day of January
eighteen hundred and ninety-two, whenever, and so often as the President shall
be satisfied that the government of any country producing and exporting sugars.,
molasses, coffee, tea, and hides, raw and uncured, or any of such articles, impose,
duties or other exactions upon the agricultural or other products of the United
States, which in view of the free introduction of such sugar, molasses, coffee, tea,
and hides into the United States he may deem to be reciprocally unequal and
unreasonable, he shall have the power and it shall be his duty to suspend, by procla-
matio to that effect, the provisions of this act relating to the free introduction
of such sugar, molasses, coffee, tea, and hides, the production of such country, for
such time as he shall decii just, and in such ease and during such suspension duties
shall be levied, collected, and paid upon sugar, molasses, coffee, tea, and hides,
the product of or exported from such designated country as follows, naluely:

(Here follows a schedule of duties upon certain enumerated articles to be
imposed under the conditions named in lieu of the duties on such articles prescribed
in the tariff schedules of the act.)

Under this act a comprehensive program of tariff bargaining by and
through Executive trade agreement was inaugurated and trade agree.-
mients with foreign nations were concluded as follows: Brazil, June 4,
1891 (proclaimed, Feb. 5, 1892, 26 Stat. 1563); Dominican Republic,
June 4, 1891 (proclaimed, Aug. 1, 1891, 27 Stat. 966); Spain, ,Jurn 16,
1891 (proclaimed, July 31, 1891, 27 Stat. 982); Salvdor, Deceibcr 30,
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1891 (proclaimed, Dec. 31, 1891, Stat. 996); German,, January 30,
1891 (proclaimed, Feb. 1, 1891, /1 Stat. 1004); Great Britian, Feb-
ruary 1, 1892 proclaimedd, Feb. 1, 1892, 27 Stat. 999); Nicaragua,
March 1i, 1892 (proclaimed, Mar, 12, 1892, 27 Stat. 1009); France,
April 12, 1892 (informal); tonduras, Auril 29, 1892 (proclaimed,
Apr. 30, 1892, 27 Stat. 1023); Austria-Iluagary, May 25, 1892 (pro-
claimed, May 26, 1892, 27 Stat. 026); (uitemulat, l)ecembl|er 30, 1891
(proclaimed, X ay 18, 1892, 27 Stat. 1025) a second agrennt, with
Salvador (proclaimed, 1)ee. 27, 1892, 27 Stat. 1051).

Under these agreements the contracting gove'r In en is agreed to
admit certain imports free or at substantially r,dhived tariff ia tes
fixed therein.

During the time these agrvelclnts were 1),ing citered into penalty
duties were imposed under the act on imports front (olonhin, 11aiti,

nd Vnez, clit, ufter those couiis liivl laild to iesoiid to requests
of this country to negotiate agreements. (See jielaimnations, Nos.
18, 19, 20, 27 Stat. 1010, 1012, and 1013.)

Section 3 of ti e Tariff Act of 1897 (ch. II, 30 Stat. 151, 203),
provided:

'l'hat for the purlmse of equali/ing tie trade of lh United States with foreign
countries, and their colonies, iirolwing and exporting to this etit ry the followilg
articles: Argols, or crude tartar, or wine Iees, crud; Iiranlies, or other spiitr
manufactured or distilled from groin or other mal eris: chanpagne and all others
sparkling wines, still Ries, and vermuth; paintings and statuary; or any of them,
the President be, and he is hereby, authorized, as soul' is aty be alft.r the passage
of this act, and from time to tiie thereafter, it) enter into iegotiutions with the
govrnmetits of those countries exhorting to thn thited States the aliove-mnii-
tioned articles, i' an' of theii, with a view to the arrangement of commercial
agreements in which receilprocal anl ,quiv:ilnt eon 'csios m'ay e sirt iii
favor of the products and anufacurea of the I 'nitMt i l

s
; and lwueser the

government. of any country, or colour, produrilig and exportig to te Uw i ted
8es Mie abise-ientioel iirt ielis, o any of the,, ha enter i mto a comalereal

agreement with tilt' United States, lr make toceissiins ii favor of the liroiucts,
or manufactures thereof, which, ill tlit' judgment o, the President, shall be recipro-
cal and equivalent, lie shall lie, mt i he is heretiy, authorized [nd eiiipowered to
sispend, (hiring tle tine of such agreimet or eciiis.1, ' Iiroelai nation to
that, etfect, the imposition and collection of tle dutie i mentioned in this Art,
on soch article or artichls so exported to the I'iiied States fron, sih omntry or
colony, and thereupon and thereafter t lie di sevel, tullict ,d, al p-aid upio
'nich article or articles shall tie as folows, muit'lwy:

'"Argols, or crude tart ar, or wine h' es, erode, fist' lit',' ciit, in ad valorei.
'Brandies, or other spirits iianufact remd or distilled from grin or other mate-

rial, oie dohlir and se's'nty-tie ceNis Ice proof-ge h '."

Under this act, tile 1risidnt, concluded e,,ecutivie trail, 'agrlelenlts
with France, 1Nrtugail. Germany, Iat'l, Switzerianl, Builgaria, the
Nethsrlands, Austria-higary, and Great lBitiiin. Thelse agreements
were all brought into force by proclamation of the President.

The Tarifl' Act of 109 (ch. 6, 3M Sf!at. 1') provided two schedules
of clitiies, a, minimum nd a m and it niaxiinunt, a1]l authorized the President,
when he should he, satisfied 'in view of the chtiracter of the concessions
granted by the mininuni tariff of the ITnited Stttes, that tht, govern-
ment of any foreign county' , impose's no tcrins or re'strfitions, either
in tle, way of tariff rates or provisions, tide or other 'rglatiotis,
choirges, eoxations, or in any othili' cial,nor, directly or i m(li,'eetly,
upon the iniportation into oithe ml, in uch foreign country of any
agricultural, man featured, or other put(luct of the Unit ,d Sttes,
which unduly discriminate against, the 1 united States or the Iproduct
themeof, and that such foreign country p1ys no export bounty or imi-
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pow-, 110 export duty or prolibitioi upon the exportation of any
article to the Ulited Stte s wit elt iunditly diseriiates against the
United States or the products thercol, atid that such foreign cottntry
accords to lie agrictllturtl, tutu itflitetured, or otlter products of thle
United States ti'entt'ilt \whi i is reciprocal tinl eqUiviltilt," to so
(Il'clrtl by proclifilltii tin, tlint therceaftir artiles imported into the
Uin ttd Stiles 'roll such fore igin cou1itry should be aitdiitted uniider
the terlI of the iinhitlii tnriff ]irserihd, The act further provided
that whln the Presi lent wits sitisfied( tltult the conlitiotns v, which leid
to tlit' iss ltittee of the proelulitioll nto longer existed ie shotild by
prochilatioll declare that 90 days thereafter the provisions of lie
mitxtiili titiff stottld ie l1pplied to illtptlitiotis front t lie foreigil
coildiry involved . One iutildtred itn thirty-four )'claittit ions Were
issued unlit' I lhis 11l and tlitse )i'oCiittiliititis prtCVict ilIy included thO
entire conit cicil world, nit kilig appliclle the nilliihttnll tarid!
pl'escribed.

Section IV of the Thiriff Act of 1913 (Ch. 10, 38 StItt. 114, 192)
aluithorized ilid empowered tie President to iegotiate reciprocity
itgreenttents with foreign countries, such agreeicents it) be submitted
to the Congress for ritiftcalion or rejection. Tile Revetnue Act, (If
1916 (cli. 463, 39 Stat. 756) authorized the Presidlent to prohibit the
importation of foreign articles when tle sime, or other domestic articles
were refused entry into foreign countries. The act also authorized the
President to chtiige, modify, revoke, or renew such procilmltioni in
his discretion.

The Tariff Act of 1922 (42 Stat.. 858) contained it flexible-tariff
provision in all respects sitilttr il llrincil)le to the flexible tiriff pro-
visions of the Foreign Tride Agreetetits Act. Section 315 (a) of tim
1922 act prtuvidcs, il part:

That lit order to regulate the foreign tton''rce of thc united States and to
pitt intto force awl effect te policy of tile Congress by this Act hitettdtd, whoi-
ever tile Presihenti, ill~ou investigation ttf the differtnc's itt eosts if iroduetio
of articles will' or inl part the growrlt 02' prodt of tl itlted States attd of
like or siiilti,'r stiles wholly or ill part, th growth or product of compting foreign
colittris, shall tild it therclhy shown tlnt thl, duties fixed io tiis Act titt lot equal-
ize the said difreilces il cosls of productiott ihi the United States a'nd the Iprhicipli
comttpeting cotttry h shall, y slichi iltvestigatiol, aistertahit said differences antd
determine awtd troclai t lu elaut uros in cltscitie'tiots or itinerases or decreases
ill ally rate of duty provide d in this Art shwoU by sidI ascred itet differences it
such costs of production ttecesstlr' to t(ializc the stie, 'Thirty days after tlu'
elate of soeh t'rocliamation Or proehahllItiotn SiIt1 chtaigts itt classification shall
take effect, and stch iitereased or dcecrt'ased dtties shall he levied, collected, and
paid oit such articles when imported from any foroiin cotutit'y inuto tle Uited
States or into laty'f i s SpoScssi(ns (except the Philippite T islands, tile , irgih
Islauds, at itt the islhantls of (laut f nd Tituilla) : Provided, '['hat thie total iutcrtase
or decrease of s.l'h rates of ditty shll not ekeeed .50 per eetttutt of the rates speci-
fied iii 'ritl(, I of ibis Act, or ill aty atl endatory Act.

Their act 11lso provided tlti. in extrente cilees the President could

exlud( trticles tv of cotllier'e froim olttinitg into the United States.
Under this nct President Coolidge issued 30 procIalations, of which
26 increased 1and 4 decresed duties Oil certil classes of articless itt-
i)orted into the United States, and Prtsitlei Hoover issued 32 prochi-
mnutions of wliel 1 M in,'eitsed duties anld 16 (leuiretis. ditties.

The proyisiotis of section 31.5 of the Tiriff Act. of 1922 were sub-
stntintiadly reacted ats section 336 of tt Tariff Act of 1930, (c. 497,
46 Stilt. 590, .591 (of which act the Foreign Trade Agreemetnits Act is
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an amendment), and Executive adjustment of tariff rates thereunder
have continued.

The two principles combined in the Foreign Trade Agreements Act
have been long and effectively used in connection with the regulation
of foreign commerce. Also both have been fully sanctioned by the
Supreme Court.

Its Field v. Clark, 143 U. S. 649, the constitutionality of the Tariff
Act of 1890 was before the Court. Section 3 of that act granted to
the President the power to engage in tariff bargaining and in con-
nection therewith to enter into Executive trade agreements with
foreign nations--a power similar in all respects to the first power
granted to the President in the Foreign Ti, 1e Agreements Act. The
constitutionality of the act was attacked up, Jn two grounds- (1) that
it contained an unconstitutional delegation of legislative power to
the President, and (2) that it delegated to the President the power
to make treaties in violation of the treaty-making power of the Con-
stitution. After an extensive review of the history of congressional
delegations of power to the President in connectioi with the regula-
tion of commerce, the Court said (pp. 690-693):

It would seem to be unnecessary to make further reference to acts of Congress
to show that the authority conferred upon the President by the third section of
the act of October 1, 1890, is not an entirely new feature in the legislation of
Congress, but has the sanction of many precedents in legislation. Wifile some of
these precedents are stronger than others, in their application to the case before us,
they all show that, in the judgment of the legislative branch of the government,
it is often desirable, if not essential for the protection of the interests of our people,
against the unfriendly or discriminating regulations established by foreign govern-
ments, in the interests of their people, to invest the President with large discretion
in matters arising out of the execution of statutes relating to trade and commerce
with other nations. If the decision in the case of The Brig Aurora had never been
rendered, the practical construction of the Constitution, as given by so many
acts of Congress, and embracing almost the entire period of our national existence,
should not be overruled, unless upon a conviction that such legislation was clearly
incompatible with the supreme law of the land. Stuart v. Laird, 1 Craneh, 299,
309; Martin v. Hunter, 1 Wheat. 304, 351; Cooley v. Port Wardens, 12 How. 299,
315; Lithographic Co. v. Sarony, 111 U. S. 53, 57; The Laura, 114 U. 8. 411, 416.

The authority given to the President by the act of June 4, 1794, to lay an
embargo on all ships and vessels in the ports of the United States, "whenever, in
his opinion the public safety shall so require," and under regulations, to he
continued or revoked "whenever be shall think proper;" by the act of Febrtmry
9, 1799, to remit and discontinue, for the time being, the restraints and pro-
hibitions which Congress had prescribed with respect to commercial intercourse
with the French Republic, "if lie shall deem it expedient and consistent with the
interest, of the United States," and ''to revoke such ordor, whetiuver, ini his
opinlionthe interest of tile United States shall require;'' by the act of Dceomber
19, 1806 to suspend, for a toned time, the operation of the noni-iinporlaft iou
act of the same year, 'if in his judgment the public interest should inquire It;'
by the act of May 1, 1810, to revive a former act, as to Great Britain or Firace,
if either country'hadi not, by a named day, so revoked or modified its edicts as
not "to violate the neutral commerce of the United States;" by the act of March
3, 1815, ani May 31, 1830, to declare the repeal, as to any foreign nation, of the
several acts imposing duties on the tonnage of ships and'vessels, anid oi goods,
wares, and merchandise imported into thu United States, when lie should be
"satisfied" that the discriminating duties of such foreign nations, "so far as they
operate to the disadvantage of the Uniited States," had been abolished; by the
act of March 6, 1866, to declare the provisions of the act forbidding the importa-
tion into this country of neat cattle and the hides of neat cattle, to be inoperative,
"whenever in his judgment" their importation "may be made without danger of
the introduction or spread of contagious or infectious disease among the cattle
of the United States;" isust be regarded as unwarranted by the Constitution, if the
contention of the appellants, in respect to the third section of the act of October
1, 1890, be sustained,
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That Congress cannot delegate legislative power to the President is a principle

universally recognized as vital to the integrity and maintenance of the system
of government ordained by the Constitution. The act of October 1, 1890, in the
particular under consideration, is not inconsistent with that principle. It does
not, in any real sense, invest the President with the power of legislation. For
the purpose of securing reciprocal trade with countries producing and exporting
sugar, molasses, coffee, tea, and hides, Congiess itself determined that the pro-
visions of the act of October 1, 1890, permitting the free introduction of such
articles, should le suspended as to any country producing and exporting them,
that imposed exactions and duties on the agricultural and other products of the
United States, which the President deemed, that is, which lie found to be, recip-
rocally unequal and unreasonable. Congress itself preoribed, in advance, the
duties to be levied, collected and paid, on sugar, molasses, coffee, tea or hides,
produced by or exported from such designated country, while the suspension
lasted. Nothing involving the expediency or the just operation of such legisla-
tion was left to the determination of the President.

The words, "lie may deem," in the third section, of course, implied that the
President would examine the commercial regulations of other countries producing
and exporting sugar, molasses, coffee, tea and hides, and form a judgment as to
whether they were reciprocally eq ual and reasonable, or the contrary, in their
effect upon American products. But when lie ascertained the fact that duties
and exactions, reciprocally unequal and unreasonable, were imposed upon the
agricultural or other products of the United States by a country producing and
exporting sugar, molasses, coffee, tea or hides, it became his duty to issue a procla-
mation declaring the suspension, as to that country, which Congress had deter-
mined should occur. He had no discretion in the premises except in respect to
the duration of the suspension so ordered. But that related only to the enforce-
ment of the policy established by Congress. As the suspension was absolutely
required when the President ascertained the existence of a particular fact, it cannot
be said that in ascertaining that fact and in issuing his proclamation, in obedience
to the legislative will, he exercised the function of making laws. Legislative power
was exercised when Congress declared that the suspension should take effect upon
a named contingency. What the President was required to do was simply in
execution of the Act of Congress. It was not the making of law. lie was the
mere agent of the law-making department to ascertain and declare the event upon
which its expressed will was to take effect. It was a part of the law itself as it
left the hands of Congress that the provisions, full and complete in themselves,
permitting the free introduction of sugars, molasses, coffee, tea and hides, from
particular countries, should be suspended, in a given contingency, and 0 at in
case of such suspensions certain duties should be imposed.

"The court is of opinion that the third section of the act of October 1, 1890, is not
liable to the objection that it transfers legislative and treaty-nmaking power to the
President." [Italics supplied.]

In the Union Bridge Co. v. United States, 204 T. S. 364, the Court
quoted extensively and with approval from Field v. Clark. Other
eases in which the courts have sustained trade agreements concluded
by the President under powers granted him by th Tariff Acts of
1890 and 1897 are Downs v. United States, 187 Ua. S. 496; Nicholas v.
United States, 122 Fed. 892; United States v. Tartar 6hemiceal Co.,
127 Fed. 944; United States v. Julius Wile Bros. C6 Co., 130 Fed. 331;
United States v. Lug/ties, 130 Fed. 333; ligliavacca Wine Co. v.
United States, 148 Feil. 142; La manna, Azemea & Carnan v. United
States, 144 Fed. 683; and Mlihalovitch, Fletcher &i' Co. v. United States,
160 Fed, 988.

The constitutionality of the principle of flexible adjustments of
tariff rates by the Executive was before the Supreme Court in H1ampton
& Co. v. United States, 276 U, S. 394. That case involved the con-
stitutionality of section 315 of the Tariff Act of 1922, which was sub-
stantially the saie as the flexible tariff provisions of the Foreign
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Trade Agreement Act. In holding the 1922 statute cuustitutiunal,
the Court said (pp. 404-410):

First: It seems clear what Congress intended 1)y 31 o. Its plan was to secure
by law tire imposition of customs duties on articles of imported merchandise
which should equal the difference between the cost, of producing in a foreign
country the articles in question iand laying them down for sale in the United States,
and the cost of producing and selling like or similar articles in the United States,
so that the duties not only secure rveimu but at the saine time enable domestic
producers to compete on terms of equality with foreign producers in the markets
of the United States. It may le that it, is dithriclt to fix with exactness this dif-
ference, but the difference which is sought in the statute is perfectly clear and
perfectly intelligible. Because of the ditlity in practically determining what
that difference is, Conge ss seems to have doiuled that the formation in its possession
was such (is to enable it to mak' the adjsortm,,nt accurately, and also to have appee-
hended that ieih Charnging conditions the dijfeernce o)ight vary in such a way that
some readjstmenls would be necesaiy to g%" effect to the principles on which lhe
statute proceeds. 'o nid such di(icullies, Congress adopted in 315 the method of
describing with clearness what its poic!l and plan was and then aitthorizing a cmber
of the executive branch to corry out this policy and plan, and to find the chanqin
difference frlm time to time, and to male the adjustments necesscnry to conform the
duties to the sftandald iotderlying tho policy end plan. As it was a matter of great
importrce, it concluded to give by stitirte t o tie President, theI chief ref the execi-
tive branch, the function of determiniririg the differere as it might vary. lie
was provided with is body of iivestigtors who were to assist h111i iin obtaining
needed data and agcertaniing the facts justify ting readjustments.

Thero was io specific provissn i'by whi1h Uictiori )iv tire President might le
invoked louder this Act, but it was presided that the President would through
this tody of advisers keep liiseilf alviseid cf the recessit' fr' investigation TI or
change, isild then weld priced to luirsite his cities inder the Act and reach
such conclusion as Ire uight tind justified by tire investigation, rid proclaim
the sauce if Iecessary.

The Tariff (rmmission cires not itself fix ciiies, but, hefuire the Presidit
reaches a crrclusiri ol the subject of invetigatio, th Tarilf commission n inst
make air investigation rnd i I doing .. nsm,,t give rtice to ill parties interested
and an opportunity to adduce evidence and ho he heard.

The well-known maxim "Delegates protests lni protest lh'gari," applirablh
to tire hew if gellcy ill the gelleral rse eCrinrolr lsew, is 'el understood aid
has had slider applierat.ir in the construction of cur Federral and Strte Coi-
Stitrtios thauT it ices ill lirivte law. The federal restitutionn ard Stat tern-
stitlitiohs of tisk corctry divide tie geoveriiie'rllti l t;o'er iiit three lrwh'..
'lire first is the tegisiritive, the secoii is tire exet'tive', nn the third i- the iudiciil,
and l. rule is that in the acturl admiiistratioi of the government Co ges
or tie Legislature should exercise th legi. ati-e poNer, tie President or the
State executive, the Governor, the executive power, aid the Courts or tie
judiciary the judicial power, and in carrying nut that constitutionid division
irito three branclirs it is is reach of tire Nrticie fiiriiesrtal lIW if Conigress
givet3 iri ) its legislative power anl tranferf'rs it to the President, ori to tihe Judicial
branch, or if 1y law it attelilits to invest itself Or its mhertiers with either excri-
tive power or judici poelr. 'This is not, toi r' that the three ibranlies ore ict
coordinate paris of oine government and that erueci in tire ieli eof its duties may
niit invoke the aetoi of the two other Israiries in so far is the action inrvokur I
shall iot. be an isumulptin of the censtitcrti'iil field if action f father bris'h.
Ie de'ermi ' dig cr/sit it my do in usckin ssissaicc' r m n hrer branch, the c.tcit
ctd character ef tlet assistance iii list be flricerc'd/rcs to cenmoz ie escne ard Ir
inherent is'cessil ie. of the go or i ccn lotl coordia,'ion.

''he fir ht of congress involves all r111l Iimny' v tarctics cf ihgislative action, and
congresss lss found it fe-qri'cdly lil'c''ss"ey to sure' enoi''s of tir lrxecutiv Br.icih,
within clethd liniitis, to ccurrve' the ,xttet effect intended hy its actl of le'giirntion,
isy vesting discretion in such oiltcers tic make iblic rogultr'mi intriretig a
statirte al directing ti' dst'ls Of iUs execior, ueri t tthe e'Ntert of pro iding
for ise' alrr ng ca 1ie'elh of i'cli evgiuitthonc, ,ltd S1ites v. friciascsd, 220 IT. S.
500, 518; f l 1idc Co . I i nitcd Slvoths, 201 U1. 8. 304; JItt'lifid v. ,'Uteqhii,
192 U. 8, .170: In re Kollsk, 65 i. S. 52; Occci c A'aui'gsioiiic (e. v. Strinaotie,
214 1'. S. 320,

( ' ccress ii ay fed hel i'sf ioble colcl veicctl to dclrminc e'ctlly hcr its c.'rc' ,'.-(
ccf the legislative peter should brcom' ef/'fc-tive, hcuise dt, Prdcit on .furtie conditim ,
and it may cavc the tcrmieliron f susch timc te, the decision of tt l'E'eculi ie, or
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as often Iipjleris i ll matters of state legislation, it, may be left, to a polithr vote of
the residiitts of it district to be affected by the legislation. While, ill a sense one
iiiay say that such residents are exercising legislative power, it is not awk exact
stA timeInt, betVius, the, power liis aredy iJeen oxercisd legislatively by the body
vTstd with that Fpower nider the Constitition, the condition of its legislatiOn
going into effect being oltde dependent by the legislature oil the expression of th;
voters of a eerie in district. As ,Judge Rnney of the Ohio Siirenie Court in
Cincinn ti, 'ilmington and Zanilstile Railroad Go. v. ('ommissioner, I Ohio Ste.
77, 88, sid il such a caae:

"'lie true lisftinction, therefore is, letwiten ole delegation of iower to make
che law, which neressarily involves a discretion as to what it shall be, and cotl-
foiring ii ithiiity or discretion aS to its exeCUioii, to be exercised t(hr ald
ill porsutice of the law. Thn first cannot b)e done: to the, later 11o valid oh-
jeetiot cm he made." Sea also Ainers v, Readiig, 21 Penn. St. 188, 202; Locke's
Jppeal, 72 Petn. St. 491, 498.

Again, one of the great funtiots conferred oi Con"ress by the Federal Cl,
.titttion is the regollatiol of iterstaie cotomerce ald rates to be exacted i;,
ii tcrstate carriers for the lpa ,enger aud un' cl:eliti , dic iatlhi. 'Te rales to Ibe
fied are myriad. If Con qe.ss were to be required to fix terry rote, it mould be im-
possibl to ,'xcrrise Or pover o oll. Telrel'fore, Co1i0t)1 .IIseecui ', that ill
the fixi ig of such rates, Conlgrcss may provide a Commission, as it does, called
t e Interstate Coinielct, ('ttmmissio!, to aix tluso rate-, after hearing evidence
alld arglillt onit coitcerlig tlemi Irii iittr'e.ted parties, all ill accord with a
-Yoneral 1rile1 tlat ('oigr(ess first lays' lown tht rato shall lie jist at d reason-
able eonsideriig the service given and tot discriminatory. As said by this
Court, ill Itdrstaie fComtre Cnommission v. Goodrich Traa-,l Co., 221 U. 8. It,
214, "'lc Cllg.cs may mot dclegaL' its purely legislative power to a commis-
sion, but, hai ing laid down the general roles of action miler which a commission
shall l)roctttl, it may requitc of that commission the tpl)lication of sich rules to
a.rtetirlr sitinations aind the inve,stigatitn of fiits, with a view to making orders

in a particularr matter within the ruls laid down IiN, the Congress."'Ie lirineiple upl which such a power is upheld ill state legislation as to fixing
railway rates is adtmir lily stated by Judge Mitchell, in the ease of State v. Chicago,
Militdokee & St. Pol tailwcay Camupty, 38 Mimi. 2,1, 298, to 302. The learned
Judge says otI pago 301:

"if such a power is to be exercised at tll, it caii only be satisfactorily done by
a board or cormrilission, eon.-tatly in session, whose tie is exclusively given to
the sulijCet, ai(l who, after investigation of thie facts, can fix rates with reference
to the iectiliar eirctrnistttnces of each road, atil each particular kind of business,
and who cart change or modify these rates to suit tie ever-varyig conditions of
traffic. * * * Ottr legislature has gone a step further than most tithers, arid
vested oir commissit with full power to determine what rates are equal and
reasonable iin each particular case. Whether this was wise or not is not for us
to say; but in doing so we ctintot sue that they have traiiscended their constitti-
tienal authority. They have tint delegated to the commission miy ftithority or
discretion as to what tie law shall be-whieh would not Ie allowlle-bit lnve
merely conferred upon it an atothority and discretion, to be exercised ill ti exe-
cation of the law, atd ttder and ini pursiimice of it, which is entirely permissible.
The legislature itself has passed ulOn the expediency of the law,' attd what it,
shall be. The commission is initrustei with no autlority or discretion it o
these questions." See also ilie lanlluage of Justices Miller and Bradley in the
same cas in this Cmtt.. 134 I". S. 418, 459, 461. 164.

It is conceded by counsel that Congress may ise executive officers in the
application nd enforcement of a policy declared[ in law by Congress, and al-
thorixe sitch officers; iit the application o? the Congressional declaratio to etiforce
it by regulation eqiiivaleit to law. But it is said that this never hes beenper-
initted to be doe where Congress has exercised the power to levy taxes and fix
customs duties. The authorities make no such distitctio. 'T'lie same prin-
ciplo that permits Congress to exercise its rate making power in interstate cons-
merce, by declaring the rule which shall prevail in the legislative fixing of rates,
and enables it to remit to a rate-riakirig lied'y created in accordance with its pro-
visions the fixing of suel rates, justifie, a similar provision for the fixing of cus-
torns duties on imported merchandise. If Congress shall lay down by legislative
act an intelligible principle to stich the person or body authorized to fix, such rates
is directed to conform, sitch legislative action is not a forbidden delegation of legisla-
tive power. If it is thought si'se to vary tI& coslomns ditties according to changing
conditions of production at home and abroad, it may authorize the C hif Ixrccuti.
to carry oid this purpose, with tite advisexy assistance of a 'ariff Cormission
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appointed under Congressional authority. This conclusion Is amply sustained
by a case in which there was no advisory commission furnished the President--a
case to which this Court gave tile fullest consideration nearly forty years ago.
('alics supplied.)

Speaking on this same subject in Norwegian Nitrogen Co. v. United
States (228 U. S. 294, 308), the Supreme Court said:

Tie powers of tile President under the flexible tariff provisions of the act of 1922
differ in degree rather than in kind from powers that have long been his.

In 1934 conditions affecting this country's foreign commerce were
comparable to those affecting it in the early days of the Government.
Again that commerce was burdened and harrassed on every hand by
unfair and discriminatory practices of foreign countries. The need
for immediate and effective measures to remedy these evils was urgent.
Faced with this situation the Congress resorted to those measures
which had proven effective under comparable circumstances in the
past.

The Congress had the constitutional right to do this. In addition
to the long history of the use of these measure the Supreme Court
had expressly approved their constitutionality. Besides, that Court
has long held that the Congress in the exercise of a power vested in it
by the Constitution may exercise a wide discretion in the choice of
measures and may emplo yany appropriate means available. In
McOudloch v. Maryland (4 Wheat. 316), Mr. Chief Justice Marshall,
speaking for the Court, said:

A constitution, to contain an accurate detail of all the subdivisions of which its
great power will admit, and of all time means by which they 'nay be carried into
execution, would partake of the prolixity of a legal code, and could scarcely be
embraced by the human mind. It would, probably, never be understood by the
public. Its nature, therefore, requires, that only its great outlines should be
marked, its important objects designated, and the minor ingredients whic.t com-
1)ose those objects, be deduced from the nature of the objects themselves. That
this idea was entertained by the framers of the American Constitution, is not only
to be inferred from tile nature of the instrument, but from the language (p. 407).

* * * a government, intrusted with such ample powers, on the duo exe,:. -
tiom of which the happiness and prosperity of the Nation so vitally depends, must
also be intrusted with am)le means for their execution. The power being given,
it is the interest of the Nation to facilitate its execution. It can never le their
interest, and cannot be presumed to have been their intention, to clog and emi-
barrass its execution, by withholding the most appropriate mneams. * * *
that instrument does not profess to enumerate the means by which the powers it
confers may be executed * * * (p. 408).

The Governmnunt which has a right to do an act, and has imposed on it, the duty
of performing that act, must, according to the dictates of reason, be allowed to
select the means * * * (). 409).

To employ the means necessary to an end, is generally understood as employing
any means calculated to produce the end * * * (p. 413).

It iust have been time intention of those who gave these powers, to insure, so
far as human prudence could insure, their beneficial execution. This could riot
be done, by confirming the choice of means to such narrow limits as rot to leave
it in the power of Coigrcss to adopt any which might be appropriate, and which
were conducive to ti end, This provision is made in a constitution, intended
to endure for ages to come, and consequently, to be adapted to the various
crises of hunan affairs. To bave prescribed the means by which government
should, in all future time, execute its powers, would have beei to chianige, entirely,
the character of the instrument, and give it Oih properties of a legal code. It
would have been ail unwise atteml)t to provide, iy immutable rules, for exigencies
which, if foreseen at all, must have been seen dimly, and which can be best pro-
vided for as they occur. To have declared, that the best means shell not be
used, but those alone, without which time power given would be migatory, would
have been to deprive the legislature of the capacity to avail itself of experiene
to exercise its reason, ammd to accomodate its legisladion to circumstances. R
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we apply this principle of construction to any of the powers of the Government,
we shall find it so pernicious in its operation that we shall be compelled to discard
it (p. 415).

The provisions of the Foreign Trade Agreement Act hero considered
are quite different from the statutory provisions considered by the
Supreme Court in Panama Refining Co. v. Ryan, et (d. (293 U. S. 388).
In that case the Court dealt with section 9 (c) of the National In-
dustrial Recovery Act (48 Stat. 195, 200), relating to the transporta-
tion of "hot oil" and held this statute to be unconstitutional because
the Congress had declared no policy, had established no standard, and
had laid down no rule, thus leaving the statute with no "requirement,
no definition of circumstances and conditions in which the transporta-
tion is to be allowed."

In the Panama Refining Company case, however, Mr. Chief Justice
Hughes, speaking for the Court, said (p. 421):

Undoubtedly legislation mu lta boadapt4 L9 complex conditions involving
a host of details with w ie national IegislaI pgtannot deal directly. The
Constitution has novg tien regarded as denying to tn, congress the necessary
resources of flexible H. nd practicality, which will enable it perforin its functions
In laying down icies and establishing standards, while l6avinq to selected
instrumentalitl91110 making df subordi'te ro within prescr Ind limits and thedeterninatIoif facts to which.t.ie poli ' as d.ed by the legisl ure is to apply.
Without capiity to give auth0rioationdof that art we should haktet anomaly
of a legislaVe power, wllti in itany cirtumstanrces, calling for its e*irtion wouldbe but a f~fility,', It°' ' '-' ''

Othertlecisions of the $uprenie Court sdpprting the tule thus
stated )y Mr. Chicf JustiogThW"Ihes 'Will be fond in St.f 'ouis d
Iron untain Ry. Co. v. Tldor (210 U. S. 281); Arizona Or cery Co.
v. Alceon, Topeka & Sanla le railwayy Co,.', (284 V. S. 370),iboth of
the abdre decisions sustairting delegttfla f rate4-naking powi to the
Interstate Com erce Con~inission;,,Bu fe/d v. Stranahan (1f2 U. S.
470), staining delegation to the $06retgry of the Treasury jbf power
in connection with the Ofiport tou ioftea; Umn k'iridge Co~v. U. S.
(204 U. 43. 364), 4s1s0&ining delegation to the Saci-tary .f War of
ower in onnectiori with the removal of obstructions to navigation ;
United Stats v. (rIimaud (220 U. S.'"606), slstgiiing delottion to the

Secretary of. Agriculture ofvower to make hiites and regulations gov-
erning national forest reserves; Red "0" Oil Manufaclulg Co. v. North
Carohtna (222 , S. 380), sustaining validity of .aNorth Carolina
statute delegatin Ito the Board of Agriculture Qf' that State powers
governing the sale of illup~nating oils; and ' xity others too number
ous for citation. an"i'V-iny otherstoo n.iner-
The Foreign Trade Agreement Act fully measures up to the stan-

dards thus prescribed. Tho Congress was confronted with a condition
requiring legislation adaptable "to complex conditions involving a
host of details" with which the Congress itself could not (teal directly.
The Congress mot this condition by laying down a definite j)olicy,
establishing definite standards, prescril ng definite procedure to be
followed, and leaving to the Executive the carrying c,it of the declared
policy within priescribed limits upon a determination of the applicable

It is important, moreover, to bear in mind that the Panama Refining
Company case dealt with an act of Congres3 relating to internal
affairs as distinguished from foreign affairs. This distinction was
noted by Mr. Chief Justice Hughes when, after referring to the early
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embargo acts liscussed above in this ittentorndmiutl, he stIlted tat
these acts were "cognate to the conduct by hlilt (the President) of the
foreign relations of tille Governteit," thus indicntillg that title Coirt
recognized that broader tatitint obtains int the illtielnotiolel ivd lot
exists wiith reference to dotitc e afin'irs. This differentintion wits
nopletie of the tiecision of the 'upreie (ourt in the more recent

('use of 1% fted Shtte.s v. ('rtis,- lIrtqit IGaport Corp., 0 0., (299) 11. S.
30,1).

1he Curtiss-W right lE.'port Corporation tast' denlt with the joi1t
resolution of May 28, 1034, witd tie .tocltintioii of the President
issued therettdei: prohibiting tie sale of a rits or t. '1tilitiolls of wili
to comtries engaged in armed conflict, in the Cli cto. The v itidiv
of the statute ad of the proclmation were littucked on (lie ground's
of uncofstituttionit delegation of legisi five power. Sustiiniig the
net an( till, prohamation, the Suprime Court said, in part:

It is important to bear ill iilld that we tor here deitling wit aloie with at
authority vested it tile President by all exertion of legislative power, hot with
such sit authtity phis tile very delicate, 1lenimry, atid ex'ltisive iwer of titi
President as tOe sole orian of tie Federal ('overntmeot ilt the fitld of interatiotl
relItiois ---,I power which does not require its i htsis for its exerliso all let of
Congress, but which, of course, like every other governmental [pnwer, mitt Ista
exercised in sttlortlhatittt to the applicattle trovisiotis of tlhe Citustitltiot,. It. is
qtiite apltarent that if, in lhe itaittelnce (f our i ll i'r tiotd relutiois, etmbarrass-
ment-perhaps serious etiitltnrrasszieltt- -is to he avoided tilltt succe-s for our
ailms aeihieved, Congressional legislttion w'lich is to) he matde effective thoughllegotia'tiol and~ inquiry within the inlterilatiollal field muilst oftell accolrd to the
President a degree, of discretion and fr(tdom from sltatutory restriction which

would ttt he atdmissilble were domestic aflairs aonic invlvted (Ip, 319 320).

The Court carefully explained that-
When tite Presildml is to lie authorized 1iy legislation to act itl r'slet of a

niatter intended to tffeet it situation ill foreign territory, the legislator properly
bears il miti the imtportaut ctnsideratioi that the foritt of the Prsih'irt's
actiou---or, iii(ded, whether h itshall act it all-- may w 9ll dt'ieod, tonIg other
things, upon tile niaturte of the9 eottfideritial information which has or may there-
after receive, or upon the effect which his action ay have upon (uit foreigtl
relations. This consideration * * * discloses the unwisdom ifi requiring
Congress inl this field of govermeiital power to lay down narrowly definite
st andards by which t lie President is to lie gtoverned.

* * * S *1 * *

Ill i, he light of the ftregoing observations, it is evidont that this cirt should
not be iii haste to apply a gewral rue whiih will have the If'eect of cuidemtiiing
legislatiit like that iideir review its cotisti uting fill ttttlawftil dcltgatiol of legis-
lative power. The principles which just fy such legislatitit fitd overwhelming
support in te unbroken legislative practice which his iirtevaih'd almost from the
itcepition of the national government to tie uresmi dtty (pip 321-:322).

The Court concluded:
* * * It is etiotigl to summarize Iy saying that, both illott printeiple ati

ill accordaitce with precedgut, we tcclhd(le tiere is suflieiiit warrant for the
broad diseretion vested i lie l'rs,,itent to dettine whether the etforce'eitt of
time statute will have a bemeicial effect upot, the rvstablihtient of peace ill the
affected coliltriv;s * * * and to pr(Iscrilbe linmitatiom.- all( exceptiotis to
which tlo etiforceiient of (lie resolutim shall Ie subject (p. 329).

It is not important from the point of view of the constitutionality
of a law delegating authority to an agency with respect to tariir
matters whether the Congress specifies a pArticular rcite to be applied
in a given sitintion or a maximuni or minimum rate beyond ti
limits of which changes may not be mttde. Both classes of legislation
have been enacted and halve been hl to be constitutional by the
Supreme Court, But far beyond either of these situations are the
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well known rate making eases ill which tile (oigress has prescribed
no rate and no range within which rates may be fixed, but rather
has left to the rate-making liody, namely, tine Interstate Commerce
Corunrission, the determination of "just and reasonable rates."
(St. Loui.' O I&o/n -l;oun/tai/v I?!,. v. 'aoylo/', suprla; Arizoa Grocery Co.
v. Atchison, Thpeka ' Saita, I'1e lailu:-y ('o. et (/l., supra.)

In view of tine historic exercise bv the Pesident, under Iauthority
of acts of the Congress, of poweis similar to those granted in the
Foreign Trade Agreement Act and of the express rieclirat tions of the
Suprenie (ourt in the cases mentioned, it would seei that there 110
loiiger exists any sonid basis foir t contention tat tile Foreign
Trade Agreement Act is unconstitutional because it contains an
unwarranted delegation of legislative power. As has been aptly
stated:

Legally and structinlly, the Trade Agreenwnt Act seems it iiol'l of statutory
ejtctivetncN. It is clear, easily construed, and constitutiounally orthodox;
* * * (i( Yale I aw Journal (1937), 69-670).

Tine CHIAIJRMAN. The next witness is Mr. Rogers.

STATEMENT OF JAMES GRAFTON ROGERS, MASTER, TIMOTHY
DWIGHT COLLEGE, YALE UNIVERSITY, FORMER ASSISTANT
SECRETARY OF STATE

'rTe C,'IAn Ax. Ir. loger, will you give us first it brief sa1temiell
ii out. your.ilf, your iaeqccrol ud, experience, ad so forth?

Nir'. lo Is. I was originally trlilmed as a lawyer. I was Assistant
Secietary of Stinte ill the last 2 years of tile 1loover administration,
particular in charge of economic mstiers. Since that I have been
for two years l)enai of the Law School of the I IT iversit v of Colorado,
a tid then Intel' Nlter of tile Timothy 1)wight ('ole(r it Yale ITni-
versity. My principal interests are ill the field of national and
ilterl l tionrIl tecoiomi s and goveruncint, policy.

'l'The ('rAnIMAN. YOU were ill the 1o ier adininist ration as As-
sist ant, Secretary of Stite fromN March 10, 1931, to Iarch 6, 1933?

fIr. RoCnyn.s. 'l'hiat is correct.
The (1IAINMAN. *Mr. Stiruron was Secretary of State at that time?
Mr. Roox-ms. 'lhat is right.
The (1u1AIRMAN. Ve waritedi to get yorr reaction arid views re-

specti)g tine i ost-favuired-lntion principle us involved iii the Trade
Agree)mlnts 1'rograJ. ust, proeeod in your own \u+ay in discussing
it, Mr. Rogers.

N [r. Ro:ns. I have een risked Ito rpent here what I have srid i
great 1i1an'y t in's ill print. iluI in add dresses in regard to the techiniqie
iind results of tire d iffe ren niet hods of treating tile Anierici n policy
ill regard to foreign trade.

1 cario1 into the admiistratior Ii0 yea rs ago as ii protectionist in
the old-filshioiiii stict sense. I was exposed for 2 yeans to thu
neceessitics from tile level hoping conditions of in tcii intional trinde, rill
I left, with a comnpl'te alteration ill my attitude ill regard to the
policies thiltit we oligh, to J)ursure ol international trade. As time has
''4)111 on1, I Ira ve t rirul to keep traek of this sort of thing, indeed I
ae a g irit derd of rather intimate contact with it, and what I 11nr

expressing now is the liroduc( of that kind of thinking aid fhiat kind
of experience.
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Let me say that I am a Republican, that I am hopeful of a Repub-
lican victory this year, that I do not speak in terms of anything
except this policy, but this policy-

The CHAIRMAN (interposing). That is the first time these gentle-
mni on that side have smiled for a long while.

Senator DAVis. For a Republican, like a Democrat, it is all right
to change once in a while.

Senator BRowN. As long as he confines it simply to being hopeful,
that is all right. If he expressed confidence, that would be something
else.

Tie CHAIRMAN. Now, you may proceed, Mr. Rogers.
Mr. RoEs. If I may put it for a moment in terms of my own

thinking, let me say this. There are three or four, possibly more,
methods in which the United States can deal with its trade with
foreign nations. One of those which is likely to develop as a possibility
and which undoubtedly is going to be followed by the European
nations as the war develops, and possibly after the war, is wlot is
called inercantilism. That is the kind of thing that Japan is doing
in China today. It is selling at the point of a bayonet.

Great Britain is, in the emergencies of the war, doing a somewhat
similar thing. Great Britain in its early history did it. It is the
kind of thing that the United States has never piirsucd, but which it
would be very easy to develop sentiment for in this country if the
rest of the world breaks out in a rash of it.

It is not at all impossible as a policy in this country, although it is
not one that is in our tradition.

Now, turning from that purely aggressive attitude of confining our
trade channels to places which we control and of forcing of countries
over whom we have domination to trade with us, which I call ier-
cantilism, let me turn to some of the other policies which we could
more likely pursue.

Our traditional policy has been a kind of a stiff protectionism,
without much regard to the attitudes of the other countries, self-made,
self-contained, self-assured, and self-confident.

The difficulty with that policy is that it rapidly degenerates. The
effect of the isolated and self-contained protectionism is to drive one
country after another into the same attitude, and particularly when
that protectionism is carried on by a great and powerful nation like
the United States or Great Britain.

It is not true, I think, that we have been leaders in our extreme
protectionism in this country, but the model of the American Nqtion
is so important throughout the world that everything that we 'do
influences other countries, and particularly the little countries of
Europe and South America.

The degree to which the United States provides the models for
action, political action, all over the world is sometimes startling, and
the consequences revert back to us.

I treat American policy as being simply a determination of our
own interests. That is the way to ran the world, but ou own inter-
ests may involve in the extremes that of a self-contained protection
policy ultimately.

Another feature of it is that it is very difficult to keep it scientific
in the sense of rationalism, because, as I need not say in these hals,
the way that tariffs are made is a product of political compromises
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and combinations, in familiar phrase, log roiling, and it is very diffi-
cult, as one administration after another !has found, Democratic and
Republican, through the years, to keep any tariff policy framed on
the program of our own simple past attitudes from getting constantly
distorted by almost the accidents of political pressure, by personalities,
by regional pressure which happens to be affective at the moment, by
various combinations, and even political ambitions and jealousy.

We all recognize these facts, and I am just dealing with them in
order to kee l) the thing in order for the moment.

There is another policy which is the real rival of the policy of the
most-favored-nation reciprocity agreements, and that is the policy of
special bargaining, as I call it; that is to say, it is a plan under which a
nation makes an agreement with a single other nation or a small group
of other nations under which they make concessions which are appli-
cable only to the two bargaining parties, and are not applicable to the
rest of tie world in general. That policy has been particularly con-
nected with the history of France in its recent years. There have
been other countries in the past, like Spain, which have adopted it as a
general principle, but France is historically in the last century the
great example of that kind of method.

It is peculiarly difficult for a country like the United States to follow
it, for a number of reasons. The first of them is that it involves
extreme flexibility in the executive department. It involves making
tariffs by the process of Executive decree; it involves altering them
almost from week to week; it involves the abandonment of the demo-
cratic process, at least so far as the foreign affairs is concerned, by
turning over to the executive department very considerable control
over the international economics of the country involved.

But it is worse than that. It is impossible to keep it separated
from financial and political motives. An executive department, the
Department of State, which has over its desk hour by hour, military,
political, and financial problems inevitably mingles them with its
business and economic problems, and tie history of the French special
bargains throughout Europe is a history of political contrivances made
one after another in the most rapid sequence, in which not only the
business 'of France but the money of France has been devoted to its
military strategy, in which the bankers and the businessmen have
been called upon by their government practically to subordinate their
economic and business motives to the political policies which impinge
most on the department which has to handle it.

We run great danger in this country of seeing something of this sort
occur in the Western Hemisphere.

Senator VANDEN JRIO. Mr. Rogers, when you complain against the
bilateral agreements because they trend toward tariffs by executive
decree, how can you s , tain trade agreements which are nothing but
tariffs by executive deo:ce? Our trade agreements?

Mr. Aoomms. It is undoubtedly true that there is considerable
executive discretion uner the reciprocity treaties.

Senator VANDENiF.nm. There is nothing else but.
Mr. RooEiS. No; it is limited in many particular, but it is chiefly-

my criticism of the other policy is chiefly on tho ground that the
executive-decree policy becomes a political and financial policy as
well as an economic policy, and in the case of the reciprocity agree-
ments, the motives, the purposes are primarily economic, and there-
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fore we have not got executive decree in the sense of political incentive
being involved in them.

I recognize with some reluctance, 1 admit, that we must face some
centralized control, btit it seems to me it is not serious.

Senator VANDENBIRG. When yO1I plIt your economic, in the hands
of the State Department, which is what we do under the Trade Agree-
ments Act, do you think that is the way to insulate our economics
from international politics?

Mr. Roonems. No; but I do not think that you can insulate it in any
better fashion, Senator. We have ot to face, us I am about to say,
we have got to face the fact that in a world in turmoil, in a world
more than in turmoil --. in a world inl desperation--. the United States
nst have some flexibility in its policy. If there were a better place
to put it than the State Departmetit, I woutl be glad to see it I)ut
there. I would also rather have it there than in the White Ilouse,
and . would rather have it there than ini most of the other depart-
ments, because there is a tradition, at least, that is fairly well estab-
lished, but we have got to have it, somewhere, as I see it, and I atl
content to see it ill the State I)epartment as the best placo to put it.,

Senlttr V'ANDENBEu . I wOuld ldot wanItt you to misunderstand
my feeling about it. I completely agree that we lowe gtot to lve
flexibility -in order to meet not only the wiar ttautl conditions but tliw'
1ost-war, treile readjustment impt. I just 'question whether or not
we hmve got to give ip the democratic, process in order to (10 it, and
I think that you have g ivel up the lcinoc'ratic process when you let,
the gentlemen in the State Depvertmnt tlo what they please with our
tariff laws. I think you could (10 it through a tariff Coanis.siot with
enlarged powers, yol vould do it, through, a foreign boar'l of trade of
soie Chatiucter, sn.tlhig like the hitish Boatd of Trale, iivay4
on the bttsis, however, of criteriat in the 1aw which sets the bolundtries("A
beyond which they cannot go. lave you alny quu'rel With that
oblective? 

Z,

Mr. Romims. I have nto particular conviction about where the
authority ougbt to be fixed, If it were possible to sot ill) a Conimission
or a hnbard whichN would have the experience anti the development of a
good traldition of service in it. it would be entirely satisfactory to inc.

The difhit'lties historically have been that when we set up these
boards, about two-thirds of the time they get off on the wrong track
because they have not got a sound history against which tley worl.
Men work tecortling to la.tterns, and tin pattern is not toade for
tbeni. 'The only ai'giiitieiit that could be mt1ade for the State Depart-
weet, the import anei to me, is not, he argumen t thet the thing
naturally belongs there historically, but they have neore background to
operate on than a. fresh commission.

IIona tOl' VAN DNIER. Vel, dealing with the question of tlh'ibility,
1 (10 not wait to interrupt t'l i contiliiuity of your It atent -

Mr. Rooias (interposing). I have ito objection.
Sellatol' VANIEniItRG. I SO comply lely agree with your statement

about tie need for flexibility in the present and prospective colltitiou
of the world that 1 do not sce how iii the world you can rely oii as
narrow an instruinentality as the trade agreement s, wlich tleal almost
solely with rates, to meet the impacts we atre going to confront. You
have already satid that the external world is shot through, with what
you call iereantilism already, bilateral agreoinents--1,500 of them in
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the last few years--extree protectionism, self-colltiamilent sill
around, blocked exchange, eninbtrgoes, subsidies--how sire you going
to deal with iall those nicliaces to our trade through the relative intlex-
ibility eves of si rsi(l(,=igreelneui .s program.?

M',. RoosIms, Every choice of a political policy, Senator, is a choice
between ii bundle of strengths frind we kisesses. Any political policy
hls its wenknesseos, This is a. question of te nlc( result roPortmin-
ately of the stvngths sid weaknesses, al die vurving types of policy
we (can follow, My jildsle(st is, as I was trying to say, that the
weaknesses for (lie U)it(,d Statts, pa particularlyy in 4 bis ieral barainisl
policy are in)fiitely grentor t11 the obvious wee knesos connected
with'the inost-ftvored-uition reciprocityr policy.
Senator VANI.NIEHn. Bit ill woril which is distressed with all

of these other artificial interfereines, which both of us igree exist to
a tremendous degreee it the l)resent tiue, f(i constantly multiplying,
in that kind sif a world, first a worhl at war and second is world fAcisg
a subsequent rcsadjust ment which will he bitterly competitive, in
that kind of it world it, seems to use that when we puirs) o the unroii-
ditional inost-favorcd-itioix policy, we sire just bound to get the
worst, of it, We are the ones who maiitain the ideal of which you
speak, aWl the other fellow takes our sliru.

Mr. Roo us. If we abandon the principle of eqiuality, which is the
word ineant by tle most-faivored-iiation (lIause, if we a bandon the
pirineiple of equality and proceed to strike special bargains with any
cousitry you plellse, coliitry A a)t the present, monient., our whole
structures( of ecoiloinics, itleirnatiotiel economics, falls in a moment.

Sen81tor VANDENBir(. Cin we isuinthin it sill alone? Is not, the
rest of the world rendering nothing but lip service to the uncondi-
tional most-fuivomeil-imsssii policy at tile ireseit tinse?

Mr. Itomats. It is n booutedly true that there is ia great deal of
effort to ivoid tho c(shieque) ices of our trvties, and soue successful
effort, Sei: tor, but it is oquslly true that the estpecity to make these
treaties end freely t go s'heitd with t emi, eonst.mstly detor s the coun-
tries from doil)gwh they mig"lt, o erwise she, that we Itro Jokling
over their leads , caipjcity to deil with them cud with their neighlors
,.nd copiletitors, which tenlds to keep them in line wit)) tie policy
which we dictiite; nd one of the greatest tlvintg,gs of 010 )rogram
whi.c is in o))ratiofl tie t)e collateral adva tsges its contrasted with
those Specifically dealing with anly branch of trade. We are detdi)ng,
if I may say so, iend it sounds a little extrsivagsust, but we are delisig
with an ittiituisde h cro which is eniotiollen, i s much its auytbiilg else,
and the fact ( ist the IRiteul St rates ticks ste)d ily a, , principle of
((quality, tha, t it refus s to goet eutasuglod il any of (e lolitica'l alli-
ai es, t1e .spciiti sgreos I ( (11 and (on) )n itine its that nIvy come oit
of billtty iargitilling has s1,1 effect oil all the rest of tbc world, aind
particularly th Je little mtions over the Stretch of 0Jie would, which is
of the ut-5550't iiliport inice, it) my jud gment.

Senator VANDENBiG. Whelt is tlio effect when o we dip inti thlis
sisi)t reservoir of imnnmrsd practices, wielm we incke some barter deals
its we Jhav done, doutWIi we pay sonm expot subhidies, a s we hiaveodone;
when we do precisely the santo thiiig agisst which you inveigh?

Mr. Rounse. I have no sympathy whatsoever with the policy which
you tire now suggesting, It is a c,:ontradiction of tle other policy, in
My judgment, but it has not gone far enough yet-I hope it won't go

747



RECIPROCAL '1iIAi); AGREEMENTS ACT

further--but it has not gone far enough yet so that it upsets the basis
on which our foreign trade has been conducted.

Senator VANDENBERG. You concede that we are already in conflict
among ourselves on that subject?

Mr. RoGERs. Yes, sir; and a serious conflict which may develop
into major iml)ortance.

Senator VANDENitERG, And cannot the rest of the world force you
into further conflict with yourself in these practices?

Mr. ROGERs. The rest of the world can undoubtedly tempt us into
all kinds of policies, and particularly our preoccupation with the idea
at the present moment that we ought to distribute special favors in
the Western Hemisphere. It seems to me that we have got to keep the
whole of our world policy on a single basis.

Senator VANDENBERG. My feeling, and then I am through and I
apoligize for the interruption, is--I concede your ideal and I think
the ideal has collided with the terribly practical problems in the
world. It is like the good-neighbor policy in Mexico-it is a splendid
thing to talk about only you get the worst of it. And I am just
wondering if it is not inevitable that we get the worst of the unconi-
ditional most-favored-nation policy so long as we cling to it faithfully,
as you want to d6 in the presence of a world which completely denies
ever element of it in practical net results.

Mr. Ro(itms. Senator, I am not concerned with ideals or with
academic theories about the conduct of our international economic
policy. I am concerned--my point of view toward that sort of thing
works best whenever a nation looks first after its own interests and
that ought to be our own duty here. I am dealing with it as far as
I can see it entirely as a practical policy for ourselves. If there is a
conflict between theory and practice, I am on the practice side.

Senator VANDENBERG. Then you ought to be on my side in thfi
argument.

'(he CHAIRMAN. Did not Chief Justice Hughes, when he was Scere..
tary of State, take a somwhat similar attitude as yours?

Mr. Rooms. Yes, Senator. There has been a lot of conflict on
this through the year. Both parties from time to time have adopted
various of these policies, and there is quite as much in the long reach
of the years, quite as much Republican policy toward this kind of
attitude that I represent as there is Democratic policy.

The CHAIRMAN. Do you know of anyone in the State Department
who has been a stronger advocate of the unconditional most-favored-
nation principle in our relations with foreign countries than Mr.
Hughes, while lie was Secretary of State?

Mr. RoGnits. lHe undoubtedly represented that point of view, but
I would not be able to answer comparatively.

The CHAIMAN. So that you are in pretty good company even
though you are not in the stame company with Senator Vandenberg
o1 this question?

Mr. RooEns. I am often in company with Senator Vandenberg,
but I am not at this point.

Senator VANDENBERG. I want to confirm what the chairman said.
I know that Justice Hughes was certainly one of the most devoted
advorates of it in a world at peace, which is a totally different thing.
You cannot run America the way it was run when Mr. Hughes was
Secretary of State, in a lot, ol' different ways, and I have heard the
chairman make eloquent speeches on that subject.
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Mr. ROGERS. Senator Vandenberg, in my judgment, if at the pres-
ent time we abandoned the principle of equality in our trade treaties,
the little neutral nations of Europe who are trying to keep out of the
fray would give up any hope of maintaining any trade with anybody
in the normal sense, and would simply surrender themselves in a series
of desperate efforts to save what trade they had, as between the bellig-
erents on the two sides, and our constant stAtement to them that we
are going to treat everybody alike deters them from that because they
know they will abandon the opportunities for trade with us, which
have been significant to most of them and which they expect to see
resumed at the end of the war. Therefore, it, seems to me that the
turmoil and disturbance of the war as it has now developed and as it is
going to develop is an even stronger argument for this kind of a policy
than the conditions of peace.

Senator VANDENBERG. What would you say to comIposing our
differences on the basis of this compromise, that we will maintain tile
necessities of the objective which you describe? I concede that. Sup-
)ose we just suspend any further efforts to make trade agreements-

leave the existing ones as they are-and just suspend any further
effort in making them until the world has somewhat settled again on
the basis of soei reasonable stability.

Mr. Roomus. My judgment is tfhat most of the important trade
agreements have been made--indeed, there have been more made
than I thought (; ginally could be produced in practice. It does not
seem to ine that there is a very large field for any operation that is

left. It does seem to me, however, important to keep in the bands of
the Executive some flexibility for adjustment as time goes on. No-
body knows what is going to happen tomorrow. It is obvious that
the channels of trade are altering all the time, new conditions are
arising, and my instinct is to preserve in the Executive the capacity
to order and modify these agreements and possibly to explore new
ones as time develops. The great part of the activity, in my judgment,
is over.

Senator VANDENBERG. Do 70U think the escape clauses in the
present agreement permit of complete flexibility?

Mr. ROGERS. Not complete.
Senator VANDENBERG, Adequate?
Mr. RoGEis. They permit considerable flexibility, not so much

because of their terms as, because they open up the doo! to further
adjustment and negotiation. 1' am glaid to have seen them enlarged
as experience has gone on.

Senator VANDENBERG. 1 ail not going to interrul)t you aly more,
Professor Rogers; go ahead.

Mr. RonEns. I think, Senator, that we have covered a large part
of what I had to suggest to you. Let me suggest this as an additional
point or two.

The' biparty bargaining plat which I have characterized particu-
Iarly as te 1.rench plan, has to be confined to a country which pro-
duces a relatively small number of export products. If a country
like the United States whose trade is in constant flux, in which our
exports are varying in type froml tie to time and in which the actual
flow over them, the channels in which they flow throughout the world
are varying, if a country of our type attempted biparty bargaining,
we would immediately get into difficulties, in may judgment. Franco
has a few export products. A.nd not only do we get into difficulties
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its matters of policy, hut we get, ilito diffialeltis through the fact tha
intertli pr(essue lands oii the pt,ople who are hiindling the polic..
am th ln.lilL is that iiti, rnial ftavoi6isn1 develops, ait] it is oat) of
the scltndls of Fronch pohti ics, 1, seaiidil which thi e lirlrage F lich-
man trliets ias one of the iil'eusli 1w i ill twla, e ilitil'y Jolivc
of his eollntry, thit I liii soit of tlili has do iellod eiistlliy ill
1"1i ice.

It seem co lit', thefori'e, tha t with il1 Vryi lg t pos of )xport
trlldet al illptlt traldt iilso, tllat with our whollv flexible aind fluid
type of tride, thai, the ,qtill]ity type pYolicy is not only the wise,'t
thing fr-ol the standpoint, of the eild we Nitllt to gail, but. that it,
frezus5 us, protects 1 agiilist (difiiiliis tiat, would !)l)Collr in the
policies' whict [I' Colspicou ill the world wlitl er tihe other policyJlits iieetl followed .

This, Mr. (hilirinan, I think, covers the 1 n1i1h1 thoughts that I hatd
in niiid inll itl tteipt to explain why my own judgment is clear oii
the matter.

The CHAIRMAN. Are there any questions of Professor Rogers?
(No lesp)OlSe.)
The CHAIRMAN. Thilank you, Mr. Rogers, We tire very gld thait

yOu came down and we allprCciate your having takon tile trouble to
come here tinti appear before ts.

The committee has been requested by two Me2Iinbers of the House
of Representatives for an opportunity to m ke short statements. Wo
will hear Congressman Murray, of Wisconsin, first.

STATEMENT OF HON, REID F. MURRAY, REPRESENTATIVE IN
CONGRESS FROM THE STATE OF WISCONSIN

Tie CHAIATN. Did you appear before the Ways and Means Corn-
Jm1ittee?

Mr. MURRAY. The agriculturial bill wits Oil the floor of the House,
and we could not appear that day. That is why we asked to appoti
here.

The CHAIRMAN. Proceed.
Mr. MURRAY. The dairy industry represents over 20 percent of the

national farm income, and up to this time, neither before the Ways
and Means Committee or on the floor of the House have . felt thit
the real facts in eonlietion with these trade treaties have hbeen Irottgi
out. If you will jutst stop me when illy tilue is up, I will give you
what I can tibout it.

In opening this discussion, I would like to sily that I have contended
since their inception thltt these treaties have 1 eein ilnjurious to American
lgriulture. In tilt pllrticullr district that I represent, we ilav) )allc-
ti(elly I11f It. million ild of tliry cattle, we produce over 60,000,000
pouids of (il)ese 111111 over 20,000,000 poilIIds of 1)1t1,ter i year, alntd
over one-tentit (If tile lJlttionitl production of cheese. With this volume
of milk and with the hundreds of capable ecsee and butter niakers
employed in this industry, we feel tilt the dliry industry ,houl b
represented an(1 gullrded to the best of our ability, because the thiry
industry is the lifeblood of the district,

Mr. chairmann, I believe that there arre two things inllline'tioi
with these trade treaties, one of then is thitt they hlive been injutriolls
to the dhiry flrmier, I (to not think that there is aiy doubt that ally-
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one (111(i prove that this is not so tnd that the trade treaties have been
tietriniental to the general agriculttre of the Nation.

When the first Canadiall treaty wiat into effect, the 1rico' of cheese
was 17 cents it )ound iii, l enher 1935. It, immediately, when it
Went o f eject, brought the price of cheese (lowi to 15 ceats a poul,
01' U droip equal to the rettiction ill the ta'ilff. 'fle price kept going
dowl title to (io'ili' r'ulc('tioii litI stsinal inluencWe util it reached
12.5 cents pei' po u nti, i'iglit in the fiace tif dl clinin g storge stocks.
'I'hiro were 09,0)(0,000 pounds ill st'ornge on1 ,January I, 1936, ind
aol ' 85,000,0(0 pounds ini storage on July 1, 1936. 'l'her drought ill
l) 36 ('lusted [r'i'ces to 'a vawe i midsumoionur; prices rose from 12.5

ionts low and the iltiports iucreasetd from 11(,122 pounds in Jily,
Xugust. and Svptho, hei', 1935, to 5428M)99 pounds I ie st1n1 3
ilonth; of 1936 And UpTeli' wa l s at ini'rentts, of 4,075 ptceit in iiporls.
This iportation was followed by a marked mn';ce dcclil .

Th,'re wer, 763,932 pounds of chl11'.r ,li, ciose iolirtet ill 1935.
The price if chts' had Wl(ln grduilly riiiag t'a(ci year pll) 1111til ]e-
cblliber b935 whi it was 17 (''nts per po0t1(1. Tb ¢,ti lilnAg ('41100 the
New e)ni. reciprocul trade tre ty ad we find in 1931, t liit lastead
of an ytlihig Iike the 768,932 pounds hpoi't of 11 3, We hit hio liJ)ort
of 10,844, 081 pounds of cheddar cheese or all incrvust' of 1,410 pt' eiit
iI the imports and a iniked rh:duc tiou in pr''.
In 1938, wl'o the a e'tagc price of chiucse wias only 12.6 cents per

plOlld fi' to11 yetiln I' .11(l1 acbelow pa rity, tlie seoii ( tie ity witS 1111I
with ai l antld iiiile r iffI wiis ruiedl illiotlieir Cent per pound.
With the price 12.8 ccnit)il r paoua! hu i I)tcenicr 1938, it inuidiitely
dropped to 11.8 cents per pound in Jaiiay 1939, or 1 ceat, the ,xact
tinlllnt, of' tIl i 'ct io . in) the tarif'.

I will sily this without iny ltrtisunsiiip tit ill, Mi'. Chnirnian.
Tlere is oo thing that no one in the Sto e I)epi'nct, no one, in
Congress aad no o11 in agri'tture has, or in iy hinible o)iion call
9a)SWer', and t hat is in 1938, just it short tilnie ago, when cheese prices
averigcd 12.6 cents for tit' year which is not over two-thirds of
parity, we had tile second Canadian treitty, and with this second
Canadian treaty whiih took offA another cent a poundi, I would like to
know whlt. justifieation there was for it. want to say in fairness to
ly colleagues, that do not llappen to belong tio the party that I belong

to, tiit wheit the secolnd Canadian treaty went into effect, there were
tily two l)eople from Wisconsin that se(lmed to be interested in the
dairy industry. 'Pley went down there and protested against the
fa 1 lher reduction ii fh ti'iff oil cheese. They took off this other
1 c l, iln 1938,

Now, lt. luS took at the hnportauions for the 2 years of 1938 iiaid
1939. Iue t,) low prices, tiitie were only 1,81 ,,333 pounds (if cheddar
clioese imported in 1938, while in 1939, nftr the redtct.ion in the tariff
oif i nddtholi I 'ent{ per pound, there wais ln inuintl,(iah, 'sv ill ini-

por'ts which ttlled 6,351,78 5 poul(s in 11939 or ii(cre1se of 349
pcr'eli in iiliorts. I Augtust 1939, dute to the drltigit il the iMlk-
Iroduuting awnel of the UnKie St al(s, priices.n YncIviied in'danr piducts,

n(1 ii Octo lic it le, we imn)ortcd 3,259.467 pionds, ()1' over Onehilf
the imports fo the whole yeal during this I nitl.

l ust niak' itha iIint becatse it is not ixnttly tile 'al1i1her of poiuds
inu inlpen to tilte into the c tony, tlut it'ish ime t iwhel it oips
In in h/rge quitivs--jus t ti t hi ln (int pi'ivv,, nre trying t o rise.
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The result was that cheese prices never did reach the 1935 peak,
which existed before the days of the treaties. This importation of
3% million pounds in the 1 month of October 1939 is nearly twice the
total imports of 1938 (1,815,333 pounds). 'his was the largest amount
imported in any 1 month for many years. This importation of 3Y
million pounds in 1 month may not iean much to officeholders with
assured salaries, nor would-be professors wlio have read a book or two
on economics and thus qualifie(l for expert opinions, but it truly has
a meaning to the thousands of dairy fariners who have been lighting
to keep their farms with a 7-year New Deal averag, of 13.2 cents per
pound for cheese and 26 cents for butter.

Percent
ncircas(, In

Year Im ports of Tnports
cheddl'ar ceese Tariff due to

tariff ro-
duction

Pound
1935 ....- 768,932 7 (,vnts per pound .................. ...........

10,844,81 ixnts per pound.................... 1,410
1938 ................................. 1816, 333 5 centsper oa d ..................... 349
1939 ........................... 6,351,785 4 cents per pound ................... ............

Source: U. H. Tariff Coiml sion.

The above facts are sufficient evidence to prove to any fair-minded
man in this world that these New Deal trade treaties mave cost the
dairy farmers of America untold millions of dollars.

Just as soon as dairy prices get anywhere nea s the cost of poouc.-
tion, the imports start pouring in to such an extent that the farmer
does not have a possible chance of getting parity price or the cost
of production.

lCheddar cheese prices, during the last 4 pre-New Deal years when
economic conditions in the world were at their lowest point, averaged
higher (14.7 cents per pound) than have the prices of cheese the 4
years of the Reciprocal Trade Treaties (14.1 cents per pound).
(Source: U. S. Tariff Commission.) In addition, things the farmer
buys have materially advanced in price.

The average price of cheese fc,- the 7 pre-New Deal years was 17.5
cents per pound and the average price for the 7 New Deal years was
13.2 cents per pound. Each cheese farmer can compute his personal
loss by adding 30 percent oat' the milk checks which he las received
during the past 7 years.

No living individual, regardless of the position he holds in the
Department of Agriculture, can, in face of the above facts, prove that
the reciprocal trade treaties have done iaything but barn, to the
dairy farmers of this Nation. It is well to note that there was tiot
one farm organization which endorsed these trade tre-aties without
a "stinger" on the end of the endorsement. They were for th,
treaty unless the tariff was reduced on a product whichh was 1behow
parity, or, they were for the treaty as long as it did not affect the
products raised by their members.

According to Bulletin 200, United States Department of Agriculture
and Wisconsin State Department of Agriculture, page 41, the United
States farm price of butter for the seven pro-New Deal years was
35 cents per pound. The average price of butter for the last four
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re-New Deal years was 32 cents per pound. The average price for
utter for the seven New Deal years was 26 cents per pound or

23 percent less than the last four pre-New Deal years and 38 percent
less than the seven pre-New Deal years. In 19:39, after six years of the
New Deal, butter averaged only 25.8 cents per pound. [here were
6,954,000 pounds of butter exported the past seven yeats and 45,524,-
000 pounds of butter imported during the same period. This shows
6% times more imports than exports. Yesterday, right in the middle
of the winter you might say, the price of butter is only 27 cents a
pound at, the present time.

The CHAIRMAN. Congressman, what was the price of cheese in the
United States in December 1939? Cheddar cheese?

Mr. MURRAY. I have the figures in here. I imagine it was lip to
17 or 18 cents.

The CHAIRMAN. The figures I have here are 18 3 in December.
Mr. MURRAY. That may be. But the average for 1939 was what?

12.8 cents per pound.
The CHAIRMAN. The average for 1939-
Mr. MURRAY (interposing). Was 12.8?
The CHAIRMAN. 12.9.
Mr. MURRAY. Those figures coming from different sources perhaps,

may vary slightly.
The CHAIRMAN. I notice that the production of all cheeses in the

United States was 724 million pounds in 1938?
Mr. MURRAY. Yes, sir.
The CHAIRMAN. And in 1937 it was 649 million pounds?
Mr. MAuiAY. Yes, sir; going up every year.
The CHAIRMAN. So that the production has increased tremendously?
Mr. MURRAY. Yes, sir.
The CHAIRMAN. And these price figures in 1938 on this cheese was

12.6, and in December 1939, the average is 15.0. In December last
year it reached 18 cents.,

Mr. MUnnAY. Yes; but I might say that eggs were 27 cents
a dozen the day that Mr. Roosevelt was elected President, and they
were 12 cents in August 1939, but I don't think that that would be a
very fair way for me to argue. I am not trying to argue politically,
but just the economics. I would not want to say that 4,1 cents for
hogs today is a New Deal price, because that is the result of many
other determining factors--you have seasonal fluctuations and so
forth, too, but 1 am using the averages for as long a period as I can
use. With 27-cent butter, 18-cent cheese is out of the picture, because
it is always about half.

The CHAIMAN. Proced.
Mr. MUIRRAY. Many milk prices have been based on the combined

price of cheese and butter. This reduction of 3 cents in the tariff on
cheese is equal to a 6 cents per pound reduction of the tariff on butter.
Any reduction of the tariff on butter would meet a national objection
as it has a national reduction. It would take political courage to
reduce the tariff on butter as it would be certain to have universalopposition. Cheese is l)roduced in comparatively small areas and
a bout half the national production is in Wisconsin. Butter is
produced by 77 percent of the dairy farmers They don't want to
take it off of butter, but they want to take 42 percent off, or they seem
to want to give their stamp of approval to take 42 percent oft from
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one product like cheese. It is just like saying you will take the tariff
off on turkeys and that that wont ruin the livestock industry, be-
cause turkeys is such a small percentage of the livestock in the United
States, bt neve t-heless, the harm to the turkey grower is very
real indeed.

Now, I have son tables which I will not go into ill detail due to
the limitation of time, to ptove that the trade treaties have been dolr -
mental to ageri.lture, but I would ask thal they bv mdl a part of
ily statement 1LI1d insevicd in the record,

Tile CHAIIMAN, '['hat ay be (done, without objection.
(Stulme lve as follows:)

PInoOF 'TvIIi Ili N:W I)i,-.so, 'JltAI)i lJt Arltos HAVE 13Fios 1)-reh.o'fvrN'At, Tn
Gt-41NERM, Aeiucui,,rum,

The following tables show the imports and exports since March 1, 1933, to
December 1, 1939:

TA IF E,--Totut value of United States ,forcifin 1/ae

I lrEvor's, Inchtl. (0o/loral linports
Yoir /lu reoeporLs

1 933 .......------------------........- -------. i $1. 41r, 000,100 ' $1,270,188,00
1m34 -.- ...................---.-- ... .......... ...... 2, J33, (X1 O 1,65, 11 000
1935- ......---- -------- ......... .- ........ ... 2, 2M43,0011, 00 ,1,000,0

10 -............ - -----------------------.......---.- 2,451,0110, 00 3, -133,10,000
10:37------- -- --.. ......... ..........-. ......... 3,319, 000, 0 00 3,081, 090,00
II0 .............. - - ....... ...... .... ............. ..... 3, 01g, mm , 00 1,001, o000,0110
1939 --.....-...-.-...-........-....................-- ......... 2, g10, 00o, (100 ' 2, 071, 000,000

Total--------------------------------------. 17, 537, 000,000 14, 5 11, 1.1,000

Source: State MOpjrtont, Jan, 16 a1( 20, 1010,

By studying the above figures (1) we find in table I a favorable trade balance
of all foreign business of 20 percent ($17,537,000,000--$14,511,188,000- $3,025,-
812,000). By favorable trade balance, I 1110a11 We exported 20 percent more
dollars worti of products than we imported.

TAUo, II-.-Total value of United States foreign trade in agricultural products

Imports

Y-ar Exports Not produced at Supplolslntary

tll In tlh United agrioultl t 1-
States lorts

1033 ......--------------............. i $604, 325,000 $316, 410 00 $315, 341,000
1934 ..... .................. ............. 733,000, (X/ 41 8, ls/0, (0 413,0 0000
1030 ......... . . . . . . . . 747, 00 000 483.010,0/0 A891 o01, 00
1136------------------------------------ 709, 100, 00 547,0011, 000 605,000,001
1937- .......... ..... ...... ........ 9------ 7 7, 01), 001 711,00,000 868 000000
1 38 ......... .............. .......... .- 828, O), 000 479,000,100 477,000 w?)
1939 ....... .......................- ........ 78, 0 ,000 022, 0 0, O 470, 00,00

Total .................... .... ... 4, M, 3025, 000 ,41 400, 000 3, 834,341, )

All imports and cox/orte for January and tlebrLary 1033 subtraled fro / total flgur,-s for 1933, Joanory
"rd February 1033 IlllrIs, aild exports otahld 001,fro Slate iDepartment.

For first 11 lont, io f 1939.

Sour J- Stato 3)op/lrtlllit, Jan. 10 and 29, 1013,

(2) We find in table II that we have an ui/favorablo agriculttlral trade balance
of 40 percent for the first Hoven New Deal years. ($3,831,341,000-- $3,406,490600)
- $7,300,837,000) ($7,300,837,00 -- $4,990,325,000 = $2,304,512,000) 40 percent.
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TABLE III

Yero All Nqmris All hmlojirls

1,830- - - - - - - - - - - - - - -. . $2, 451, 000, (}0 $2, 423, 0), O0
1037 ....... - -3.... ,3 , 000, MO 3, um,004), m)
1913)- - - - ... . -- 2, (3,19, (OKl, 000 1, 910, (0f, 0)

3 -- -.......... .. 2,911),0)0, ON 2,07) , 0100,1, O )

Total.. -------- ...........------ 11,6C1)1,10m,0 0))O , 000,190)

(3) Now let us look and se what ht' ippel1 d 1111(1 last 1 y'vais wiith tills reeijlro-
cal trade treaties in effect. From chart Ill for the foor reciprocal trade-treaty
years, we find a favorable trash' balance of $2,115,000,000, or 22 percCnt in our
total world[ trade.

LIABLEE I V

Imports;

NOrill 1 10 +Uc-d ill 81pp.lluntary
VI cd Slates ) 'gricditura

103M - ........... . ... ............. . ... . $709, 000, (W $517, 100,0 ) $6W O V 05, (M , 10
I1837 .. . . . . . . . . . 7'?, 7 1)(1 , ) 711, 00., 1) si8' 0O , (0)1
INS ..... ............. 8, WO, 0 ) 179, ( OW 177, (K, ((m
1039. ... . . ... . . ....... . .. . ....... 5 1, 0 , 0,) 522, O 090 ) ,76, 000, 000

Total- - - - - - - --.. 2,012, 0W. 000 2,250,19)0 2,010,000 00)

($2, 259, + *2 ,011) 000W 776. 1000l,010,)(-$4, 773, 000N, (K)-}--,$2, 1)120011, 031 ---$ I, 0'1:,00010) Or 1,1 l0'9IPl .)

(4) The foregoing fig))e] in talot IV show Ihat we had agricultural imports of

$4,775,000,000, and agrictiltiral exports of only $2,912,000,(00, or an )nflavoriblh
ag'iultural trade btlitnec of o\'('r 03' iurc i+t.

'I'A1111, V. -.-For yers of 1930, 1937, 1988, an)d 1939

Total exports .. . . . . . . . .. . . . . . . . .. . $11, 6(4, 000, 000
'M01t agl'itl]tl H rv ex1iol't- ... ... .. ... . ... ..------- ---- 2, 912, 000, 001)

'J'otal ntolngricl ltiral xlports..... .......... ......... 8, 752, 000, 000

Total i ulpoltura--------------------------------------------- 9, 549, 000, 000
Tota l agricultural imp orts- ..-........... 4, 775, 000, 010

'O1'Otllonltgliclllttlral, impIIorts---------------------------',774, 000,00

Mr. MubRAY. Let 111A look lit table V. When we deduct the
agricultural exports kid imports from the total exports anid imports,
we ind that we have a todal of $8,752,000,000 in noialgflcilt'ural ex-
ports and $4,774,000,000 in nonigriculturl imports. Thi's gives it

avoral)le trado baltice of 83 percent in our foreign business with
llgricultturlll products eliminated from the copllultationls is siown ill
tallo V.

During the past 4 trade treaty years, we find we have had i favor-
able nonagriciltural tride balaice of 83 Iorcont and an unfavortblo
agricultural trade balaco of 63 percent during tle same period of
timle,

The CHmAIRMAN, Conlgre-ss111n, ystem(lay MIr. lohlimaii a pelotled
before tle committee representing the dairy interests.

Mr. MuTnnAY. Yes. -
The CHAxMiAN. And Ie certainly is a very good rel)remntttive of

the industry, don't you think?
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Mr. MURRAY. I would think so. At least, he has the position.
The CHAIRMAN. HIe has impressed this committee as being very

cor tent.
Mr. MURIAY. le has been, to get 50 percent of the farmers a cost

of production and a price fixed for milk around the milksheds of the
United States, bit I happen to represent a group of farmers that
have not the blessings of any price fixed for them. They have to
take what is left. 'That is the only difference.

The CHAIRMNAN. I was just speaking in general terms.
Mr. MURRAY. Oh, yes; we have a very high regard for him.
The CHAIRMAN. He appeared yesterday before the committee

and Ite stated: "Just as Mr. Arnold said this morning, from the
economic viewpoint we are more concerned with the possible future of
the trade-agreement program than the present or the past." Ie said:
"Also, for years there has been a tendency for world prices to come up
toward domestic prices of both cheese and butter, so that at the present
time, up to the present time we cannot say that we have suffered
materially as to these prices."

Do you agree with him in that statement?
Mr. MURRAY. No, sir. We have not on butter, because we still

have the 14 cents a pound on the Smoot-lawley. It has not been
taken off yet. The best friend I have on earth is the man in the State
Department tlat is in Argentine at the present time. I never dis-
cussed'this matter with him, but just to show you that it is purely a
nonpersonal and nonpolitical matter with me'when I tell you that
butter can be produced in the Argentine at 15 cents a pound and
cheese for 8 cents. That is just the next avenue that the dairy farmers
of this country must think of as far as the future is concerned.

The CHAIRMAN. The Argentine agreement, we are told, is out.
Mr. MulRRAT. Yes; I know it is out for now, but for just how long?

The only thing that I am complaining about here today, and I am go-
ing to ask your permission afterwards to show you what leading
people that are not Republicans have said about these trade treaties-
your own people-members of your own house, the Senate, what
they have said about these different treaties, the second Canadian and
the Argentine treaty. The Argentine treaty won't (1o any more harm
to certain industries, livestock and so forth, any more than the
Canadian treaty has done to the dairy industry with its 42-percent
reduction in the tariff on cheese.

The CHAIRMAN. (interposing). You say you do not believe there
ought to be any politics in the consideration of this matter?

Mr. MURRAY. Absolutely not. That was the trouble the way
things happened over in the House, they made it a party matter, and
that is one reason I did not care much'about going before the Ways
and Means Committee, I had a high regard for you people over here,
and I thought that you would use t fellow pretty decently. I have
heard people make statements and say that eggs were 27 cents a dozen
the day that President Roosevelt was elected and they are only 12 cents
in Dakota now, and therefore that the trade treaties are bad. Well,
that is not logic. I don't know how many people have taken quanti-
tative analysis in chemistry, but I never thought of it for 25 years until
I got down here. I never was a very good chemist. I could always
work out what they said in the book, but when they ran the experi-
ments, I could not work it so good. 1 would not always have the two
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samples come out the same when I mixed the sodium with the other
ingredient, whatever it wits. It seems down here they do things the
other way around--you get your answer first and then prove it
afterward.

That is what I have tried to say in connection with these trade
treaties-that if anyone can tell me why they took off that other
cent from cheese in 1938-I never hear yet why they (lid, and I
cannot see any justice to it. The commodity was not over two-thirds
of parity if it was that, and then they have turned around and they
take another cent off. I claim that the dairy industry had suffered
from the one treaty, and they were afraid that the same thing was
going to happen in the Argentine treaty, and therefore they went
down there and protested, rightly in my mind, against the Argentine
treaty as long as Argentina is not going to trade with us except on
agriculture which they can produce cheaper than we can, due to
factors which I know the chairman of this committee well knows.

The CHAIRMAN. There is nothing that has happened yet that has
injured the industry, but you fear it?

Mr. MVr \.AY. No, it has injured the cheese industry.
The CHAIRMAN. The price is there according to the figures.
Mr. MURRAY. You just picked out one month. I can pick out the

ltst 6 months of 1939 and find the average of 11.7. Look up the first
6 months of 1939. I know there are a lot of agricultural experts that
nade these treaties, but I have not been able to find out yet who they
were. It said in the papers that they were experts but I never heard
of a farm organization that was asked about reducing them.

The CHAISMAN. Are you referring to Mr. lolman's testimony
yesterday?

Mr. MuRlAY. No; I sin referring to the experts that make the
recommendations when they lower these tariffs. I cannot find out
who it was that recommended taking that last cent off of the tariff
on cheese. 1 say that in all kindliness and friendliness, Mr. Chairman.

The CHAIRMAN. I understand that you wanted to place something
in the record.

Mr. MURRAY. Yes, sir. I should like to put in the balance of my
remarks, and also the testimony given by several Senators (town
before the Reciprocity Committee hearings and other remarks made
by Senators and my answer thereto.

The CHAIRMAN. Without objection that will be done.
Mr. MURRAY. I thank you very kindly for allowing me this oppor-

tunity to appear before you.
(The remainder of Mr. Murray's statement is as follows:)

I,sbor rightly protests the imports of cheap foreign manufactured goods and
the farmer who also is a laborer caln rightly protest cheaply produced foreign crops,
With as high as 50 percent of the farm loan delinquent in many sections, this is an
i I ertant question,

If the fairer todty has a 79-cent dollar aud industry a dollar and twenty-two
cent dollar, does it not appear that these trade treaties, which give a 63 percent
unfavorable trade balance to agriculture and an 83 percent favorable nonagricul-
tural trade balance are factors in l:elplng to create this situation?

On page 7, February 16, 1940, issue of the United States News we find the woll-
known New Deal Attorney General, Robert Jackson, quoted as follows: "The
unvarnished troth is that the Giovernment's recovery program has succcded
nowhere else so effectively' as In restoring the profits e? big business,. labor has
had no such advance. The sinall merchant has had no such prosperity. The
small manufacturer has had no such advantage."

757



758 IFJOIPriOCAL TRADE AGREEMENTS ACT

I would like to say that the Attnriiey General should have added the farli
people, who represent 25 pereit Of ur0' people and who have icss than 10 percent
of our national itnconre and have near' 50 ireret of the buying power of our
country to his list. The reciprocal trade treaties may be a part of the recovery
program for lig husincess lit their bring a har'dsflp to the farmers of this country.

I have tried to refrain fromc being partisan in this study of tie effect of the
trade treaties. I have not pointed out how the totals of agricultural exports are
encouraged by a 30-cent-per-m hel export blonty on wheat, which is 50 percent
or more of its farm value in inany instances. Neither have I pointed out how
this present wheat program would be carried oir without th benelit of a protee-
tive tariff. It I were partisan, I would say that the reason I oppose the Cana-
(tilt reciprocal trale treaties is for the same fundamental reason that 55 lDem-
oerals appeared bel'ore the State Iepartment to oppose the Argentine treaty..
Tiey thouht the Argentine treaty woudi work a hardship to the farmers in their
district. They were correct iii their conclusion. I think that the Canadian
treaty has worked, and is working a hardship to the farmers, uheesenakers. hotter-
makers, and businessmen ofi my district. If the Canadialn treaty was of benefit
to tIe dairylle of t hi' coinit ry, I aLni sure the Argenthie treaty would have been
good for tire tunrkey raisers, the beef i)rcdueers, and other farm groupss which
opposed it so strongly. It is a matter of general knowledge that 15-cent butter
ard 8-cent cheese cal be proitably produced it the Argeintirre, so we should all
he thankful that this treaty was not crade this year.

If I were parlisari, I would also call your attention to the fact that when this
tariff was reruc'ed h 42 percent, not one rirnry group inr America asked for the
reduction. It is said that experts firr ish this informaitior. It looks like high-
handed proceedings and I surely would like to finrd out wlo the expert 3 wer,
that recommended the 42-percent reduction in the tariff on cheese.

I hr, ve heri perticrrly anxious to find cut why the so-ealled "dairy experts"
revorn irmerrded a further reduction of I ce'rit a pound in the tariff orr cheese in the
second Cairodin tro ty, virhicic went inrtor effect Jan rtry 1, 1939. The resmits
of the first (iriadiuri treaty showed tht t the price of cheese iad already been
reduced to riiinous levels and the imports were increased by -l ,.lt pecrcrt when
this first Can 0(lair treaty woert ilo ior'ct Jamiiry 1, 1936. C'hee-', icr 1938 was
only 12.6 ecirt., per picund, not over two-thirds of parity or cost of J)rodlctiori
caini a valid reason f' on further rinliretion in the tiriffI rt tht, time would nhe
hiteresting to hear related but difficult to coneive.

1 ow re not beeu able to fird out who the experts were rnd i persoially question
their interest if tin dhaisry farmers of Americv,.

A ruibbir-staip C
o

ngress inrty cliei,,te this power to irke treaties. 'The
treaties iroay, or 111iy not he, legrri. ''ore is ure thing Certin, and thp.t is that
nO Cuigress has tire moral right to delegate its powers to airy oei ma, to leave
direct control of every ruilk check of every farmer in America and the grocery
bill of every citizen of our country.

It surely tiv,,kcs a person with irmgiiltion to corrclrde that Corgress is capable
of mcukirig .ws to regulate -and if) roanry cases in intichn detail -- the dolestlc
bnisiress of our country which Prttained ai estimated volimie of $37.5,000,000,000
in 1939 arnd then conclude this same Congress incapable of regulation of four or
five billions worth of foreign buhsiress.

If the leaders of this country want to make this country all Industrial country
and then Iport elnoap foreign products from countries where labor gets as low as
5 and 10 conts air hour, they should frankly so state n d the Arnm'eran farmers
can farrr accordingly. lie should not be deceived by highly praised trade treaties
that ruin his business.

I wmuld also like to Inow what departunrent is paying the salaries aid expenses
of the inissaries who are traveling around from State tr State to prreaci tie
doctrine of giving the farmer's market away through the reciprocal trade
treaties and iutti )g hiin it) competition with tIre peasants of ,i'rop cfind the
1)eors of South America. If cheese farmers had reerved parity, Wisecrosin cheese
farmers alone would have been enriched by over $100,00,00'0 the past 7 years,
to say nothing about the losses of the bttu',r find condensed muilk priidrcers,

Our January 26, 1940, 1 received a letter from Mr, Raymond B. iStevens, Chair-
man of the tUnited States Tariff Commissior, in answer to my irrqIiry i)s to thie
percentage of tariff reductions. Quote, "There have been numeroiis reclassifica-
tions brought about tihroigh trade agreements. Therefore, it is not poesiblo to
say with exactness just how many articles are till dutiable at rates provided for
in the Tariff Act of 1930. Roughly speaking, it appears that the rates on about
25 to 30 irereerit of the articles in' the act of 1930 have been changed by trade
agreements, In other words, 70 to 75 percent of our import items are still dritiable
at the rates provided for In the Tariff Act of 1930,"
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Urie question naturally arises, and that is, if the Tariff Act of 1030 was so

ijuriois to the people of this country, why in't it repealed, anld openly replaced
b> y a fairer tariff. Whyit make a raixed-ti) cross-prriose program in trying to
solve the problem, such as, redrtiig the tariff (i cheese 42 ji'ictit and not
king off auy tariff on Ibtter. Ori thing is ccrii mi and that i, if agricult tire
tarl suffer as mich ni it hras with 25 to 30 percent of the tariff :r'lieit's redtitd,
what is going to be tie situation wien the other 70 to 75 peicenit of t te schedules
arc redriced?
11, takes political Courage to clleet this proilra bitt it shlid bi mtt ill stunt a

wat' thit no COmp)tlitive agricultural products ar imported to ruin Uliiteri States
iIrod(ni'ers, wlittse products are riot bringing parity price.i. 'Tlire is v(.rt.airit y ii
i'rlen tol t i coitirti to stll (i,t000,000 farricis "tl rwri tfie river' sir that a few (lai
rlirve the 'iulor', at)llitd nt life.'
Tle first r3t(t1 to folro' ill ordei' to solve ,lit' filli probleir is io otai, parityt"

price for tir fai'ncrs prtodies and if tis is going to b ittaird by lrw('riilg hlis
tariff, theli "lual is white" wid tie "wrirld i~s flat."

FACT8 TO COaiSM)Eii

(1) No one furs ever tried to justify the I cent per pontd rotiiin of tariff
ill 1 938 where, the Iverage price of clfuts was only 12. cujts per pioud or less
than two-thirds of pniiy. J1vidlently ]ro oiit Can do so.

(2) ''e agrictltur ixp'orts il 1939 were the lorwest inn t aittl nf any yer' for
(cr 20 years aril ecei lower thtan 1932.

(T) lire i tri,'i l tit ral exports of 1930 represrited only '23.7 percent rf the total
t'xpi'ifs fic ite eiar. ''hiis is the lowest or r'Cer(l avi1lile'.
(,4) '['fn( national firro income increist'd 17.7 percent before the trade treaties

aid only 10.8 pcrcnt ndter the trade treaty years.
(b) There isii't rime justification in irsirig the Federal Tresiry for millions

to control agrictiture and otl er moillirois to fuy tirpil is at(] then import till to
$988,000,000 worth of coniwtitivi, agrictullral prrloct. Of what valrit is it to
rpt',il1 $30,,79,000 for ritrli Iriu rolo'i'nviil r we import S92,2t 101) wirth of the
,iinl flrOdulls li'ilig Me iilrlrn pe'riol. Tis sliws oricn mor ecr'ss-itUrposc of

l-i' Ntow Deal.
(6) As lolig a agrieultur.ir hits ani tuifarvoralblt tri Irtlanec of oer 0 l'rcot't.

aund n'agricutr'al iroduntts haitvte 2t favr'atble tral, Imlaice of ovtr 80 penit
1 ai sure the r'Lira p'opl, ill er'' more t.har their share of the' lotad.
(7) Iri My listriet there are 8(189 FetLerl Credit Admniistrittion loans repre-

sontig $19,515,200. Of these 5(1.2 lucott art' (fclinqt'nt. 'Io 'ederatl Credit
Atl i istrttiort ownrs 711 fariis and of thosr, sold, the selling price represents
61.9 percent of tli' ii vseil ucut. With over 4,00 ieli qucnt loans in 10 counties,
which represents over 50 percent of the total Petdeal Credit Achmiiistration
loaus ili tire district, atd a recov',ry of onlyv 61.9 percent of the inm\cstrrent, I ami
sure that any group would nol, want to further depress tile farmers of this di(''it
or of this oruitry 3 count ionig tit' rrade Treaties, ideIh have been oire factor
ill amusing dairy pnr'dics to bring 25 to 30 plree'rt less thia flim pit-New Dl1)rices.

(8) Wisconsin haxs had $4]7,285,575.88 from the Agriculturalt Adjw.+tmeijt
Adriirstr'atitn srlbsiiliei th iitpst ft yoars. 'This is only 3 idtrs pr'reerrt tif ifs a seessetd
fariur valuiatioi atrir11 Wisruorisiri has 1id ill over $388,000,l000 to th IF federal
Treasury drrirg the past 6 years. Some States like Mississippi have received
$110,331,541 of agricultural subsidies front or unitcr States ''rvasuy from Agri-
i'ultural Adjiisfient Adhiitnistration alor', which is 2) purs t'i't'eit if te asst'sse
valuttion of, $371,00l0,010 and this saute State has paid on ly $22,000,000 inito the
Federal 'rreasury tirougi taxis froro 1933 to 1938. Trciletahly one( State has
had $365,251,678.88 or over 11 hi teerit of the $3,294,215,571 of total Agrieultural
ArIj tist rlrrtit Administration morey di.bursed.

(Sa) If fte treasury of the United States is out of balance, Wisonusil has not
been a contributiung e-uise. There is n1o reinsgoi to cotrtimic a tariff program
which makes tir farmers of our State canry irorr thirlit thcir share of the tax
bfirden of tinhis eoutt'ry, so that any rnor-agricitttrraL group can have a short-lvedprosp~erity. . _(81)) Some agricultural States have seemed to well kuw where the Uniter

States Trtsury' is located aud eviteritly have had a key to fit the door. Tihis iH
shown by the eiormur subsidies they have reecivetil. It is evident, though
paiiufil to tute that the members frotio the States which have obtained ill to
Iractically 30 percent of their asessed Vailration ill srrsiies aie th0- oines that
tlid not. feel flt' piceh of the "fre trade" approach of tIre New Del Itrade treaties
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and voted for the continuation of this ruinous program which has l)cen a cot-
trihuting cause to the unstable condition of the unprotected portion of the dairy
industry which represents over 20 percent of our national farm income.

Finrlainntally agriculture is in a more precarious condition toulay than it was
in 1932. With 50 percent of the loans dollinjuent, the only reason tlat there are
not foreclostres of over 4,000 farms in my district is that the Secretary of Agri-
culture doesn't foreclose then mortgages. In 1932 niany private persons were
holding the mortgages and lived off the interest, Hfowever, if a man loses his
farm lie is just as near Work Projects Administration and the relief rolls whether
it is foreclosed by the Farm Credit Administration or by the individual and, as
is so often said here, a man is just as dead if you scare him to death as if you
shot him. This is the primary reason, I think, that the farmers of this country
would like to have a little more farmer-control of the Farm Credit Adiniistration
and not so much political control as they are interested in how the siltuations will
be handled after election as well as before election time.

While the agricultural department has disbursed $3,000,000,000 the rural
peoples' share of the public (het has increased $6,000,000,000. With 340,000,000
acres of crops harvested in the United States there is an invisible mortgage of $15
per acre put on every acre of land larvested in the country. Every time a

Million dollars is added to the public debt, it represents a mortgage of'$2.93 on
every acre of land harvested, if agriculture were to carry the whole load.

The day Mr. Roosevelt was elected eggs were 27 cents and 'n August 1939 they
were 12 cents on the farnis of the midwest. While both these figures are facts, yet
from then one wouldn't want to draw definite conclusions of the benefits or the
harm of the agricultural program, though this statement is as fair as most of the
statements made in support of the trade treaties.

Mr. Chairman, I wish to say that 1 am fully cognizant of the great mass of evi-
dence which has been accumulated to influence Congress to continue the trade
treaties. I maintain that (1) the treaties have been unfair to the dairy interests,
and (2) they have operated to the disadvantage of general agriculture. *I question
any man's ability to prove that these statements are not in keeping with the
unvarnished facts of the case. I mean facts, and not glittering generalities of no
economic importance.

STATEMENT OF 110N. PAT MCARnHAN

(Submitted by Mr. Murray as a part of his statement) (October 16, 1939, p. 109,
vol. 1, the Committee 'for Reciprocity Information in Connection with the
Negotiations of a Reciprocal Trade Agreement with Argentina)

If the Commission please, I shall be very brief. I come here to register i
protest against any reduetionk of the tariff now existent between this country andi
Argentina as regards either beef or the products of beef, or turkeys, as contem-
plated by your honorable hoard, and I hope that I may, in addition to the fact
that I may come from a branch of the legislative body, also speak from practical
ex perience.

My early years were spent in the wool-growing industry. My later years have
been, and are now rather given to the production of cattle in the west. We
produce cattle from the hoof, and we sell on the hoof, I am interested from the
standpoint of the producer who uses the government range and the open public
domain, and who, by reason of changing conditions, as those conditions have
changed ill The last 7 years, have been more or less, in fact continuously more,
burdened with continual increase of charges.

We have today the Taylor Grazing Act that didn't exist some years ago, and
then we have the range charges as regards the forests. So that what was regarded
as a great advantage to the American producer of cattle on the hoof some years
ago, has been dissipated, it is gone. Today we are receiving from the average
buyer who comes into our territory to buy, approximately between 6 j and 7
cents on the hoof. When you consider the fact that we are paying $75 to $80
a month for our herders, $150 a montli to our foremen, when we are faced
with a market tlut is paying 68 cents an hour in the packing industry, when yoll
consider that we are paying charges that the Government has imposed con-
tinuously for the product, and when you consider that we passed through and
are passing through some 9 years of depression, a depression out of which our
stock growers have been the last to see the ray of hope because, of all industries,
less consideration has been given to the stock grower than to any other industry-
when we consider that we are only now looking over the top, as it were, then you
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must take those things Into your thoughts when you come to reduce that which
protects us from a 12-cent-an-hour labor in Argentina, in the packing industry,
and from that which today brings in 200,000,000 pounds of canned beef into
this country, as against our product.

Now you say you are going to limit the incoming amount, the importation.You did limit that in the Canadian Reciprocal Trade Agreement. Let in deal
with that limitation for a moment. Your limitations were along the lines of
certain weights of livestock, and perhaps in your sttidy it was very much worth
while, but when the buyer comes into the field, the domestic buyer I am speaking
of, he comes on to the range and lie says, "I can pay so much because Canada is
about to import a certain amount, and I can buy for les from Canada,"

hnmediately he, by a psychological club, beats down the market of the producer.
Let's see what the burdens of the producer are in America; let's see what his

problems are.
First of all, if you are to destroy this industry, and I say to you without fear of

contradiction that if you reduce the present tariff as regards the Argentine impor-
tation you will destroy the livestock industry in this country, because you will
destroy the morale of those who produce, of those who carry the burden, just as
you have kept down, by your Reciprocal Trade Agreement with Canada, you
have kept the price down where today the producer says to the buyer who comes
lito the field, "I must have a certain price in order to pay the interest on my
mortgage that I owe to the Federal Government."

Mr. Chairman, I aimn addressing you from the standpoint of a producer and
from the standpoint of a legislator as well. I voted for this Reciprocal Trade
Agreement the first time. I voted against it the second tine, and I am waiting
and my colleagues are waiting to vote against it the next time for this reason, that
by your study, I am sorry to say, you have produced a condition in this country
where you have destroyed the morale of the agriculturist, and when you destroy
the morale of the agriculturist you have destroyed the basic industry of a great
democracy.

You say, as I understand, that this was for the purpose of permitting the sale
of mechanical devices into Argentina. Well, mechanical devices are much craved
by our agriculturists in this country. Don't make It so that the farmer's daughter
can't have a typewriter in America because the income of her father is not suffm-
cient to warrant it. Don't lot it be said that we are going to sell automobiles in
South America but the farmer of America can't buy one, he can't buy an auto-
mobile because of the competition that comes In from a foreign country; a foreign
country, sirs, if you please, that ias no idea of American standard of wages,
because if 68 cents is paid to the wage-worker in the packing industry in America,
and 12 cents per hour is paid to the same industry in Argentina, then there Is no
comparison between the two.

STATEMENT or Ber;. ALVA B. ADAMs

(Submitted by Mr. Murray as a part of his statement) (October 16, 1939, Page
29, Volume I, The Comnittee for Reciprocity Information in Connection
with the Negotiations of A reciprocal Trade Agreement with Argentine.)

* * * * * * *

We do not want, Mr. Chairman, we do not want the iiitrests of our State in
any way, by agreement-I do not mean in aii offensive way-traded off in order
that some other section of the country miight be benefited, That is, we have
selfish interests.

I happen to be a member of the body, one of the bodies in which the tariff-
making policy was vested by the Coilstitution, and we conic down here, in part,
to see holy you gentlemen, to whom we have delegated the authority, are exor-
cising it. I think some of my colleagues have rather come down here on a differ-
ent theory. I ani interested in seeing how those to whom we have delegated the
authority exercise It and if, as the Senator from Texas just said, the majority of
Congress does not see fit to continue it in its present form, it is very easy to
correct it.

Now Senator Connally is down here apologizing for his vote. I hope you will
demonfstrato that my vote is wrong. You see, I voted against the Act. I want
you to persuade me that I was wrong.

I feel that ay State would be very apt to be injured by the Trade Agreements;
it Is a State small in population and not as persuasive as some States In these
things.
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Now you have heIard from Selnatol .lol6oh l, Avlio ha giveli you inifornmtioi, and
I ilerely wallted to say to you that to us it is of tremendous interest. Or. pople
are deeply colierned. We are very approhn ive that any trade lgrL'elnelt that
toielifs cattle l O wool, or tit' var'iolus other thint, Caniot help bLt ho iEjuriols
to us. We nierely ask you that Our little neighborhood he not Lhe loser in ali
elolrt perhaps to help some otler section of the country that is equally entitled
to consideration, but we think as hetween States that tbere should ho no dietri-
ment iil)ostl II )On any section b3 sCliiig sdi'C of tile Iaws which CongrCss lU
made as to til(! tariff. l'Tlat is, that You sIlll LOt et as ide a law that, iLL the
setting aside, will do (laiuige to a particular coLnomlity.

In the Senate we fiLd it division ill the Lvotes moer ofteL oil Lionlicid liilLs,
neograllhic liLIsT,0l1m )l )litita] liyLL.

S''vIEr NT OF 11,1, TONI CONNALLY

(Subi tted Iy All. MIlirray as a part, of his statement, October, 16, 1939, )age
25, VL)IIlhle 1, thE ('ot,,nittc for ecilroeity Information il ('onlection Lit!
with tile NegtotiEatiolis of a leciprclii Trade Agrteeimet with Argentie)

I prete scltE St iato that 1 'od('cu I IQ' valtS 1-hal l.ily ottl'r State, 1110r wood
thi ny ally ot'er State, aLLW a great LanLy otier agricu ltural Iro'il let, tihat will
p roalb',ly ill altcted by 1 1' agn'rUement which you make.

-Ill add|iti l (o that, f tll de eply inteLr' ,te d ill the tlaxseel se;hehltleE ILeltiomd
by Senior Caplpe'. ivy r'ea'(IL Of tLe diVersio fILLL(ottL C 111 a1 other iasic
(1OPS llnder oLir falLL lrogr'LLLts litre, there is (IjilLIo i lloveLLeLLt ilL Illy t, ato to
ieretase the aerla,' iL lax, ptarticularly iLI So ith Texas, That matter will he

very ably .(i t td )' (b'oLLgrL'SlllanI llebe'g iE wIlose district it great LUally
Lires 1o'' devoted to, fhilx.

That Es i 1Ww dvtovLhmLnt ilL Texas. It is growing very rapidly, but if yo u
con1 alo Ig L it h this Lro;EoslI here, it will probably kill it,

Now gntlmcn Lf tile (toinlisslLL, Lv(.ryldy knows tilt the tl'ii', from th,
tillie that Lc first adopted hiLEhl piotective tariffs, Lperated to the advantage of
industry and to til' disaldallie of ltt4 riculltlre. I (do not think< there is aly NIt
arguing that tot this body, or it i1vihody elsc. Now that industry is o) its feet
kld tbi to iaktE' care if itself, 1111 ilL SOJLLe illStLA'es sell its goods abroad more
uiltWly t1111l1 tlLLy sll tikIE t1 t, h1011W, I ILIpL' thit this body will not 1lse that policy
to .EcL'Llplish just, what flit, ilel'l lloLllltli:hld hy the Ilgl tariff iLL tile past. In
other words, I hope that whlrever EgrctLltuIrIta ltrotluets can get th benefit of EL
little piece of thrift thai ym will riot 1s1' tha it Ls L lever to reduce it soI tiat you

cll sell more IllarllfactlLI'1i and11(1 n,,lE|i il I)ria tto(htics aiLroid. 'lIat is sort of usilig
he reverse iFl 1isli , )lit it, is cL o11)l islEhiLg th' sa( l)lEi'plose that the 1igh protoc-

lixe tariff 1ld ifElilhL' ill till' ILast. Ill other Llrds, I hope that tl cLliluis-
sioll, or tilt( Mutt' DelartilI nt, those having ill charge theste things, will nlot Ie so
anxious to sill aLtlmobi's to ArgetLntina that they will break Ell our fCarmers soL

that they Cannot I)11 al' y aE1Lillt obilts lt, hom. I hop) that tilty will not t1sf
these agr'emll'ts to, el'otragi( tilt' trailsplriatiolL of LLEmLL faCtl'ied LEild indlistrili

products at the L'5lillls of agricLlt'e, so that the folks at home will noi~t )e1 able to
buy what the Arge ItlIith. s will wai, to u) 1y, if you take off t ttriffs oLI agrieul-
tIEal prodliltso anl eLCOlrage them to buy mort lmamfaeturd prodilets. -

I voted fo r the trade agreeeliilts law whell it wits )assecd, lilt 1 have lott l)1co
happy ever silEC about that vote. When the date of expiration comes along, I
ilopc 1e will not have callse to repent evtn more strongly tillu so11e ef 118 Ilale
Fellelltcd at tillei ill I110 past.

I LwalIt to )rotest agaillit ti' reutl'tion of the rates oil Cattle, Ielits, wool, flit.%,
and for that latter fOn gelIral agriculit'al prtduilets. Now, Argeltina is a grL'St
country and we fIel kindly toward her, ibt we (o iot feel so kindly tIat we 111
willing to sacrifice mir ow n farmers to help the cowboys of tile Pampa s. They
hive got their own markets a11 1 Lto lot see aly reason wly it is 0a Sound doctrine '
to increase your trade with somebody l'hel by ileCreasitg it you are going to go
1der yourself. I abl talking about agriculture now. 1 (to not see any ecolnmy
ill ,otrrilieing tie interest of agriculture il order to iIild up an indLst.ry tOat Is
ar'aIv bloated and overextended, and which lils been for 75 yelirs tile Ileteficiary
of higl tariff ratf lit the kxpeie of agriculture.
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Now when we begin to see a little place where we cart adopt an agricultural

schedule that will help agriculture, I do not see why we should not keep that, why
we intust reduce that so we Ca sell more automobiles and more manufactured
articles abroad.

Now, Mr. Chairman, without expatiating and extending on these details I
think I voice the expression of a great majority of both Houses of Congress. 6h,
but, they say, Congress hasn't got anything to do with this now. They have put
ii a bureau to take care of that. I have high respect for Secretary Hull. I served
with him in the House 10 years and 2 years in the Senate. fie has made a great
Secretary of State, but at the sane time we do not propose to have these trade
agreements used as a club to hammer agriculture into insensibility whet it is just
beginning now to come to life a little bit.

Vast year we spent S700,000,000 out of tire Treasury to try to do something for
artriculttre, to give it better prices, Now it is proposed to come along and reduce
tire rates ott agriculture soi that they cart bring more products from abroad into
the Urtited States, more cattle, more flax, more wool, more other products that are
competitive with the products of the American farmer.

So, Mr. Chairman, I want to voice this general protest., I will not harass you
with details and long tnanrscripts, btrt those are my views ard the views of most
of the Democrats as well as the Reptiblicans in the Senate and Urirse of Repre-
sentatives of the United States,

STATEMENT Or' 1ioN. .JOSErrr C. OMAroNEY

(Submitted by Mr. Murray as a part of his statement, October 16, 1939, page 8
volume 1, tire Committee for Reciprocity Information in connection with the
negotiations of a reciprocal trade agreement vith Argentina.)

Argentina and the United States are agricultural areas. Agricultrire is the
sickest industry in America. For 15 or 20 years, Congress has been endeavoring
it one way or another, to stimulate the production of agricultural products and
tire compensation for agricultural iroduets irroduced in the United States. It
scents to roe there can be no argument that we cannot develop a trade with
Argentina by swapping agricrlttral prooiets. Argentina cannot pay in gold
that is of no trse to us.

I am ready and willing to do everything that I ealr as a inetiber of tire Senate
to stimulate the production in Argenitinia of .things that we treed, of things that
we do rot have, so that there may be a reciprocal-trade policy of rinttural benefit,
bitt T see no advantage either for Argentina or for the United States, the people
thereof, in tine opening of otr agricultural markets to Argentina's surpluses when
ouir problem is to dispose of ouir own strplises.

Now let mire say jrst a word abotit canned irreat. I think that we overlook a
frrndarrrental fact when we consider this problem of Canned tiet, Tine canneries
of Argentina, aned of other Sorrth American cotrrtries, have been e4tablished by
Ameriea capital. lhe canneries in Argentira which iay look forward to a
possible concession of the 6-cent tariff represent the exported capital of this
country. I doubt whether it is going to be of any particular benefit to tire people
of Argentina for this Government to help Americart capital, packer capital, in
Argeritina to bring into the United States Comnmodities which are in eompetitiont
with what our own depressed livestock industry is producing,

Now, gentlemen of tire Committee, I contend that it is self-evident that agri-
citure is riot one of the special interests which threaten tire basis of outr democ-
racy. Agriculture has been suffering. Agriculture is not onre of the industries
wlich has exploited the people, Agricrlture is tIre industry which has been ex-
ploited, and it seems to me that there cart be iro question whatsoever that all
tire power atrd influence of this Goverment irr Congress, timd in the executive
depamrtsemts, imr the Stato Departitenrt, in the Tariff Commission, and in this
comnittec should Ire exercised to urpliold arid to defend agriculture and riot to
throw the markets of America open to excess surpluses of agricultural products
from other countries.

* * * * * *¢ *

215171--40- 40
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STATEMENT OF ION. EDWIN C. JOirNSON

(Submitted by Mr. Murray as a part of 111 statement, October 16, 1039, 1). 12,
vol. 1, the Committee for Reciprocity Information in Connection with the
Negotiations of a Reciprocal Trade Agreement with Argentina)

I voted against the extension because the original policy to import oily goods
which we did not have blit needed ]lid been abandoned, and agricultre, in which
my State is heavily interested, was being made to bear most of the burden of the
program, If the qlestiton of the extension of the Reciprocal Trade Act were before
the United States Senate today, it would be defeated unless safegnards for the
protection of American agriculture were incorporated or the power to ratify trade
agreements was restored to the United States Senate in accordance with the
provisions of the Constitution,

A study of the items listed in the agreement for coisideration today makes
it perfectly obvious that very soon the Congress miust reconsider and reshape
the whole policy of the reciprocal trade program or abandon it and if the tariff
be cut on the many agricultural items referred to in thii agreement it will
strengthen the demand for revision of ti entire prograin at an early data.

ln the pending proposal there are 25 agricultural items of vital importantce,
while there are only four industrial items of very minor importance listed. Under
the guise of reciprocity, this is in effect a plan to bring into this country agricul-
tural products of whie h we already have an ample or surphs supply in order
that a few more automobiles and a few other manufactured lirodircts may be
sold to Argentina.

It is unfair, inequitable and inconsistent to place a new burden upon agriculture
while this unfortunate industry is receiving relief benefits amounting to a billion
and a half annually at the hands of Congress, which Congress is obliged to borrow

It is inconceivable that we would purchase foreign markets by paying bo1ues
on the agricultural products which we export as the Secretary of Agriculture is
now doing, lie is )aying them oii wheat and cotton, as you men know, and at the
same time encourage the importation of agricultural products which admittedly
we do not need. If we must buy foreign markets for automobiles and a few other
industrial articles, such a bonif which we may decide to pay ought not to rest
Ip0n agriculture alone; it should b arranged vith public money out of the Federal
Treasury where all citizens might contribute on an equitahblo basis.

Among the major agricultural products listed in the agreement are those of the
cattle industry, the dairy industry, wool, corn, broom corn, turkeys, and eggs,
all of which are produeedin my own State at less than the cost of production. I
want that fact to be recorded here as important. They are being produced now
at less than the cost of production. The duty on canned beef, one of the major
cattle products now 6 cents a pound, is entirely out of proportion to tie duty of
like atnount on dressed beef. If there is any change to be made in this duty it
should be increased rather than decreased.

I ain amazed to find that it Is proposed to lower the tariff on hides. The
present duty of 10 percent art valorei is purely nominal and ridiculously low.
here sees absolutely no reason justifying even a slight cut in this duty, which

would hurt the producer just that much and which would be absorbed by the
manufacturer and never reach the consumer.

It is not claimed that the proposed agreement will supply an outlet for any )f
the major agricultural surpluses--cotton, wheat, or pork. One of the main
reasons for initiating the reciprocal trade program in tle first place was ani
attempt to dispose of such strplurses. If this program is thus to be thrown into
reverse, one substantial leg in its support is removed.

* * * * * * *

To whatever extent the export of industrial products is facilitated tinder the
proposed agreement, industry will gain, It has been erroneously dlainied that
agriculture will benefit indirectly through increased demand for agricultural
products by domestic industrial workers, but it is not only proposed to give
industry all the benefit, but under this agreement it is proposed to import Argen-
tine agricultural products to feed the new workers put to work in industry.
That is an argument that you hear expressed on many, many occasions: "Well
the farmer will get his benefits indirectly." flow is lie to get any benefits in-
directly when the new markets which you open to agricultural products are to
be supplied by importations from tho Argentine? Carried to its logical con-
elusion, this must mean that eventually the United States would become an
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industrial nation dependent on foreign food supplies just as Great Britain is
today, and vulnerable in times of war; whereas our independence now is tho envy
of the world,

In conclusion I would like to say that under the circumstances, I cannot too
strongly condeiin the proJ)osal.

I am entirely unwilling to see American agriculture ruied for the benefit of
a few gigantic corporations engaged in an industry which will be transplanted to
foreign soil at the first opportune moment,

STTF,51ENT OF hION. HARRY 11. CoiwsMa

(Submitted by Mr. Murray as a part of his statement)

(Octobeor 16, 1939, p. 39, vol. I, the Committo for Reciprocity Information in
collection with the negotiations of a reciprocal trade agreement with Ar-
gentina)

Gentlemen, I will direct my remarks primarily to livestock production, but
what I say iii reference to livestock, products should go for the other competing
agricultural commodities listed in this proposed trade agreement on which con-
cessions in tariff are suggested for reduction.

This trade agreement, as I analyze it, will accentuate the trend toward indus-
trializing this country at the expense of agriculture, a trend that has been prevalent
particularly since 1922. I just waist to call your attention to a few figures from
the Department of Comnmerce Bureau of Foreign and I)omestic Commerce. I
think these are very significant.

It 1922, our exports of agricultural commodities amounted to $1,884,000,000.
The same car our exports of nonagricultural commodities amounted to $2,881,-
000,000. In other words, agriculture exported one-half of the total amount of
our exports.

What has happened since 1922? What has been the trend? I will just read
the percentage. We will start out with 50 percent in 1922. In 1923, we exported
44.5 percent; in 1924, 46 percent; in 1925, 44 percent; In 1926, 38 percent; in 1937,
39 percent; in 1928, 37 percent; in 1929, 32 percent; in 1930, 31 percent; in 1934,
34 percent; in 1935, 33 percent; in 1930, 29 percent; in 1937, 24 percent-this isagriculture's share of our total export trade--and in 1938, 27.1 percent, and the
first 8 months of this year agriculture's sbare of our export trade amounted to
18.4 percent, and nonagricultural commodities 81.6 percent.

Now, gentlemen, just as lis been stated by the previous speakers, this Trade
Agreement will simply accentuate the trend towards industrializing this country
at the expense of agriculture.

What is the situation in regard to our meat exports or imports?
Argentina supplies less than half of our canned beef, but if we cut the 6-cent

tariff on canned beef, pickled and preserved, that same concession will go to every
country in the world. Uruguay and Brazil will be the principal beneficiaries.

To realize what Argentina has to sell, you must know that Argentina exports
approximately 1,000,000,000 pounds of beef a year, which is equal to the total
exports of all the rest of the world put together. Now what is our situation?
Dliring normal times, between 1925 and 1930, we exported abillion pounds of
pork products, which in turn was as much as all of the rest of the world put
together. Hero is Argentina with a billion pounds of surplus meat and the
United States normally with a billion pounds of surplus meat and yet it is pro-
posed under this trade agreement to reduce tie tariff on meat products so that
we may encourage the further importation of meat into this country.

Now it seems to me that the State Department could better serve the general
welfare of this country by trying to find some new markets for our own surplus
meat rather than encouraging surplus to come into this country.

Unless we can restore the prosperity of agriculture, we cannot restore national
prosperity. It Is in the general interest of the publicc to restore the purchasing
power of agriculture. I will grant you that it is possible to increase the exporta-
tion of our automobiles and Industrial products perhaps if we lower the tariff and
encourage the further importation of meats and other competitive agricultural
commodities from Argentina and these other countries; certainly it probably will
be true that we can increase that, but for every automobile and every sale of
other Industrial products that is made in these other countries, how many sales
are going to be lost right here In our own country, due to the reduced purchasing
power of agriculture?
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Let nie call this to yourn attention, that ,18 lereent of all tire rtitoilionbiles if) the
world arc owned right here ill the lUnietei States. Where is tho liet niarket for
these sales?

I notice that corn is listed as oire of the items on which th1 tariff should ho
reduced. With a Corn crop of 2% billion iushiels, a carry-over of 170,000,000
bushels and $146,000,000 loaned oi (le corn] ill storage by the (ommodities
Credit Corporation, can you see aliy justilicatiou for encouraging ani increased
imortation of Corn into this country? clearing ill mind that this vorn eventual y
must I)e Converted into heef, liork, lian, and other livestock produdets, is there
any justification for it? It will simply rnall billions of dollars of loss to the
Federal Govcrtuneiit, a heavy 1 urdeun the taxpayers, anld a lo.s to the (e( i-
modities Credit (Corporation.

Gentlemen, this trade agreeniielt str'ils directly it agricultur'e, and l particularly
the livestock industry. Now agriculture is tle biggest tnisiuess in the unitedd
States. There is over $32,00t,00,000 iriveste " ill thie real estate and phuts of
agriculture iin the United States. That is in 103o. That is ifter agriculture had
gout' through the wringer, but it is still the biggest husiuess i the Uniite Staties,
and livestock and livestock product s will account for approximately 67 percent
of the farm i itcome, of the agricIltural inome.

The livestock industry, as the gentleman from Minnesota has stated, has horne
the hernt of these trade agreements. I appeared before you it year ago in con-
nection with the Canadian trade agreement, where the tariff was cut on cattle;
again, with Mexico the princil)al heneficiary. During the first 6 months of this
year we have already imported 484,000 head of cattle as compared to 242,000
during the same period last year. Ill other words, an increase, ve have already
experienced an increase of 100 percent iin the number of cattle coming into the
United States this year during the first 6 months. I am sure the figures tire
correct. I will get the exact figures. From January to June we received 486,000
head of cattle this year as compared to 242,000 head laIt year.

Now this trend toward sacrificing tire livestock producer for the benefit of
industry must stop, and if you gentlemen will not stoip it, as has hicen intimated
by Senator Connally arid some others, I am sure at the next session of Congress,
when this Reciprocal Tariff Act comes up for extension, the Congress INvill refuse
to extend it; if this agreement goes in with these concessions that are proposed
oi competitive agricultural commodities, the Congress will refuse to extend the
life of that Reciprocal Tariff Act unless a provision is made for Senate ratification
of these trade agreements. I have already been sold on that theory. I ain a
strong advocate of it. I am sure if this proposed agreement goes through there
will li a great many more others who will join in tile effort to insist on Senate
ratification of these trade agreements, The reason we will (o that is becaiise
ill sections of the country have a better opportunity to present their case ill
Congress. They have spokesmen there for it,

Undoubtedly your efforts have beon ini the interests of restoring commerce.
We do not doitlht but what your efforts have been in the interests of restoring
cominierce, ard I ai as unxious as anyone to see our channels of trade opened iii,
but I fear that proper coiisideration has not beei given ti solic of these items,
and repercussions will result from the lowering of the duties oli certain items
that you liave already lowered, We must reverse this treini of iindtistrialixinig
this country at the expense of agriculture and try as best we' cai to restore the
purchasing power of agriculture, which purchasing power in tirn will provide the
employment and industrial sales that are so necessary arid which you peoiph are
seeking to revive.

Now I notice that hides are listed. There is only a 10-percent ad valorem duty
on hides, and yet it is ill for consideration, for reduction. IHides are the most
nilsortant byproduct of the slaughter of cattle. I am mire there is nothing

that will atttagorize the livestock producers, the dairy interests, any more than
t hIese items ofi livestock products , these items of reduction. It is not worth the
catidle.

I hope this committee will exert its influence to see that rio competing agri-
cultural commodity is given any coisideratioxi whatsoever ili the reduction of
tarifTs.
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STArTrmIr or Ilom. A. WILLIs RoBIERTsoN

(Subiltted by Mr. Murray as part of his statement)

(0ctoher 17, N1,39, ). 210, vol. 2, The Committee for Reciprocity Information ii)
('onucelinou with file Negotiatious of a Reciprocal Tritde Agreiment with the
Argemti e)

I fqaprar primarily today to call to your attention the probable effect 1ipot ithe
American producer of turkeys of a reduction in tho present diuty on turkey.,i, from
Argentina, and of course under the principles of reciprocal trade-agreeilents it
cu ld include turkeys from Canada or any other nation thit produces turkeys

awl that are il the position to ship their to us.
* 5 * * * *

Now certainly there was no intent iO n o the part of anyone who either sl)o1,s red
or supported tlis program in he Congress to (to anything to injure agriculture or
to submit our farmers to unfair competition. Now I dio not have before imn the
figures for the last fiscal year on the import of turkeys. That iq dressed turkey.,
1 iiiagiiie, because it would not be practical for any nation to ship us live turkeys,
but in the previous fiscal year we imported 323 000 pounds of dressed turkeys,
chiefly from the Argentine and a little froni Canada, int not much. If you
consider that they iay have averaged 15 pounds each, that is only 23,000 turkeys,
and one uau in liy district this year will produce a great, deal more than 23,000
turkeys. The total value of that 323,000 pounds of turkeys wa.4 only $52,000.
When you break that down into cents per pound, yoU 1id that figures 10% cents
a 1)ound for dressed turkeys laid down on the Atlantic coast. Of course they
have to pay the tariff then, an d that helps to equalize the domestic price, plus
the fact that only 23,000 turkeys came in.

This year we will produce approximately 32,000,000 turkeys in this country,
22 percent more than last year bigger than the bumper crop of 1936, the largest
rlomestie crop of turkeys in'the iiistory of the Nation, one bird for each four people,
whereas In 1929, whon we had the maximum of consumer purchasing power, there
was produced in this country only one bird for each seven people,

There can be no question, honorable gentlemen, about the fact that the do-
nIestic production will be more than adequate to meet domestic demands. In
fact it Is a serious problem nov with us as to how to market these turkeys, and
we know that unless a considerable portion of the crop which must ho killed be-
tween now and January 1 can go into cold storage, the market will Ib glutted
uid our farriers will get practically nothing for their turkeys.

You will no doubt be interested in the experience of one farmer in Roekiughain
County, which is in my district. I might say that the Shenandoah Valley in
Virginia produces more turkeys than any other valley in Virginia, and is becom-
ing a national factor In turkey production. It Is 'now a $5,000,000 industry.
Mind you, a $5,000,000 industry against the total of $52,000 Importation in the
year before last front all countries combined of turkeys. Here are the actual
figures of one man who raises turkeys on shares. Ile is ini the feed business. The
farmers furnish the turkeys and lie furnishes the feed. rhey kee) books and then
divide up the profits, Here is what he tells me:

"Records taken from the books of the Wampler Feed & Seed ()., Hlarrisonburg,
Va., in 1937 show that 23 farners growing approximately 13,000 turkeys produced
207,615 pounds of turkeys at an average cost of 17.8 cents per poud, live weight,
for fuel, feed, litter ovster shells, grit, and poults.

"Now, niind you, in 1937 it was 17?4 cents a pound, without anything for the
farmer's labor. Of course our farmers have worked for nothing so iong that they
do not look on that like some of the people In the cities do, because they (1o get
their living off of the farm, and so frequently they give their time for nothing.
But it is worth something; it should he worth something. There is 17"4 cents a
)o(nd on the hoof. That is not a dressed turkey, that, is oil the hoof on the farm
before it is moved to the market, then dressed and then goes through the dis-
tribution channels.

* *' * * * * *

I have showii You, I believe, gentlemen, from these figures- aiid yo can get
similar figures frrun any producer of turkeys-that the Argentinlan can lay down a
dressed turkey in this country for approximately 10 cents a pound, and the
American farmer will have to have 17 or 18 cents a pound on tile hoof to cone out.
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There is another factor involved in this, and that Is the production of turkeysby the farmer in individual operation, and not a complete operation. It has itsramifications all through the Nation, and it has been my purpose !n the Congress,
and I think the purpose of all who are interested in agriculture, to shape our laws
and our policies with a view to making Agriculture not an industry but a method
of making a living. There will never be a big financial return for the farmer,but we do hope that those whose lot is cast with the land, producing the essentials
of life, of food, shelter, and clothing, can, aa a family undertaking, make enough
cash to have some of the decent comforts if not the luxuries of life, and that wewill not force agriculture to congregate in our cities, a was done in recent years,
and then the collapse.came and millions and miins of men with no roof overtheir heads, no food coming in each day, on relief at tremendous expense to the
Government, I say we are not dealing with a corporate problem, we are dealing
with an individual problem that affects vitally some 30 million people.I had occasion to check the effect of the agreements with the United Kingdom
and Canada upon our cattle market, also upon our milk and oream market. Ifrankly tell you that I think those effects have been greatly exaggerated. Of
course they came in under very restricted quotas and with no major reductionin the tarifs, but I did find this to be true: At the entry point for Canadian
livestock at Newark, as It wis related from Buffalo and Minneapolis, It did affect
temporarily the price on American cattle.' '

But I did find specific instances where Canadian Importations of beef affected
the price that the Virginia cattleman got at Newark, and that the Wyoming
catttlerma got at Minneapolis by reason of that temporary concentration, and
the advantage that these commission men took of that situation.

Now what would be the result of the 10-cent dressed Argentine turkeys uponthe domestic market? They ¢ould not comne in at just one point, they could
go to any storage house anywhere ip the United States. It would not be Newark
and M in!eapolis. They would say to the local producers, "Our market is flooded.We will have to out your prce. It wiji be every storage plant throughout the
United States that ps to an poultry commission firm saying, "Why, the market
is flooded with these cheap Argenutne turkeys. We cannot ford to pay you."

I will tell you the psychological effect of it. Even if we make a slight reductionin this tariff, even If we had such a small quota, like the Importations In 1937
and 1938, if the 28,000 f%)rkeys cae in against 32,000,000, you can easily see the
effect It would have. You might say "Well, we will just make a little concession
and let them ship in IQ0,00 'b'rds, it will not have any practical effect."
SI will tell you It will. The psychological effect of these birds goingto any kind

of storage anywhere in the United States will depress the whole market,For those reasons, gentlemen, I appear before you, as I say as a friend of this
progTam, expressing the earnest hope that those charged with Ito administration
will exercise the greatest care to. see thnt it is carried out in accordance with theclear intent and purpose of the Congress, to do no injury to agriculture and to be
fair in this matter of the competitive situation.

Here you have got $50-an-acre -land against land worth 80 cents In someforeign country. l ero you'havo got labor at $80 a month against labor at $5 or $6
a month. Here you have got corn at 50 cents, wheat at 90 cents, that has to befed to these turkeys against turkeys fed on the plains, where you feed them
nothing but what they pick tip on the plains, and drive them in to the market.
Of course they are Inferiot turkeys. They Compare just about as a milk-fed
Plymouth Rock compares-with the barnyard chicken. The-Argentine turkeyhas bone and muscle, that hr tyce, but we do liot pay a big price for bone Andl
muscle. If the Argentine turkey Comes in, so far as the trade Is conleerned, It Is a
turkey., Thuey will not say his breastbone Is setting out like the prow of a ship,
they won't say, Ito Is a- luscious, fat, july bird like we-raisd In Rockingham.

Ah CHAIUMAN, The 'next witness is Oongressz ntsjx 1ull, of
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I'ATEMENT OF HOIK, MERLIN HULL, REPRESENTATIVE IN CON-
GRESS FROM' THE STATE OF WISCONSIN

Mr. IIum,. I will merely try to supplement some of the statements
made by my colleague, Mr. Murray, of Wisconsin, and I will be just
as brief as T can in my testimony. s

Mr. Murray's district and mine are the two largest dairy districts
in Wisconsin. We have approximittely 3 or 3% percent of all of the
cows in the United States in those districts. About 75 to 80 percent
of all of our dairy products go to market in manufactured form-
butter, cheese condensed milk, casein, and so forth-
and I think that I c W*e that'proba to 100 percent of the
farmers in my dist eel that they have been treated in the re-
ciprocal trade t es, and are even more fearful o hat will happen
if this P t1iy tinues.

We made, r objections th ,o sd of course cause of the
political ation over. e, w d f that ou arguments
carried m h weight, oss ly th ..wil nt c y any we lit here or
elsewhere but the et rema is thia Ir man. uring dai sections
of Wise sin, Mii ya 0 up gast t is ta ff game
harder an probably any r rmc p pr ut in th United
States.

We I t ai it for o t 1900, the awley-
Smoot ri gay t sedan a nly about one-half fwhat
they a ed for. e, d t koime-we found t after-
ward t this T *ff C issio hi A d as a gat fact-
finding dy, are s d a c , h omma e that ere was
only one rincipal etin c wi the ry peo e of this
country, d that was anala of tale cost of reduction
in Canada, being near to tlt t ttea, the fixed these
rates lower n we reque , 4he e. om that y to this ourda a een oi le . ..
T7e ifCHATIUM You are not saying that they d these charges

at halfin the Simo awle law? " i
Mr. HULL. 'Yes, sir, hat the presentatives asked

for at that tlme'. e aske 'batter. We asked for 24;
for 19, and we fought all the way down the lin6. " We got no increase
whatsoever in cheese, practically none in casein, and our casein in-
dustry has almost d-sappeared in th6 Northwest because of the comn-
petition of Argentina. . '

The CHARMAN,' How'much did they increase the casein from the
Fordney-MoCumber rates?

Mr. HuLL. I think it was from about 2% cents to 3% cents. We
asked for 7 cents'

The C0IMAx. They did increase it, however?
Mr. HULL. To a minor degree. They did not increase cheese

excet that they added the 35 percent ad valorem. . I

Ti foreign competition which has already injured us is going to
increase, especially m the manufactured dairy products. There are
four countries now which produce about 1% billion pounds of excess
butter fat whicb they ship to foreign countries for their markets, and
are laiely regulating price as far as the foreign markets are concerned.
The fact that wb have these low tariffs-and which on cheese have

769
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already been reduced--is the price fixing influence so far as tle prices
or our dairy products in the market in our own country are concerned.

Senator CONNALLY. Let me ask you this: In the case of cheese, the
tariff is not the only determining factor, is it?

Mr. HULL. There are various other factors, of course.
Senator CONNALLY. A lot of people like the foreign brands of

cheese.
Mr. HULL. To soine extent, the French, Swiss, and Roman cheeses.
Senator CONNALLY. And they are willing to pry almost any price

to get those foreign cheeses.
Mr. HULL. Yes; they will pay almost any price to get them, Now,

take Roman chese-the cheese tariff was 7 cents a pound and was
such that certain sections of northern Wisconsin were we have the
newer dairying districts, felt that they could go into Roman cheese
making. We have got two factories left tip there. But when that
occurred, immediately the Italian Government gave an indirect sub-
sidy on the export of Roman cheese. They did it by fixing a price of
butterfat for other purposes than that at 33 cents a pound, which at
that time was about 10 cents a pound more than we were getting for
our butterfat in Wisconsin. They furthermore obtained a large
control over the price of rennet which is used in the manufacture of
cheese, and our cheese makers in this country, all over the country,
are compelled to pay the subsidy which the Italian Government de-
mands upon the export of rennet. That is just one illustration.

But there is New Zealand, which is a new dairy country. New
Zealand manufactures more butter today than Wisconsin, and we
have the second largest butter-producim State in the Union. The
entire dairy industry of New Zeahad is under government control.
Farmers get 30 cents a pound for butterfat and the difference in
exchange makes the purchasing power for that 30 cents a pound far
greater than it is in this country. They export on the average 180 to
190 million pounds of butter annually. A decade ago, there was
practically no cheese, very little cheese made in New Zealand. Today,
Wisconsin is manufacturing loss cheese than they are in New Zealand.

Then, there is Holland, which has developed a very large butter
trade since the war. There is Australia, which also has a subsidy
plan on its dairy products.

It all resolves itself down to a question of butterfat in butter,
cheese, and condensed milk, and those four countries have approxi-
mately 1% billion pounds of excess butter fat to export annually.
The Tariff Commission figured New Zealand production at the time
the Hawley-Smoot tariff law was enacted-placed butterfat costs at
18 cents per pound. That was the cost of butterfat in New Zealand.
In this country, the average at that time was about 57 cents. That
was one reason why we asked for such a great increase in the tariff
on dairy products.

The subject of Canadian cheese and its competition with Wisconsin
cheese has been mentioned. Wisconsin manufactures about 60 per-
cent of all of the cheese in the United States, and the cheese farmers
up there are getting about $1.25 to $1.30 per 100 pounds in the
wintertime, the time of the highest cost of reduction in Wisconsin,
for the milk that does into cheese. We in Wisconsin have very strict
regulations of our dairy fanners, more strict than Canada has; not
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as strict as they have in the milk shed districts in these large cities
where the monopolies are maintained largely by health regulations,
but we have t very strict regulation of the dairy industry, the tiree
dairy industry, even to the inspection of barns and milk houses at
the barns. We also have a standard of the water content for our
cheese as well as our butter.

The competition of Canada, which manufactures about one-
third as much cheese as we do in Wisconsin, comes in not merely from
the fact that you have lowered the tariff-that is one thing-but there
is a differential there which is made use of by the two large companies
which market or which control the markets or obtain tile supply of
practically 60 percent of all of the cheese made in Wisconsin. rfhey
have a lower moisture content for cheese in Canada. A big part of
inported Canadian cheese goes into what is known as processed cheese.

As a matter of fact, it is not cheese at all, any more than oleomargarine
is butter. It is a processed cheese in which they mix this drier cheese
and change tie moisture content to 44 to 46 percent and then add
skimmed milk, and make a product that goes on the market in
attractive form, very widely advertised, and of course it sells in com-
petition with our chese.

We suffered, as Mr. Murray has already told you, a loss of approxi-
mately $9,000,00q on the Wisconsin cheese front the first Canadian
treaty in the first few months. Then they reduced that tariff 1 cent
more. As a matter of fact, the Revenue Department has very recently
found that the Canadian people, that is, with the sanction of the
people through its local or National Government, is putting a bounty
on cheese, particularly the cheese of low moisture content, 1 percent
on the 93 score grade and another of 2 cents a pound on as much as
94 and over. The revenue department very recently issued an order
increasing the tariff on those two kinds of cheese from Canada by 1
cent a pound for the 93 grade and 2 cents a pound for the 94. That
is an illustration of the manner in which we are competing or have
to compete with foreign countries in the importation or exportation
of dairy products.

It is true that cheese prices fluctuate in this country. In 1938,
butter prices fluctuated. There was apparently an overproduction of
butter fat, and the consequence was that butter went down and
Congress appropriated a lot of money to the Surplus Commodities
Corporation. They spent about $46,000,000 buying dairy products
in order to prevent the utter demoralization of the dairy markets of the
countrT. The price went up to 26 cents a pond, due to those pir-
chases, otherwise butter would have gone down to 15 or 16 cents a
pound.

But this fact remains regarding all tariff rates and all reductions in
the tariff rates by this reciprocal trade program, that tihe competition,
which can come in from abroad where cost of production does not
come anywhere near the cost of our production is such that main-
tains the level of prices for our entire product, which amounts in
Wisconsin now to about $160,000,000 a year.

So we are opposed to these treaties. 1 have been opposed to then
constantly since the law was conte ,plated and since this program
was inaugurated. I did not believe in them when Mr. Taft was
President, and J don't believe in them under Mr. Roosevelt. To my
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own individual view it is sort of getting into free trade on the in-
stallment plan, and i feel that we western farmers-

Senator CONNALLY (interposing). What, in your view, is a fair price,
for butter?

Mr. HULL. Well, it certainly should not be less than it costs our
farmers to produce it.

Senator CONNALLY. I am talking about the actual price now.
Mr. HULL. There was more butter consumed per capita at 50 cents

per pound than it is when it is 25 cents a pound.
Senator CONNALLY. I did not ask you that Congressman. I asked

you what you thought butter ought to be selling for now.
Mr. HULL. Butter ought to be selling at a price that will let the

dairy farmer get the cost of production, whether it is 40 or 45 or 50
cents, no matter what it is.

Senator CONNALLY. You are out there in the country and you know
what it costs to make it. Can you tell me what you think it ought
to be?

Mr. HULL. The University of Wisconsin once stated that 57 cents
cents a pound was the average cost of butterfat.

Senator CONNALLY. Then you are saying 57 cents?
Mr. HULL. No; I am not saying that.
Senator CONNALLY. What is it selling for now?
Mr. HULL. 27 or 28 cents.
Senator CONNALLY. I want to got some idea what you think it

ougIt to be selling at.
Ur. HULL. I am not claiming that in these times you can arbitrarily

put up the price of butter to a cost basis unless you adopt a general
parity price program. At the same time I do not think that we ought
to take any steps to add to the competition which we already have
from foreign countries by the reduction of the tariff on cheese or butter
or anything else. They have not reduced the tariff on butter any.
On the other hand, when you reduce the tariff on cheese, you level
the price of cheese to a low rate and naturally affect the price of butter-
fat.

With your consent, I would like to have a statement inserted in the
record.

The CHAIRMAN. Without objection, that may be done.
(Same is as follows:)

At this particular time, much credit is being given to reciprocal trade treaties
for improvement in general business conditions over what they were in 1932, and
a vast array of figures shows how increase of exports and imports have had a bear-
ing upon the improvement. Some interesting charts have been published to prove
that as foreign trade has increased, there has been material industrial gains and
also gains in employment. That the increase of imports is due to the gains in
industrial activities, and that improved conditions in foreign countries have served
to increase our exports is lost sight of in the propaganda so widely circulated in
support of the reciprocal trade policy.

There are other reasons alleged for the gain in business under other eircum-
stances. Conditions in 1932 were about as bad as could be, but they were not
confined to our country alone. In European and South American countries, and
in Canada in particular, business, industry, and agriculture were at the lowest ebb.
As othur factors contributed to our recovery, so also in foreign lands recovery was
accomplished regardless of our particular reciprocal trde program. The treaties
were not completed with some of those countries, Great Britain for instance,
until their recovery has been greater than our own. To ascribe all world progress
in the past 7 years to our reciprocal trade policy ts as misleading as it would be to
assume that our own improvement was solely due to that same policy. Many
influences were at work in foreign countries to aid in their situation just as we have
had many other contributions to the gains accomplished in our own country.
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It would not be fair to thus assert that all other endeavors of this administration

to restore prosperity as having failed and confine the credit to the gains in foreign
trade. To do so would brand as failure all that was done by Public Works Ad-
ministration to prime the business pump, put men at work, and give prosperity a
boost at the cost of a billion dollars or more. Billions more have been spent for
relief and unemployment primarily, but also to assist toward business recovery.
An agricultural program has expended billions in loans, grants, and subsidies to
further agricultural recovery. More billions will continue to go out for these and
numerous other programs devised to improve general conditions, while housing
programs, naval expansion, and vast public works continue to be pointed to as the
way out of depression into prosperity. The advocates of a continuance of our
reciprocal-trade policy apparently would disregard all these activities and expendi-
tures as at all Influential In order to stress gains in foreign trade.

Considering the fact that less than 7 percent of the production of our country
is exported, the relative importance of our foreign trade to that of our domestic
commerce is not so great. Fancy statements are made about the extent of our
exports of automobiles, trucks, tractors and farm and other machinery and the
added employment afforded by such industries. Were farm income to be restored
to its proper basis, adding $5,000,000,000 to agricultural income and the national
income, there would be such a home demand for such products that there would
be none to export. The loss of farm buying power is greater than the entire
value of our exports, including such agricultural products as may be included.

Coming from the Nation's greatest dairy State, Wisconsin, I am concerned, as
are modt farmers in my State, as to the effect of the trade treaties upon our own
welfare and progress. We sell the most of our dairy products in manufactured
form. We must seek our markets in the industrial centers. It is generally recog-
nized that we cannot compete in those markets with importations from countries
where cost of production is less than 'one-fourth of our own. We must have ade-
quate protection as to prices as well as against the flooding of our principal markets
with foreign products when circumstances serve to increase prices which permit
such importations.

Not all our trouble with foreign competition should be ascribed to the trade
treaties. They have merely served to lower rates which were already too low
under the much criticized Hawley-Smoot Tariff Act. I was a member of the
House when that act was passed, and among those from farming sections who
sought adequate tariff rates under its provisions. Our pleas were unavailing.
The Hawley-Smoot law greatly advanced the rates upon industrial products,
based upon the theory of the difference in the cost of production in our country
and that of foreign lands, but utterly failed to apply the same rule or theory to
farm products. Although testimony backed by studies made by Government
agencies, for instance, made plain that newer dairy countries like New Zealand
and Australia were producing dairy products at less than one-third the cost of
production in the dairy land of the northwest, and were flooding the world markets
with hundreds of millions pounds of butter and cheese, our farmers were denied
rates on butter which would stop that unfair competition, and the rates on cheese
importations in that bill, and as still further reduced by trade treaties, continue
to limit our production by such competition. I voted against the Hawley-Smoot
Act when it passed, because of Its unfair discrimination against the farmers of the
Middle West. I am opposed to a reciprocal trade program which serves to
further increase our competition from foreign lands, and at the same time provides
no lessening in costs to farmers of the products which of necessity they are com.
polled to buy.

The claim that the importation of dairy products is too small to be detrimental
is simply a case of putting the cart before the horse. Importations are in coin-
paratively small amounts at present because the prices of dairy products are far
too low for profit to our farmers. It is only necessary to refer to the comparatively
small holdings of butter and cheese in storage to point out that it is not our owal
production but that of other countries which is holding down prices when circum-
stances hero at home would seem to warrant an increase of butter prices to at
least 38 cents, and cheese to 18 cents, the levels reached in 1937. Were butter
prices to return to a level of 40 cents and cheese to 20 cents, neither of which
would be excessive and neither of which would more than cover actual costs of
p reduction to the farmers, there would be such a flood of dairy products flowing
iefrom New Zealand, Australia, Argentina, and even from Rusia and Cape Colony

that our markets would'be demoralized, and prices would bound back to even lower
levels than the preint, Just as they did in 1937, when the decline continued until
butter was marketed at 22 cents, In 1938 the Surplus Commodity Corporation
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purchased 152,000,000 pounds of butter and dairy products to a total of $46,000,-
000 for free distribution to prevent dairy prices from again striking the low levels
of 1933.

Our American dairy farmers cannot have their home markets at profitable
prices as long as it is possible for dairy monopolies and speculators to reach out to
foreign lands where costs and prices are much lower and bring in butter, cheese,
condensed milk in any quantitie, needed to control the markets to their own
profit. Tie possibility of such competition fixes the lower levels of prices which
now are obtained. Freed from that competition or dangers of it, higher price
levels might be obtained, and, under the policy of the purchase and distribution of
such small surpluses as might occur, they could be maintained.

Whether higher duties or embargoes should be applied to the situation is a
1iatter of opinion. Were it in my power I should forbid importations of any
agricultural product which would serve to lower the level of domestic prices below
parity or cost of production in case parity prices would not suflice.

The claim that the trade treaties serve to broaden the farmers markets by ill-
creasing emlloymenmt in industry is substantiated only in a limited degree. Ill-
creased consumption at prices below cost of production adds but little to farm
income and none to the farmers' profits.

Our western dairymen have not only the threat of foreign competition to pre-
vent progress. Under a Government policy, milk prices are fixed in larger eastern
cities to tire benefit of groups of farmers in nearby territories. But the western
farmer has no "reciprocity" under that policy. An embargo regulation prevents
his shipping his milk and cream to New York City, Philadelphia, and even the
city of Washington, and other large markets. Jf reciprocal trade treaties are
good for the Canadian dairymen to supply our eastern markets with butter,
cheese, and cream, certainly Congress slioulil provide a policy which will enable
the western dairymen to share ill the benefits of our home trade. It has not done
so, and every attempt to obtain it has been withheld in the committee rooms.

I am not alone concerned with the situation as it applies to dairymen. Thle
farm income of 1939 was lower than the farm income of 1937 or 1938. The per-
ceritage of the farmers' share in the national income was also lower than in those
years. Still in 1939, our importation of foreign farm products amounted to more
than $897,000,000. Not all such products were competitive, but in tire main
they were, directly or indirectly. That our prices for farm commodities were
lowered to a still larger amount by such competition can scarcely be questioned.
But adding $897,000,000 to our farm income instead of sending it abroad would
nean increasing the general farm income by about 20 percent. Such an increase
would be very welcome to most farming sections. Why should we buy abroad
what we could and should be producing or our own farms? Why try to advance
industrial progress in foreign lands when tire opportunity is so much greater in
our own?

We have a farm program covering cotton, corn, wheat, rice, and tobacco, Under
it and the soil-conservation program, our Treasury disbursed over $700,000,000
in farm subsidies last year. Restriction of production is a large part of the policy
and millions of acres have been taken out of production. The program endeavors
to reduce or abolish the surpluses of tire particular crol)s mentioned and to pro-
vide parity prices subsidies to the farmers who comply with the rules and regu-
lations.

I have been among those who believe that a parity-p)rice policy should not apply
only to certain crops and certain farmers. If the policy is good, surely it should
be broadened to bring( dairying, the largest branch of agriculture, within its pro-
visions. To that end I and others here and thousands of farmers in the Middle
West are demanding action on It. It. 6500. We demand that dairy products
shall be included among the basic agricultural commodities.

Notwithstanding the AAA program, reducing acreage, restricting and control-
ling production, expending $450,000,000 in soil-conservation payments, $212,000,000
in parity payments, and another $50,000,000 in bounties to sugar producers not
to produce sugar, arid crop loans on cotton, corn, and wheat, in an endeavor to
peg their prices, 've trirr to other lands for products which required millions of
acres of land to produce.

Estimates of tire acreage required for the production of some imported corn-
moditles are not availabio but from the yields quoted ill tile 1939 volmee of
Agricultural Statistics, I have computed the acreage of production or our own
farms displaced by some of the products so imported. The total acres which our
farmers might have devoted to such production under a different and proper
policy is 14,897,919 for tire importations for only 10 months.
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Add to that acreage displacement that required for the remainder of the

$897,000,000 of importations, including vegetable oils and many other items, it
will be found that from foreign lands we imported all acreage production greater
than that which our farmers have devoted to the growing of cotton, rice, tobacco,
and sugar.

My computations are as follows:

Importations Acei dis-

Cattle ................................ .................................. M4, 39 3, 086,034
Meat ........................................................................ 1136,652, 000 : 000, 000
Harley ................................. ............ -............. bishels.. 748,000 37,000
Oats- ......................-.......................................... do .. . 2,612 000 100 00C
W h(eat- - - --...- --.............................. ..................... do .... 0,310,000 00,000
le, ;ey m alt ................................. . .-- - .......- - - ------- (10.. . 1,610,0 0 65,071
MaY-------------------------------------------------............ 35,060 13,000
Ti -- -------------...........-....... 325,0O5,0f0 202,070
Tobacco ..................... .................. ..... ............. . 64,544, O O 64,544
Flaxso ed ........ ........................................ _............. 14,724, 00 1,640,000
Cotton ................................................ ............. 84,443,000 168,000
Wool ............................. -------- ......... 107, 000, O 3,700, 000

g r....................................... _....... . ........ 1,108,000 1,250. 000

Total ............................................................ -- -------- - 4,897,019

1500,000 head more.

It does not seem sensible to me to continue policies which expand agricultural
)roduction in foreign lands while we are paying out hundreds of millions of dollars

to restrict and reduce production here at home. Nor does it seem sensible to me
to add to the farm income of other lands as our own farn income continues to
decline. Give our own farmers parity or cost-of-production prices, and they will
provide a wider, better, and more certain market for our industries than all the
rest of the world combined.

The press reports that the International Harverster Co. made a net profit of
$12,980,000 last year. In the report of the company it is stated its total sales in
this country were $188,778,000, a fallin off of about $12,000,000 from the pre-
vious year's net returns. Its total foreign sales were $79,249,000 or $5,800,000
less than in 1038. Its average sales to the 6,800,000 farmers in this country were
less than $28. Given the power to buy our farms would have had to increase
their machinery purchases by an average of $11 per farm to have absorbed the
entire products exported by the company.

The report further states that tile company's foreign business "has frequently
been subject to uncertainties and at times severe losses have actually occurred,
However, the operating profits of this business have absorbed these losses."

To what extent the home sales have absorbed the losses in foreign business is
not stated. It would be interesting to know how much of the losses sustained
by Inany companies in foreign trade lave been absorbed by their domestic
business. The American farmer is the best and safest purchaser of farm ma-
chinery and adding to his income the amounts which are being paid to foerigu
farlnmes for imported products would result in greater sales of farm equipment
than can be made abroad.

I am against continuing the trade-treaty policies. I believe that they are
proving detrimental to our farmers, and that whatever advantages claimed for
thenl are more than offset by that detriment. I am convinced that the re-
habilitation of agriculture Is the only way to a permanent prosperity, and any
policy which serves to lesson that recovery Is not sound, in ity opin.ll, I am
not concerned with the partisanship involved in the discussion. I am concerned
with the principles involved.

Senator BROWN. rlhe State Department, at my request, has pre-
Pared statistical data regarding dairy products of the United States,
Which show on an average over thi l t J0 years tlat the domestic
pro(lueers supplies about 993 percent of the market; also statistical
datt and a statement showing the 1)osition of the United States dairy-
men in 1939 compared with other farn products, which i woIuld like
to have inserted at the end of the statement mahe by Congressman

1ull,
The CHAIRMAN. Without objection, that will be done.
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(The same are as follows:)

The share of the domestic dairy market supplied by the Amercan producer, calendar
years 199-89

Importsfor Imports as T imports for Importsas

Year Total milk a percent Year podu tilk cmports oIporct
production sump- of produe- production ionsup- er ofe

to 
produce.

Mfuiom Miltioe Million fMillion
pounds pounds Percent pounds pounds Percent

1929 .......... 102,12 1,108 1.08 1935 .......... 104, 247 060 .92
1930 .......... 10,01 877 .85 1030 .......... 106, 009 813 .77
1931 .......... 105, 800 632 .60 1937 .......... 105,058 818 .77
1932 ........ .-- 10,78 645 .51 1938 .......... 110,081 001 .03
1933 .......... 107,679 497 .46 1939 -........ 111,414 014 .55
1934 .......... 104,854 489 .47

I Preliminary.
2 Imports for consumption toss "general Imports' Into noncontiguous territories of the unted States

Including fresh milk and cream, butter, choose, condensed and ovaporaetd milk, dry milk and cream , ana
malted milk and compounds.

Compiled by Division of Information, A. A. A. from published B. A. H. data.

Cash farm income from dairy products, and average prices received by farmers for
butterfat and milk (wholesale)

Price of Prices received by
Cae'h farm In- cheddar farmersYuCat4h from I- choose _

Year come from (twins) on
dairy products Wisconsin Butterfat Milk

market (wholesale)

COdn* per Ces per
pound psullia 100 pounds

192 ................................... $1,44, 000, 000 202 45.2 $2.4
100 ............................................... 1,631,000,000 104 34.9 2.21
1031 .......................................... 1,3 00, 000. 000 12.5 24.8 1.09
1933 .............................................. 091,000 000 10.0 17.9 1.27
133 ............................ .................... o. .000 000 102 18.8 1,50
1934 ............................................. 1,133, 000, 000 11.7 22.7 1. H
1938 ............................................. 1, 289,000, 000 14. 28.1 1,70

1 409,000,000 15.S 12.2 1.87
1031 ................... 820........ 1, 2, Ot 000 15.9 33.2 1.06103 ................ . . . . . . . . .- 1 -------- ---- ----
1938............ ........................ 1, 39A , 000 126 20.3 1.72
1939 .................................... 1,3,000,000 32.9 23.9 1,73

lource: Agricultural Statletlcs, Dairy bituatlons, and other publications of the United States Depart-
Mnt of Agrloilture.

POSITION OF UNITED STATES DAIRYMEN IN 1939 COMPARED WITH, ALL OTHI)R1 FARM
,I OUPS.

As shown by accompanying table of purchasing power of milk cows in terms of
all farm products, in relation tq other farm groups, at least, 1939 was one of the
2 best years experienced by United States dairymen in the last 20 years. Only
in 1929 were dairymen any more prosperous relatively. The dairymen's relative
position has steadily improved since its low in 1934. In view of the fact that
farmers generally had a rather good year in 1939, dairymen may be considered
to have done quite well.
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Index numbers of purchasing power of milk cows in terms of allfarm products, 1920-89

[l910-14,.10l0]

Year Jan. Fob. Mar. Apr, May Juno July Aug. Sept. Oct. Nov. Dec. Aver,age

1020 ................ 84 86 83 80 78 70 80 88 03 87 98 100 88
1021 ................ 07 100 104 109 111 107 05 93 87 82 80 85 g0
1122 ................ 87 84 85 84 83 82 83 84 84 83 79 77 83
123 ................ 76 70 77 78 80 83 84 84 83 79 77 70 so
1024 ................ 77 70 80 80 82 82 81 78 81 70 78 76 79
1025 ------------- 72 72 73 76 78 70 74 76 78 79 80 81' 76
102 ------------- 83 85 85 87 89 90 94 96 94 00 100 102 02
1027 ................ 103 105 107 110 109 108 10 108 105 109 113 111 100
128 ................ 114 121 122 118 110 121 121 128 127 138 131 131 123
1029 ................ 127 128 127 181 134 138 133 129 130 131 133 131 131
1030--.. _ ..-... 125 123 121 118 120 120 123 116 112 120 120 122 120
1031- -........... . 122 121 110 118 120 121 118 120 110 122 121 123 120
1032 -------......... 121 122 114 118 121 124 117 114 111 111 111 10 115
103K ............... 108 110 114 110 101 101 00 91 88 88 82 84 97
1034 ................ 82 70 70 81 83 77 75 08 81 60 68 89
1030 ............... 69 74 83 84 01 00 97 03 03 02 95 00
1036 ................ 08 08 102 103 103 101 93 868 85 9 00 87 94
1037 ----------...... 85 87 87 87 80 93 94 08 101 108 111 113 95
1038 ------------- 114 119 117 121 123 124 121 124 120 122 120 124 121
1039-------------126 130 132 31 130 130 132 132 122 127 125 ...... 129

11 months.
Source: 'he Dairy Situation, Dec. 18, 1939, U. S. Department of Agriculture, p. 9.

Senator LA FOLLETTE. Mr. Chairman, I desire to submit for the
record selected portions of data furnished me byMr. Morse Salisbury,
Acting Director of Information Department of Agriculture, relating
to war-time controls of agriculture; this data is supplementary to
material furnished previously by the Department of Agriculture
which appears in the testimony given by Secretary Wallac.

[U. S. Department of Agriculture, Ofto of ForeIgn Agrloultural Relations)

BRITISH FOOD CONTROL

(By Harry L. Franklin 1)
[Reprint from Foreign Agrlpulturo, December 190]

OUTLINN
Britlili food control.

Organization and legislation.
Food (defense plans) Department.
Ministry of Food.
Board of Trade and Ministry of Agrioulture.
Legislation.

Fo6d-control orders and operations.
Import control.
Export control.
Control of prices and supplies.

Cereals and products.
Bacon and hams.
Meat.
Butter.
Lard, imported.
Other oils and fats.
Eggs.
Condensed milk.
Dried fruits,
Sugar.
Tea,
Canned salhnon.
Potatoes.
Livestock.
Feedstuffs.

General summary and conclusions,

I Seolr AgrIcultural 1goonomst, Oie of Fore gn Agrioultural Rlation&
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InI wartime, the safeguarding and assurance of adequate food supplies
arc no less important than of armament and military equipment. In
the United Kingdom, some 2 years of planning and organizational work
toward this end were carried out prior to the present war by the Food
(defense plans) Department, now the Ministry of Food. An elaborate
food-control system has been developed since September 3, 1939. Prices
and stocks of several major food products are strictly controlled. Do-
nestic farm output is to be considerably enlarged through devoting per-
manent grassland to arable-crop cultivation. This has a significant
bearing on exports of United States farm products to the United King-
dom, customarily valued at around $250,000,000 per year, or about
one-third of the United States total to all countries.

Great Britain is dependent upon imports for around 65 percent of its total
food requirements. For wheat, its breadstuff base, and sugar, the figure is ap-
proximately 75 percent. This situation makes the country particularly vulner-
able in wartime, as the World War demonstrated when in the summer of 1917
enemy submarine activity greatly endangered Great Britain's food supply. Al-
though a food controller was appointed in 1)ecember 1916, it was not until July
1918, after nearly 4 years of war, that a general system of food rationing became
operative in Great Britain.

In developing its program of economic and military rearmament since 1936 in
order to insure the national defense, the British Government has had the ex-
perience of the World War period to draw on,

3 
and now enters another European

war with an elaborate and comprehensive system of food (and other supplies)
control largely coin pleted, which is considered superior even to that obtaining at
the end of the World War. The essential elements of the present set-tip to pro-
vide for food supply, storage, control, and distribution are the former Food (de-
fense plans) Department, now absorbed into the new Ministry of Food; the
Board of Trade; and the Ministry of Agriculture and Fisheries. Legislation of
particular import is embodied in the Essential Commodities Reserves Act, 1938;
the Agricultural Development Act, 1939; the Emergency Powers (defense) Act,
of August 24, 1939; and the Import, Export, and Customs (defense) Act, of
September 1, 1939.

See "Ag rticultlre In th Anglo-American Trade Agreement," Foreien Aartcettro, i)ecoiiibcr 1938.
i "Brltish Fowd Control," by Sir Wv. I. Beverdge, and "Food Productsn n War," by T. It. Middle-

tonl, both Im Economic and Social history of the World Var (British series), Carnogi Ens'doncnnt for Inter-
national Peace, 1928 and 123, rnsmeetlvely.



FsIURE L-British wartime control of agricueltusre nd its products

(Preliminary, as of-November 1939]

Cm Organizations.
-J Main,.-----

Components.

Functions --------

Operations -----

Ministry of Agriculture. J Board of Trade.
Theinistryof Food (includes former

Food Defense Plans]. Department
of the board of Trade).

14 Divisional food officers in Great
Britain and chief divisional officers
in London and the Home Counties.

Marketing Boards (Milk. Pigs. and
Potatoes), formerly under the Min-
istoy of Agriculture.

Food Control Committees (local) es-
tablished throughout Great Britain.

Acquisition o( foreign supplies and do-
mestic stocks of essential foodstuffs.

Formulation and imposition of price-
control measures.

Distribution of foodstuffs (including
rationing).

PM2w ecefnd.-Maximnum (wholesale
andior retail) prices or those not
above the average prevailing for asPecified prior period of days. Ap-
plication thus far to the following
Products: Sugar, Wa, eggs, flour,
livestock (hots, sheep, and fat cat-
tVe, banan and hams, other meat.
oisand fats, condensed milk. canned
salmon, dried fruits, potatoes, and
feedstuffs.

Ceot of/ftocko.-Domestic stocks and
in some instance shipments afloat
or British-owned abroal. Applica- turalcommittees, but detailsofplans Removal of import quofa restrictions ontion thus far to cereals md cereal in this record not yet available, hams, bacon, and processed milk-products. canned meats, oils and The Government will purchase, at Co'spasdry commodity insurancefats, certain oilseeds, tea. and sugar. flied prices, all staple crops sold off scheme against war loss or damageRation cards have been printed. Ra- farms from the I940 harvest, by dealers in most agricultural prod-tionine of butter and bacon on Janu- ucts whose stacks exceed £L0 soary , 19 0. announced, mune.

Fprt control of a long list of essential
commodities (including major food-
stuffs), prohibited except underI
license.

County Aericultural Advisers
County War Agricultural Executive

Committees
Subcommittees of the foregoing.

To insure that agricultural laud is used
efficiently and exclusively for pro-
duction of essential foodstuffS.

To increase total farm output through
large shift from grassland to food-
crop acreage.

Announced program for an additional
2,00,00 acres (chiefly grassland) to)
be placed in cultivation for food-
stuffs (and some increase in flax pro-
duntion) in the United Kingdom;
subsidy of £2 ($8) per acre for ap-
proved grassland thus plowed up.
Farmers urged to increase acreage
of winter wheat, and next spring to
increase oats, barley, flax, and potato
acreages-

Farm machinery and fertilizer to be

Ministry of Supply.

Special sections or "Controls" relating
ta the various industrial raw mate-
rials_

Cotton Control Board (appointed
chiefly from the trade).

Cotton Controller.
Trade associations collaborating closely

with the Ministry of Supply in the
commodity "Contr'ls" and other-
V,-IsI2.

Control over prices, stocks, and distri-
bution of industrial raw matrials.

The Cotton Control Board's functios
for the present are largely investi-
gational and advisory regulatory
powers over imnortsZ, etc. may be
conferred later.

Control is exercised by the Ministry, or
orgaizations under its direction,
over stocks, prices, and distribution
of wool, silk and rayon, hemp, jute,
flax. industrial alcohol, molasses, and
certain other industrial raw materials
and half-fabricates, such as hides and
skins, timber, nonferrous metals, iron
and steel, and paper.

Import Licensing Department,
Export Licensing Department.

Control of imports (and exports), in
close cooperation with the Ministry
of Food as regards foodstuffs.

Import control Of a long list of products.
prohibited except under license. in-
cluding certain fruits and canned
vegetables (other than tomatoes).
Restricted imports of many prod-
ucts indicated primarilyy to conserve
foreign exchange, or provide ship-
ping space for other requirements),
including poultry and meat pastes,
sausages (canned or otherwise pre-
served), hopA. hop oil, and dried
vegetables (other than peas, bus.
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OuDANIZATION AND LEGISLATION

FOOD DEFENSEH PLANS) D)iPAIITMENT

One of the most important steps il Griat Britain's economic; rearmament policy
was the establishment of a special department in the 13oard of Trade, the Food (De-
fense Plans) Department. in November 1936, under the direction of Sir Henry
French, then second secretary in the Ministry of Agriculture. The functions of
the Department were to formulate plans for the supply control, and distribution
of food for defense purposes after the outbreak of hOstities; it was not concerned
with domestic farm production, which remained under the Ministry of Agriculture.

The aim of these plans, as stated by the Food (Defense Plans) Delpartmcnt,
4

was (1) to secure in wartime an uninterrupted supply in the United Kingdom of all
essential foodstuffs; (2) to reduce to a minimum the inconvenience anid delay
caused by any dislocation io the movement and distribution of foodstuffs resulting
from war conditions- and (3) to insure in wartime that supplies of essential
foodstuffs at controlled prices were available to meet the requirements of all
tyues of consumers and in all parts of the country.

It was also the aim of the Food (Defense Plans) Departoaeot, according to its
annual report for 1937, to anticipate every important problem that a future
Ministry of Food might be called upon to deal with during, say, the first 1 mouths
of food control. The annual report also outlined several supply-distribution-
control schemes for such commodities as cereals, flour, bread, butcher's meat,
bacon and hans, sugar, tea, and edible fats, worked out.in consultation with
leading members of the various food trades and the Ministry of Agriculture.

In order to assist in the regulation of supply and demand in wartime, 18 divi-
sional food officers were appointed in Great Britain and chief divisional olicers for
London and the lome Counties to cooperate with, or possibly supervise, some
1,400 local Food Control Committees to be establisted throughout the country,
Also food executive officers for these future local control committees were ap-
pointed, in most cases the clerk to the local authority. Ii this fashion a "shadow"
organization was set up throughout Great Britain to facilitate the introduction of
rationing and other aspects of food control in the event of war.

Food-control plans were virtually completed by the Food (Defense Plans) De-
partment and a largo part of the requisite organizational set-up established in
collaboration with the various food trade associations several months before the
outbreak of the present war, All this greatly facilitated the establishment early
in September of the new Ministry of Food, which absorbed tle Food (Defense
Plans) Department of the Board of Trade.

THE MINISTRY OF FOOD

The chief functions of the now Ministry of Food are (1) the acquisition of food
supplies front abroad; (2) the imposition of price-control measures; (3) the control
over domestic stocks of important foodstuffs; and (4) the organization of distribu-
tion (including food rationing). W. S. Morrison, a former Minister of Agriculture,
was appointed Minister of Food on September 4, and Sir Henry French, until then
Director of the Food (Defense Plans) Department, became Secretary.

A number of sections have been set up in tile Ministry of Food, each dealing
with a particular commodity or commodity group, with the section or "control"
chief being assisted by trade advisers. Tie methods of control vary, however, in
accordance with the particular circumstances in each branch of the trade. For
instance, for cereals and cereal poducts, contact by the Ministry with tile trade
is through a special board, the Cereals Advisory Control Board, on which coin-
mercial interests ar represented.
The Ministry of Food will have a monopoly of the British import trade in food-

stuffs, or at least all such Imports will be under the Ministry's control. Respon-
sibility in general for tile aequlsition of foreign supplies has been delegated to a
General Supplies Division, Though some flexibility wil no doubt be exercised,
it is understood that centralized buying will be adopted for certain important
staples. In this regard, certain individuals have already been designated as

bu ce control, largely in the form of established maximum prices, has been

applied by the now Food Ministry to most important foodstuffs; and the as-
sumption of control over stocks has been almost as comprehensive as price control.
The Ministry's activity in connection with the organization of dist ribution has

IfRiporn ofthe Food (Dfe Plam) DepartmeNfor the year ended Decemrbr11, IM, London, 1938,89 pp.
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thus far been confined In largo part to decentralization of the physical handling
and storage of essential foodstuffs, Plan have been completed, however, for
the Introduction of individual ration cards on January 8, 1940.

In addition to the 18 divisional food officers in Groat Britain and chief divisional
food officersIn London and the Homo Counties, the Ministry of Food is Assisted
in controlling'the prices and distribution of fo6dstuffs by the numerous local Food
Control Committees. There is a Food Control Committee for the area of every
local authority or a Joint Food Control Committee where local authorities
combine for that purpose, In England and Wales, each committee comprises
15 members, 5 of which must be from the retail food trades, and the reinaining
10 (2 of which must be women) persons may be regarded as reprcsentatrvo of all
classes of persons within the area. Retail dealers in foodstuffs are licensed by
tle local Food Control Committees, and such license may be suspended or revoked
in accordance with instructions Issued by the Ministry of Food.

DOAHD OF TRADE AND MIINIsTRY OF AOICULTURE

The Board of Trade, under the provisions of the Import, Export, and Customs
Powers (Defense) Act, 1939, Is empowered to control the Importation Into, and
exportation from, the United Kingdom of all commodities and kinds of goods.
Under this authority, thu Board of Trade has already prohibited Imports and
exports of a lar e number of products except under license by the Board. Con.
soquently, the Board of Trade and the new Ministry of Food, in view of the
latter's activities in the acquisition of supplies of foreign foodstuffs, will have
to cooperate very closely in Importations o this kind. There will doubtless be
other work In connection with food control by the Board of Trade, now that its
former Food (Defense Plans) Department has been taken over by the new Minis-
try of Food. (The Board of Trade corresponds in a general way to the United
States Department of Commerce.)

Domestic farm production remains within the jurisdiction of, the Ministry of
Agriculture; and in addition that Ministry has been given far-reaching control
over the entire agricultural industry of the United I(ingdom, under the provisions
of the Defense Regulations of August 25 promulgated in pursuance of the Emer-
geney Powers (Defense) Act, 1939. The program calls, among other things, for
increased farming efficiency and greatly enlarged foodstuff output through a
shift from grassland to arable cultivation. Incidentally, it may oe pointed out
that there is not a unified Ministry of A~rIculture for the United Kingdom, but
rather three separate organizatjons, which cooperate closely with each other;
namely, the Ministey of Agriculture and Fisheries (for England and Wales), the
Department of Agriculture for Scotland, and the Ministry of Agriculture for
Northern Ireland.

LEGOISLATION

The essential Commodities Reserves Act 1986, empowered the Board of Trade
to conduct activities In connection with tile storage, preservation, and trarmuport
of essential commodities (including foodstuffs foedstuffs, and fertilizer for land).
It also authorized the establishment of a fund to be called "The Essential Con-
maodities Reserves Fund," into which should be paid such moneys as Parliament'
might determine. Few details are known regarding the operation of this act
other than that about £8,500,000 In 1938 andat least £5,60,000 In 1939 (anl
possibly a great deal more) were expended for the storage of wheat, other food-
stuffs, and certain raw materials.

The Aqriculturai Development Act, 1989, effective July 28, 1939, aimed to en-
courage Increased agricultural output In the United Kingdom, (1) by protecting
farmers against low prices for oats, barley, and fat sheep through subsidy pay-
ments under certain conditions; (2) by promoting the plowing up of grassland and
rendering it fit for arable crops, through a subsidy payment of £2 (equivalent to
$8) 1 per acre; (3) by the establishment of a reserve of tractors and other agricid-
tural machinery; and (4) by Increasing the resources of the Agricultural Mortgage
Corporation.

The day afrer the cpnolusion of tho Russo-German pact, Parliament passed
the IPnergency Powers (LDense) Act 1939, which received royal assent the same
day (August 24). This act essentially a "Defonse-of-tho-Realm" act (during the
World War referred to as "D5. 0, A. A. '), empowers the Government to wake such
defense regulations by orders in council as may appear to be necssary or expedient,
Conversions throughout tbia astil an made at the rate, of 4.02 per putd sterling.
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for the purpose, among other things, of maintaining supplies and services essential
to the life of the community.

Under the foregoing authority, the Defense Regulations, 1989 6 were promul-
gated on August 25. Rules 61, 62, 63, 66, and 67 of the Defense Regulations
confer powers on the Minister of Agriculture for comprehensive control of agri-
culture in the United Kingdom.
Tie Import, Export, and Customs Powers (Defense Act), 1939 (enacted on

September 1), authorizes the Board of Trade to control the importation into, and
exportation from, the United Kingdom of all kinds of goods or products.

FOOD CONTROL ORDERS AND OPERATIONS

After the declaration of war on September 3, 1939, there were issued succes-
sively a large number of Statutory Orders and Regulations, referred to herein as
"orders," pertaining to the British food supply during the war emergency. The
following is a sunnarization, at least of the more important features, of the in-
formation thus far received in the Office of Foreign Agricultural Relations regard-
ing the British control of imports, export, prices, and stocks of foodstuffs. It
need hardly be pointed out that, at this juncture, only a preliminary picture of the
intricacies of the British food-control system can be formed owing to the fact that
orders are still being issued, either amending previous orders or extending some
control feature to a product riot previously covered. Consequently, readers are
cautioned that the following price and other control data relation to the various
food products are presented to give general information or backg round" rather
than to serve as complete and currently accurate' marketing data, which, obviously,
under existing conditions is impossible in a monthly periodical. The organization
of the various controls is shown in figure 1, page 546.

IMPORT CONTROL

The Board of Trade on September 4 issued an order prohibiting imports of a
long list of products except under license by the Board's Imlport imconsing Depart-
ment. 'he order exempted goods despatched to the United Kingdom before
September 5. Some of the agricultural products on the list were certain fresh
fruits, fruit juices, canned vegetables other than tomatoes, honey, hops, and cer-
tain hop products, poultry and game, and meat extracts.

Importers were advised not to make arrangements for imports until they had
either obtained a license for the commodities listed or ascertained definitely that
a license would be granted. (With regard to payment for American shlLnriets,
the following information was contained in an official cablegram from London
dated October 31: Both the Ministry of Food and private importers are allowed to
pay for imports from the United States in either dollars or sterling. 'here in no
question of asking American exporters to accept payment in blocked sterling.
Dollars at the official rate are granted for all goods that have been, or will be,
actually imported.)

On September 5 the Board of Trade announced a list of items for which no iii-
port licenses would be granted until further notice. '[ile list included flowers,
poultry arid meat pastes, sausages (canned or otherwise preserved), meat pies,
caviar canned or preserved crabs, lobsters and oysters, confectionery of all kinds,
hops, Lop oil, extracts anti similar preparations made from hops, arid dried vege-
tables (oilier than peas, beans, and lentils).

With respect to other commodities on the import list, the order states that
licenses wil lbe issued for limited quantities, the actual allocations being calcu-
lated for the time buin on the basis of the trade of each importer during the 12
months ended August 31.

It is emphasized by the Board of Trade that the adoption of the import-licenslng
arrangement does riot mean that tire items listed may not be imported, except
where an absolute embargo may be ordered. In granting licenses, the foreign-
exchange sitiration will be the dominating factor. Shipping space and war require-
ments, however, will also be taken into consideration. Since the objective is to
save exchange in order to utilize foreign-exchange resources for the importation of
absolute necessities, a virtual ban, it is intimated, will be imposed oim the imports
of all luxury and semiluxury Items that can be supplied in atdequate volume by
horne resources.

It should be noted that import licenses are riot required for most stable products
sueh as wheat arid wheat flour, cotton, tobacco, pork, and lard, all of which are
important items in American exports to the United Kingdom.

6Statutory Rest sowl Orders 1030, No. 027,0 Pp mi.
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Open general license has beiji issued by the Board of Trade for the inporta-

tion without restriction of several of the products previously restricted, including
citrus-fruit juice, grape juice, meat extracts, hazel and Brazil nuts, chestnuts,
dried vegetables (other than peas, beans, and lentils), canned beans (except run-
ner), yeast, and block milk, according to a cablegram from London, dated Novcin-
ber 14. Until further notice, however, license a)plications will not be considered
for cider and perry, sweet pickles other than chutney, canned vegetables other
than dried (except beans other than runner).

The importation is prohibited, except under license, of fresh apples, pears,
pepper, and apricot and peach kernels, effective November 20 (except goods
dispatched to the United Kingdom before that (late), by an order issued by the
Board of Trade on November 16, according to a London cablegram from the Anmer-
loan Embassy. The order also states that "no application will be entertained,
until further notice, for import licenses in respect of these commodities; but, as
regards apples and pears and pepper, an open general license has been issued
permitting importations from empire countries until further notice."

EXPORT CONTROL

The exportation of several kinds of industrial raw materials and certain agri-
cultural products (mainly oilseeds, vegetable oils, and raw cotton) was prohibited,
except under license by the Board of Trade through its Export Licensing Depart-
ment, in an order effective August 24. This list of products requiring an export
license was greatly expanded on September 1; and, in addition to a wide range
of industrial materials, half-fabricates, and manufactured goods, there were
included grain and flour, live animals for food, meat, dairy produce, fresh fruits
and vegetables, all other foodstuffs, tobacco, feedstuffs, and wool.

Soine relaxation in the export list of products for which individual licenses
are required has been provided since September 1, primarily through the issuance
of open general licenses by the Board of Trade for certain products, notably
tobacco, poultry, and meat pastes, wines, tea, malt extracts, and condiments.
The owner or shipper, however, may be required to offer proof, if requested by
the Commissioners of Customs and Excise, that such goods were duly' delivered
to the destination stated in the shipping documents.

CONTROL OF PRICES AND SUPPLIES

Many orders regulating prices of foodstuffs and/or applying to the disposition
-of domestic stocks have been issued, beginning with September 3 by either the
Board of Trade, including its special department, the Food (befenso Plani)
Department, or the Ministry of l'ooj. Maximum prices, or prices not to exceed
the average for a specified period prior to the order, applying to the retail and/or
wholesale trade in several important foodstuffs have been established. Inci-
dentally, an order, dated August 31, to prevent food hoarding prohibited the
acquisition or purchase of excessive quantities of food, that is, more than I week's
supply of any kind of food or supply for such longer period as ought fairly to be
allowed on account of special circumstances. Food dcal: ,rs were, of course,
excepted. Another order by the Board of Trade, dated September 6, forbade
dealers to enforce, or attempt to enforce, in connection with the sale of ally article
of food, any condition relating to the purchase of any other article,

Cereals end cereal productsd An order fixing the price at which imported and
home-milled flour may be sold was issued on September 3 by the Board of Trade.
A basic price of 22s. ($4.42) per 280-pound sack was fixed for "straight-run"
flour.? Tie order provides that flour of better quality shall exceed the basic price
by the amount of the customary difference in the trade of the particular miller or
inporter during the 14 days immediately preceding September 3.

The flour price fixed by the order is the delivered price. If delivery is taken by
the buyer at the premises where the flour is stored, the price is to be reduced by
the amount recognized by the district associations of flotr millers and importers
as the customary allowance in the district in such circumstances. The price is to
be increased, however, by the amount of any quota ,aynients under the Wheat
Acts that have been paid or may become payable. 'I he order also provides that
no sales shall be made for delivc.y at a date beyond a period of 7 days from the
date of sale.

Stralght-rut flour Is dined as "flour prodteed Ia the United Kingdomi by ro .nig together il the, flour
stre wns of mllittng plast while, is set to separate as flour niot less then 70 pwrtent of the total weight (of levau
wheat whicli Is the feed to the break rolls."
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All flour mills and mills producing provender and feeding compounds, breakfast
foods, or other cereal products, except rice and soybean products, were placed
under the control of the Board of Trade by another order, effective September 4.
Millers were required to forward to the Wheat Commission a return showing actual
or potential output for each mill and particulars of grain-Intake facilities. No
miller may operate his plant or make deliveries except under license. The order
also provides that except by special authority only "straight run" flour may be
produced and that no miller may make dolivories of flour against existing contracts
at any price other than the price fixed by the law at which such flour may be sold.

All stocks of cereals and cereal products in, or arriving in, the United Kingdom,
other than those hold by mills in excess of 50 long tons, wore required to be placed
at the disposal of the Port Area Grain Committees located at London, Liverpool
and five other ports) appointed by the Board of 'I rade through an order issued
September 3 by the Board. The order also required that every person In possession
of stocks situated outside of the United Kingdom in excess of 100 long tons comply
with directions by the Board of Trade for transferring ownership to the Govern-
ment.

In addition, all dealings in cereals and cereal products outside of the United
Kingdom on or after September 5 was prohibited except under license from the
Board of Trade. It is understood that all sales of cereals and cereal products for
importation into the United Kingdom are effectuated through the Cereals Advisory
Control Board, while distribution of such imports is through the Port Area Grain
Committees.

Bacon and llama.-Maxlmum prices at which Importers were permitted to sell
imported bacon and hams to wholesalers were established by the British Govern-
ment on September 1, to remain in effect until further notice. Since that date,
at least three changes in the prico schedule have been made, including those
announced by the Ministry of Food on October 23, as follows, in shillings per
hundredweight, with the dollar equivalent per 100 pounds: Wiltshire sides, all
descriptions, l0s. ($10.74); United States clear bellies, 04s. ($16.87); United
States picnics, 74s. ($13.28); United States short-out hams, 120s. ($21,54); and
United States long-cut hams, 125s. ($22.43).

All quota restrictions on Imports of bacon and hams were suspended by an order
of the Board of Trade issued September 5. The removal of the quantitative
restrictions on imports that had been in effect since November 11, 1932, however,
does not mean unlimited entry, since the volume of trade will be determined largely
by the wishes of the British Government, which in turn will be influenced by the
exchange situation, shipping facilities, and British price levels.

imported bacon and hams, including the canned form, arriving in te United
Kingdom on or after September 17 must be placed at the disposal of the Ministry
of Food. British-owned supplies of ham and bacon situated outside Great Britain
(other than supplies in Northern Ireland or Ireland) are subject to such directions
as the Minlstry of Food shall issue in ordLr to secure ownership of such supplies
or the right to dispose thereof. Registered curers of bacon in Great Britain are
required to sell their home-produced bacon, with the exception of hams, chaps,
and hocks, through a Government agency-the recently established Bacon Im-
porters National Defense Association, Ltd., effective October 0, according to an
order issued by the Ministry of Food.

Mcal.-Wholesale and retail prices of meat--beef, mutton, lamb, pork, and veal,
whether fresh, chilled, frozen, or canned-were established by the British Govern-
ment on September 4 at levels not to exceed the average price for similar descrip-
tions and qualities obtaining during the 7-day period ended 10 days before Sep-

tmber 4. This price basis was superseded on September 9 by an order setting
forth a schedule of maximum prices stated in pence per pound for the various
descriptions and grades of fresh and imported meat.

Dorestie stocks of imported canned meat in excess of 5 tons, gross, and all
shipments arriving in the United Kingdom on or after September 5 are required
to be placed at the disposal of the Government, All shipments of imported
chilled or frozen meat arriving in the United Kingdom on or after September 11
are required to be placed at the disposal of the Ministry of Food by an order dated
September 9. Also, no British dealings In meat situated outside the United
Kingdom, in quantities exceeding 5 tons, are permitted without a license granted
by the Ministry of Food. The orders relating to imported canned meat and other
imported meat apply only where the products are suitable for human consumption
and are in good merchantable condition.

Buffer.-Maximum prices for butter were prescribed in an order issued by the
Ministry of Food under date of September 13. The schedule of butter prices was
as follows: For home-produced, Danish, Swedish, and Finnish butter, or any blends
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thereof, or blends with finest Empire qualities, first-hand to wholesaler, 148s. per
hundredweight (26,56 cents per pound); wholesaler to retailer 154s, per hundred-
weight (27.64 cents per pound); and retail, Is. 7d. (32 cents per pound; for all
other kinds and blends of butter, first-hand to wholesaler, 129s. (23.15 cents);
wholesaler to retailer, 135s. (24.23 cents); and retail Is. 5d. (28 cents).

It is required that retail p prices be posted conspicuously during the time when
butter is offered for sale. Noperson is permitted to enter into any fictitious or
artificial transaction or demand any unreasonable charge in connection with the
sale of butter. Accurate records must be kept by butter retailers to show whether
they are complying with the provisions of the order relating to butter, such
records to be open to inspection by representatives of the Ministry of Food or the
local Food Control Committee.

All butter in cold storage in Great Britian, as well as all butter arriving on or
after. September 22 was placed at the disposal of the Ministry of Food by an order
of that date. Moreover, a license from the ministry is required for all British
dealings in butter situated outside the United Kingdom. Another order dated
October 21 extended the application of these provisions to northern Ireland.

One maximum price for all kinds of butter was established by the Ministry of
Food, effective September 25 (superseding the previous price schedule) as follows:
First-hand price, 145s. per hundredweight (26.02 cents per pound); wholesale,
delivered 152s per hundredweight (27.28 cents per pound); and retail, Is. 7d.
(32 centQs per ;ound.
Lard, imported.-The maximumprice at which importers are permitted to sell

imported lard was established on September 1. For United States refined lard,
the price established was set at 42s. Od. per hundredweight (then equivalent to
$7.99 per 100 )ounds, but now to about $7.63, owing to lower exchange value of
sterling). This price (in sterling) has remained unchanged.

All domestic stocks of imported lard--except lard from Ireland (Eire)-and
British-owned stocks situated outside the United Kingdom were placed at the
disposal of the Ministry of Food by an order effective September 29. Immediate
returns to the Ministry of Food reporting such lard stocks were requested, as well
as a license from the Ministry for any further British dealings in lard situated
outside the United Kingdom, exceeding 5 tons, gross weight. In addition to the
maximum price of 42s. 6d. per hundredweight for imported lard on the sale by
an importer to a wholesaler "ex store" or "ex wharf," the September 29 order also
specified a maximum price of 46s. 8d. per hundredweight ($8.38 per 100 pounds)
on sales made by a wholesaler to a retailer, delivered to the buyer's premises, and
6d. (9 cents) per pound on retail sales.

Other oils and fats.-Four orders were issued on September 4, requiring that the
p rices at which certain oilseeds, vegetable oils and fats, marine oils, animal oils and
ats, margarine, and manufactured cooking fats must not exceed the average

prices current during the 7 days preceding the date of the orders for the same
variety and quality and in similar quantities. The orders also announced that, on
and after September 25, a license issued by the appropriate government office
would be necessary for engaging in the manufacture (or processing), of, or whole-
sale dealings in, these products, or for deals in the specified oils, fats, and oilseeds
situated outside the United Kingdom if more than 50 tons, gross weight, wore
involved. Returns were also required for domestic stocks of these various products
In excess of specified amounts (ranging from 5 to 100 tons, gross weight).

The Ministry of Food assumed complete control of the vegetable and marine-oil
refining industries and the oilseed crushing and extracting industry, effective
October 7. At the same time, maximum prices (as above mentioned) for these
products were abandoned In favor of a more flexible system. The purpose of the
new control scheme Is to safeguard the supply of raw materials for the margarine
and compound cooking-fat factories and to prevent wide price, fluctuations in
both the raw materials and the processed products. It is planned to extend this
control scheme at a later date to animAl fats, including droppings, suet, and lard
in conjunction with the meat and livestock scheme.

An experiment was made with one-standard or "pool" quality of Government
margarine, calculated to result in the most economical working of the factories, to
simplify price control, and to facilitate equitable distribution. The Ministry of
Food announced in the House of Comrmons on November 9, however, that the
one-standard grade of margarine had been abandoned. It is anticipated that
"pool" margarine selling at Gd. (9 cents) per pound will be replaced by brands
selling at from 6d. to 8d.
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4"gs.-Tho maximum prices at which eggs were to be sold by wholesalers to
retailers and by the latter to consumers were specified in an order of September 13,
by the Ministry of Food. There are four price categories in both the wholesale
and the retail price schedules according to origin of the eggs; namely, (1) home-
y~roduced fresh eggs; (2) near-European fresh eggs (Scandinavian, Netherland,
'rench, Belgian, and Irish); (3) eggs produced in the Dominions and North and

South America; and (4) home-produced (Great Britain and Northern Ireland)
eggs that are cold-stored, chilled, or gas-stored, and all other eggs, ('[lhe order
does not apply, however, to canned, dried, or desiccated eggs.) These four
categories, it turn, are subdivided into two price groups ench; that is, for each
12 eggs weighing not less than 22 j ounces and 17% ounces, respectively. Retail
stores imust display conspicuously in close proximity to the eggs for sale a schedule
of retail egg prices; and demanding of unreasonable charges or fictitious or arti-
ficial transeations in connection with the sale of eggs are forbidden. Producers'
prices were not fixed by the order of September 13, but it was pointed out that
maximum prices for the wholesale and retail trade should result in a slightly
higher level for producers' prices than that prevailing just prior to the order.

The previous schedules of maximum egg prices were revised by the Ministry of
Food, effective September 25. he now schedutles, for example, specify a maxi-
mum price for lionie-produced fresh eggs, weighing not less than l17 ones per
dozen, of 2s. (40 cents) per dozen, retail, and 2s. 6d. (50 cents) for those weighing
not less than 22/6 ounces. Corresponding retail prices for the third category of
eggs (Dominion and North and South American) are Is. 3d. (25 cents) and is: 6d.
(30 cents) per dozen, for which the respective wholesale prices are 10s. 6d. ($2.11)
and 12s. Gd. ($2.51) per 120 eggs. These prices for I)ominion and North and
South American eggs remained unchanged in the further-revised price schedule

effective October 23, but moderate increases for home-produced fresh eggs were
prescribed.

Condensed milk.- Maximum wholesale and retail prices for condensed milk were
established by ani order of the Ministry of Food on September 18. Covered by
the order were full-cream sweetened, full-cream unsweetened, and machine-
skimmed condensed milk. These prices were su perscdcd by new schedules of
maximum wholesale and retail prices, effective October 3.

Examples of the revised wholesale prices for condensed milk are: full-cream,
sweetened, 29s. 6d. ($5.93) per case (48 cans, 1% pints each); full-cream, un-
sweetened, 23s. 6d. ($4.72) per case (906 cans, pint each); and skimmed, 16s. 9d.
($3.37) per case (48 cans, 1A pints each). For these wholesale prices, the cor-
responding maximum retail prices per can are 8%d. (14.2 cents); 3/1d. (5.9 cents);
and 3%d. (6.3 cents), respectively, Incidentally, the former import quotas on
processed milk (condensed miik and milk powder) were suspended by the Board
of Trade on September 1. The maximum wholesale price schedule 6of October 3
was revised moderately upward, with the exception of the price of condensed full-
cream, unsweetened milk, according to 4 cablegram received in the Office of Foreign
Agricultural Relations, November 10.

Dried fruits.-Maximumn prices were prescribed for the sale of dried fruits
(apples, apricots, pears, peaches, prunes, raisins, and seven other kinds) by ali
order dated September 7. Instead of published prices, however, time order speci-
fied that the prices inust not exceed those current during the 7-day period termni-
nated 10 days before the (late of the order, for dried fruits of a similar description,
variety, and quality. All domestic stocks or British-owned stocks situated outside
the United Kingdom, or arriving on or after September 7, wore required to be
placed at the disposal of the Government.

Specified maximum prices, both wholesale and retail, were established for dried
fruits by an order of the Ministry of Food, effective September 21. The maxi-
mum wholesale price of dried apples, pears, and fruit salad is set at 70s. per
hundredweight ($12.56 per 100 pounds) and of prunes and raisins (including sul-
tanas other tiuan "manufacturers' sultanas")' at 50s. per hundredweight ($10.05
per 100 pounds). Maximum retail prices for these dried fruits in the two price
groups are 10d. (17 cents) and 8d. (13 cents) per pound, respectively. The Mil-
istry of Food aimiunced at the time the new price order was isued that requisi-
tioned dried-fruit sto ks would be allotted equitably to dealers and that all grades
of each kind of dined fruit must be pooled cod sold as a single blended grade.
Another order, effective October 27, increased prices of prunes to 50s. 6d. per
hundredweight ($10.66 per 100 pounds), and of dried peaches and notaries to
70s. ($12.56) from 63s. ($11.31) previously established.

Sugar.--Maxiinum wholesale and retail prices for sugar were established by an
order of September 5. For wholesale dealing in granulated sugar (ex refinery) in
bags containing 2 hundredweight, the maximum price was set at 22s. 7%d. per
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hundredwieght ($4.06 per 100 pounds) with the then-existing refiners' differentials
for special qualities or special packages. The maximum retail prices for five
varieties of sugar ranged from 3d. to 4d. (5.0 to 6,7 cents) por pound. It was
announced that there was no shortage of sugar, and the public was advised to

urehase only the normally required amounts, thus insuring that all needs would
o met and pointing out that the delays experienced in certain areas in the distri-

bution of refined sugar were due entirely to general buying of quantities far in
excess of the normal consumption.

Sugar stocks in the United Kingdom or afloat became subject to the disposal
of the Ministry of Food, effective September 11; on or after this date all British
dealings in sugar situated outside the United Kingdom require a license from the
Ministry of Food. On September 11, also, another order became effective specify-
in* in more detail, according to variety and packing, the maximum wholesklo
prices for sugar and making a very small increase in the retail price for granulated
sugar. In consequence of the increased excise tax on sugar, a new schedule of
maximum wholesale and retail sugar prices became effective September 27.
The maximum retail price for granulated sugar is 4%d. (7.5 cents) per pound and
for cubes, 5d. (8.4 cents). The niaximoum wholesale price for granulated sugar
in bags of 2 hundredweight is 36s. 10d. per hundredweight ($6.61 per 100 pounds)
and tip to Is. (20.1 cents) higher per hundredweight in packings ranging to
1-pound packets.

Tea.-Maxinmum wholesale and retail prices of tea were established by an order
dated September 5. The rmaaximum prices prescribed were the average prices
for tea of similar descriptions, varieties, and quantities, current during the 7-
day period terminated 10 days before the date of the order. Stocks of tea in
the United Kingdom or to arrive were required to be placed at the disposal of
the Government through another order dated September 7.

Canned salmon.-Maximunm prices (wholesale and retail) were prescribed for
the various kinds of canned salmon grouped into three price cuttugories in an
order issued by the Government under date of September 5. These categories
were further subdivided according to size of can and number of camls (48 or 96)
per case.

Potatoes.-Maxinmui prices for potatoes were established by an order dated
September 9, specifying those to potato growers, to wholesalers, aid to retailers,
according to region. Retail prices were fixed in terms of 1-, 7-, and 14-pound
quantities. A revised price schedule was issued on Septenber 15, providing for
more detailed prices applying to retail sales than were in the previous schedule:
namely, subdivisions into grades A and B, and the addition of a price for hin-
dredweight quantities. For the London region, maximum prices for retail sales
of potatoes, grade A, are: l34d. (2 cents) per pound, 8d. (13.4 cents) for 7 pounds,
ls3d.'(25.1 cents) for 14 pounds, and Ss. 9d. ($1.76) per hundredweight of 112
pounds. Retail prices for grade B otatoes are moderately lower.

Livesock.The Government announced early In September that the general
meat-supply situation was satisfactory and that in due course it would take over
complete control, with all purchases of livestock for slaughter to be made on
Government account. In the meantime, farmers were asked to maintain the
.)rderly marketing of their livestock in normal quantities through the regular
channels. The Governmnent also announced that it might eventually become
necessary to restrict the sale of pigs for fresh pork, in view of the need to increase
home production of bacon.

Maximum prices for time sale of pigs for slaughter were established by an order
dated Septeniber 3, on the basis of a "standard price" of 13s. ($2.61) per score
(20 pounds), deadweight, for pigs under 10 score. This order had the effect of
making all contracts under time Bacon Industry Act inoperative. The "standard
price" was increased by Is. in an order by the Ministry of Food dated September
13, making the new basic price 14s. per score ($14.07 per 100 pounds), and 13s.
6d. per score ($13.57 per 100 pounds) for pigs weighing over 200 pounds. A sep-
arate maximum pig-price schedule was established for northern Ireland by anl
order dated September 27 (amended October 13). According to an official cable-
gramn from London, dated. November 9, the "standard price" for pigs weighing
less thami 200 pounds has been increased to 15s. per score ($15.07 per 100 pounds),
and present pig-mnarketing methods, regarded as somewhat unsatisfactory, are
being reviewed pending complete Government control of all livestock marketed.

Maximum prices for fat stock-steers, hueifers or cow hieifers, calves, and sheep-
sold for slaughter fur humnan consumnption weore established by anl order dated
September 5. The maximum prices prescribed were time average of those current
forn fat stock of similar descriptions, kinds, and quantities during the 7-day period
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ended 10 lays before the date of the order. This price order was supreieded by
another maxihum-price order effective Sel)tember 13, which specified )rices in
shillings per hundredweight or peice per pound for the various descriptions of fat
stock. The snaximnun price for fat shcep, dressed weight, is set at I 1(1. (10.2
cents) per Ioiund, at inerease over the previous average price applicable. British
farmers were urged to produce iore livestock, particularly sheep.

l,'eedstus.--..hasnoic as the British livestock industry is dependent to a
large exteut on imported fecdstffs, regulation of the prices of feedstuffs was a
necei;osary adjunct to the (overment jiuice control of nn'ats and meat products.
Coisequently, an order dated Septeiniher 3 prescribed maximum priees, pro-
visionally, for a wide rango of fce(stuffs not to exceed the average current during
the 7-day period recedingg the dit of the( order.

Provisional control by the Ministry of Vood of specified British-owned feedstuffs
held outside the United Kingdom was prescribeed by ani order of Selstesher 18,
and all future lritish te'alings in such focdstuffs (outside the United Kingdom)
were prohibited except 01n(der license by the Ministry of Food. , Among feudstuffs
covered by this order wer cottonseed cake and meal, linseed cake and menal,
soybean cake and meal, peanut cake and meal, rice bran and meal, and cargo-
broken rice. It is understood, however, that it is not intended at 1srcsent to issue
individual licenses blut that purchases will be made by the Dircotor of Feeding
Stuffs SUll)ly, whose olficc is in Iiverpoiol. ,leodtuffs imported in this manner
will be released to the trade by the Port Area Feeding Stuffs Committees through
tie customary channels.

A rather elaborate series of specified maximnu prices for feedetuffs, comprising
feed grains and feed-grain prod ucts, hay, oilseed cakes and meals, dried sugar-beet
pi)Ull), and sundry other foedstuffs was contained in an ,Itlder by the Ministry of

oeod dated Selteniber 29, superseding the previous maxinn-hi-price order. 'The
unit prices specified in tile order are per ton i sterling for lots of 2 tons or over
with a scale ofmaximum additions for smaller lots, together with specified differ-
entials applying to other conditions, Although there has naturally been some
rise in the Cest of obtaining feedstiffs, owing to war condition?, it is said that the
prices fixed by the Septenber 29 order are approximately those obtaining
immediately prior to the war.

(ENMAL SUMMARY AND CONCLUSIONs

While only a tentative appraisal is possible at this juncture of the rather elab"
orate British system of food control--of foreign supply, domestic production,
stocks, prices, and distribution--which the United Kingdom has established since
the outbreak of slar on September 3, 1939, it appears on the whole, from the British
standpoint at least, to bo working satisfactorily and fulfilling the purlioses for
which it was designated.

In the first place, thu British GovernmCnt had tho experience of food control
in the Worl War to draw on mid couli at the outset avoid thu mistakes or defects
of the World War control system disclosed in the co so of its operation. Secondly
the Food (l)efenso Plauns) l)epartment (now the Miiiistry of Food) had bien
1lanning for more than 2 years, in collaboration wilh the variolu o b lrocles of the
fod trades, 8 

a system of food control in wartime that woul afford adequate
supplies, prevent price profiteering, and insure equitable distribution.

Price cotifrol apilfliet to certain essential foodstifts early. in Septenmher has
prevented profiteering and s kyrocketing (if prices, which otherwise might have
occurred. Tlhevse products coulirise wheat flour, cured acion ail hams, other
meat, butter, imported lard, other fats and oils (including margarine), eggs, con-
densed miilk, dried fruits, sugar, tea, canned salumon, and potatoes. The price
index for all foods includingg those not under price control) advanced by 9 per-
cent in September and 2% percent in Octobce. Part of the price increase for sugar
was due to the increase in the excise tax.

Government control over domestic stocks was assumed for niost of the food-
stuffs under price cotrol. 'T'his was particularly necessary in tho case of sugar.
Incidentally, abnormal (liiantitics of refined sugar were purelased by sonie }ili-
vidual consumers hn the Uniterl States, in the fear of price inereascs or possibly
shortages, shortly after the outbreak of the present war.

c "The present reltion (J tihe State to the food trades is very different to what It wus picor to the last war
Control In 1917-18 wits a matter of persuasioso'tii rhmeai, sid Iiprovisation; today it his Ira,'oeo affair-
almost a normal sideline -of the roo,! trades themselves. * Not only have the tood rinserrns been
consulted at every stas and already employed as ilov-r innt agents, but steps hao been taken toenootirage
the development of organization In tradeswhere little tad existed. In brier, any sLuicion the food trades
might prevlonsily have shown to this forn of State rterfermeo, has long since ooen dissipated," Our Food
Problem: A StMdo]ational &curli, by F. L.0. Clark and It. M. Titnis, London, March 1939, pp, 72-73.
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It was first thought that food rationing would be introduced in October, and

it was officially announced for mid-December. It has now been postponed until
January 8, 1940, Even then it is to apply only to butter and bacon (including
ham). This is in contrast with rationing in Germany, introduced for several
major foodstuffs a few days before the outbreak of war and on September 23
further extended. The British action thus far with regard to rationing would
indicate that the food-supply position in general Is normal, It has been empha-
sized that rationing is intended primarily to Insure equitable distribution to all
consumers in all areas rather than to curtail consumption.5

Close contact with the Ministry of Food is maintained by the National Federa-
tior c' Grocers' and Provision Dealers' Association, the central organization of
the ",lxous English food trades associations. This has facilitated the develop-
ment of the rather complex system of food control that the Ministry of Food aims
to exercise with the minimum of interference or friction with regular trade practices
and at the same time the necessary compliance with the control program.

The control features relating to certain commodities have been modified to
meet changing conditions, as evidenced by successive orders pertaining to given
food products, There has been some trade criticism of the manner in which the
tea control has developed, and this applies to a lesser extent to the margarine
control, and, for a time, to the sugar control (distribution).

All orders relating to food control (prices, stocks etc.), as well as the activities
of the National Federation mentioned and of the Scottish Federation of Grocers'
and Provision Merchants' Associations, are published in the weekly periodical
The Grocer (London). Incidentally, it is the function of the local Food Control
Committees to see that lists of maximum prices are properly displayed in the
retail food stores and that the food-control regulations are otherwise properly
observed.

The monopoly (or at least strict control) exercised by the Ministry of Food
-over all imports of foodstuffs into the United Kingdom is for the purpose of con-
serving foreign exchange, securing the most economical use of shipping tonnage
available, checking speculation and competitive buying on the part of private trad-
ers, and keeping prices for civilian consumption as low as possible by pooling the
cost of commodities obtained at varying prices from different sources of supply,
as was true for the World War period.10

Thus far little has been published regarding the Ministry of Food's activ-
ities in obtaining food supplies from non-Empire sources. It appears likely that,
In general, the United Kingdom's purchases from foreign countries during the next
few months will be confined largely to war materials and equipment and industrial
raw materials, rather than foodstuffs, although purchases of the latter will con-
tinue, of course, where Empire supply sources are inadequate.

Domestic food output in the United Kingdom will probably be considerably
expanded tinder the wartime farm program, primarily through the utilization of per-
manent grassland for arable-crop cultivation. This was the method used to step
up the domestic food output during the last 2 years of the World War, and the
rate of Increase in Great Britain will now probably be at a more rapid rate than
then. Nearby Ireland, then an integral part of the United Kingdom, is also
planning an increase in food output next year calculated to augment substantially
British food supplies. In addition, large food supplies are available in the British
Dominions and other overseas countries.

British agriculture seems to be faring well thus far under Government control,
particularly in the matter of increased fixed prices for certain farm products.
The "standard price" for live hogs has been increased twice since September 3,
that Is from the equivalent of $14.07 per 100 pounds to $15.08 per 100 pounds
since Rovember 9. The price of fat sheep and the guaranteed "standard price"
for home-grown millable wheat and home-grown oats have also been increased
since the establishment of Government control over agriculture in the United
Kingdom, I I

British agriculture will not be permitted to profiteer during the present war,
as soaring prices during the World War would possibly Indicate that it did then,
at least in some instances. On the other hand, the Government's action so far •
0 
Adequao, of the British diet In enoral Is not di usedd In this analysis, although it has scme bearing,of ec0mr,on ho , et f food t.ntrel. In thiseonetien, the reader Is referred to bod, lIlailh, ase I cr e,by Sir Jonn Orr, London 1938;,- NerIlfim and the PaNW health (troooedtngs of a National Conforene onhe Wider A. Is of Nutrition), British Medical Assooation London, t939; and Nnt1Hiio (final report oftie Mied Co,,,, ,itte of the League of Natons), Geneva inse. All available data indicate, however, thatthe British diet Is, and has been fer some years, substantially higher In quality than the average German

diet.I, Chapter XXIV "The State as Importer," in lr",me ne in &ats Cbntrol (at the War Mtloo and the
MInistry of Food), 6y E. M. 1. Lloyd, Oxford, 1924.
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indicates that it is prepared to see that the farmer receives a fair price for his
produce In the light of prevailing circumstances, Incidentally demand has been
expressed for higher farm prices in several recent issues of The Farmc s Weekly
(closely identified with the influential National Farmers' Union),' particularly
before the price increases mentioned for wheat, oats, and live hogs. These
demands, however, may have been largely, or at least, in part, for tactical rVasons.

German submarine and mine operations thus far have not seriously threatened
the United Kingdom's customary heavy imports of foodstuffs. It is estimated
that to December 1 German destruction of Allied and neutral merchant shipping
had been at least 100,000 tons below the total Allied seizures of cargo destined
directly or indirectly for Germany.

2

In retrospect, the British food-control system proper exemplifies the action of
a democratic state in adjusting, with a minimum of friction and discloation, a
very vital segment of its national economy to meet the wartime challenge of a
totalitarian state organized for some 5 years on a "military economy" basis.

[U. S. Department of Agriculture, Office of Foreign Agricultural Relations

FRENCH WARTIME CONTROL OF AGRICULTURE

By N. William Hazen I

[Reprint from Foreign Agriculture, January 19401

OUTLINE

Wartime Control Measures,
Legislation: Basic Acts.

Law on the General Organization of the Nation in Time of War.
Law Giving the Government Special Powers for Defense of the Country.
Decree o1 the Provisioning of the Population In Time of War.

Export Control.
Import Control:

Permits required for all imports.
Exchange permits required.
Tariff modifications.
Cotton import monopoly.

Anglo-French Economic and Financial Cooperation.
Economic agreement.
Financial agreement.
French National Committee.

Price Control.
Fixing of foodstuff prices.
Interministerial Price Committee.
National Committee for Price Control.
Provincial Committees for Price Control.
Provincial Committees for Price Supervision.

Summary and Conclusions.
U ) until the outbreak of the present hostilities in Europe, there was

no overnment regulation of French agriculture, except for tobacco
and wheat. Plans had been laid since the middle of 1938 for the general
organization of the Nation in time of war, but these were put into
practice only after September 3, 1939. The machinery for the regu-
lation and eventual control of agricultural production and trade is now
almost complete and has been applied with some efficiency. The
resulting adjustment of French agriculture to wartime conditions may
adversely affect the exportation of American farm products to France,
one of the world's four largest buyers of these products,

2

Although France Ir agriculturally the moot nearly self-sufficient of the bellig-
erent countries in Western Europe. it still has to rely on its empire and the out-
side world for a substantial portion of Its foodstuffs and agricultural raw-material

I Assoelate Agricultural Econonist, Offce of Foreifn Agricultural Relations.
S See "Agriculture In tie Frenei Trado Agreement', Foreign Crops and Afarkets, May 18, 1953.
11 Whose former president, Sir Reginald Dennan-Smith, becano Minister of Agriculture early in 1939.
"1 New York Herald Tibunte, December 5, 1939.
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requirements The country is almost 3elf-sufficient with respect to wheat, wines,
and sugar, but must import all its rice and coffee and a large portion of its needs
in fats and oils, fruits and vegetables, and secondary cereals. Of agricultural
raw materials, France imports all time cotton and rubber consumed and a sub-
stantial portion of the wool and lumber.

From the end of the 1914-1918 conflict to the outbreak of the present war,
French agriculture (with the exception of the segment devoted to tobacco and,
in recent years, to wheat) 2 has been free from Government interference or control.
Farmers produced whatever they wanted and as much of it as they liked, relying
on their power to have the Government stop or restrict imports when large crops
threatened to affect the market for their products. Though advocates of self-
sufficiency and closer economic relations with the French possessions have been
gaining ground in recent years, and despite the fact that for many years net ari-
cultural imports have been responsible for France's unfavorable balance of trade,3
no autarclhy drive has ever been conducted in the German or Italian manner.
It is true that import quotas and restrictions have affected almost all agricultural
products. But these measures have been flexible, varying with time size of the
domestic crop and aimed especially at maintaining domestic prices rather than
boosting them to stimulate any increase in production.

Unlike Germany, where agricultural production and trade were under strict
Government control for years prior to the outbreak of the present war, France
entered this conflict with a comparatively free agriculture; yet the Nation was
not unprepared, as in 1914. A plan for economic mobilization in time of was
was drawn up as early as July 1938, the power to govern by decree was given to
the Cabinet in March 1939; and in April 1939 the foundations were laid to assure
the provisioning of the Nation in time of war. This preparatory legislation
enabled the Government to act swiftly at the outbreak of hostilities. In less
than 2 weeks a number of decrees had laid down the foundation of France's
wartime agricultural economy. By the end of the year the machinery to hand
over all the country's economy to the State was ready and could have been set
in motion almost overnigt. If rigid control has so far not been effected, it is
mainly because conditions have not yet required it.

WARTIME CONTROL MEASURES

LEOGILATION-BASIC ACTS

What may be called the first indirect French food-defense measure of recent
ears was adopted with the passage of the Wheat Law of December 24, 1934.
his measure, which was ivteonded mainly to alleviate an overstocked wheat

market, consisted in the setting up of a "wheat security stock." This was comn-
posed of 1 month's wheat requirements, or about 22 million bushels, which at all
times were to ibe kept off the market and held in reserve for use in any national
emergency. No other food-defense measure was adopted until the' outbreak
of the present war.

Law on the Geeral Organization of ths Nation in Time of War (July 11, 1938.)-
This legislation, which was enacted about 3 months prior to the signing of the
Munich Pact, laid down the general plan for the preparation and organization
of the Nation in the eventuality of war. Among the most important economic
measures provided for were the setting up in every Government Ministry of
plans and rules to be applied in time 01 war amid the divisioli of responsibilties
between these va,ious agencies. Each member of the Cabinet was put i.- charge
of one or a category of resources, for supplies of which lie was held responsible
to other Mtnistries in time of war. Power was given him to regulate imports,
exports, and consumption of, and trade in, those resources in wartime. In
carrying out these responsibilities lie could be assisted by a consulting committee
composed of representatives of employers and workers in agriculture and in
industry. Other regulations made plans for the supervision and control of labor
in time of war.

Articles 21 and 24 of this law, which wore modified oms September 1, 1939
stipulate that (1) prices in collective agreements are to be fixed on the basis ot
average prices during the 5 years preceding mobilization; (2) in industrial and
agricultural enterprises supplying the country's necessities the Government is to
deduet from the annual profits 25 percent of all under 2 percent, 50 percent of all

See "AgrQliturs In the French Trade Agrrement", Formnm "ops and Markets, May 18. 1036,
See Foreign Agriculture for June 1037, January 1593, and February 1939.
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between 2 and 6 percent, 75 percent of all between 6 and 8 percent, and 100 per-
cent of all exceeding 8 percent; and (3) the Government is empowered, by means
of requisition, to take partial or total possession of any industrial or commercial
establishment and run it, the indemnity paid to owners being based on the esti-
mated value on the day of taking possession.

Law Giving Mhe Oovernent Special Powers for Defenese of the Country (March 19,
1939).-By this law Parliament aurthorizced the Goveynnent, until Novemiber 30,
1939, to take all necesary measures for the defense of tle country by decrees
issued in the Council of Ministers. All such decrees were to be submitted to
Parliament for ratification prior to December 31, 1939.

On November 30, 1939, Parliament gave power o the Cabinet to rule the
country by decree for the duration of the war. This was done, however, on con-
dition that all decrees be submitted to Parliament for approval within 1 month
after being issued.

Decree on the Provisioning of the Poplartion in Tinre of War (April 31 1939).-
The first measure taken in peacetime to provide the machinery for effective food
control In time of war was enacted a little over a month after German troops
completed their occupation of Czechoslovakia. It put the Minister of Agriculture
in charge of the general provisioning of the Nation and its overseas possessions
in time of war. Under his direction, a general secretary for national provisioning
is charged with (1) directing the mobilization in the field of agriculture, especially
foodstuffs, and (2) centralizing and coordinating measures of national defense in
the Ministry of Agriculture.

The decree also establishes a special mobilization service in the Ministry of
Agriculture under the name of the General War Provisioning Service. Tirs is
made up of the offices for

(1) the general permanent inspection of agricultural production in time of war,
whose functions are to supervise agricultural production in time of war and to
prepare the plan for agricultural mobilization, and

(2) the general permanent inspection of national provisioning, whose functions
are to prepare the initial plan for the provisioning of the armed forces and other
services and to Introduce measures for national provisioning.

EXPORT CONTROL

The principal legislation for the control of exports in found in the decrees of
August 28 and September 12, 1939. Six days prior to the declaration of war, the
decree of August 28 prohibited the exportation from France to any destination
other than Algeria, and from Algeria to any destination other than France, of several
products unless they were accnopanied by a special permit from the Ministry
of Commerce. This permit is granted after advice from the Consulting Com-
mittee on Exports, which was established in the Ministry on September 12, 1938.

The principal agricultural items included in the list requiring special export
permits were live cattle, hides and skins, animal fats and oils, all grains, sugar,
cotton, flax and hemp, feedstuffs, rubber and lumber.

A decree of the same day makes applicable to the colonies, protectorates, and
possessions (unless otherwise specified) all export prohibitions then in existence
in France or any that might be applied In the future.

Two weeks later the decree of September 12 added the following agricultural
products to the original list of prohibitions: Meats, fresh, frozen, and prepared,
meat extracts, margarine, eggs, all dairy products, malt and malt extracts, bread,
wheat flour and semolina paste, potatoes, chestnuts seed for planting, sugar cane
molasses, coffee, cocoa, vegetable fats, hops, beets, bran of all grains, and oil-sced
cakes. A regulation of the same day stipulated that export permits were to be
valid for a period of 60 days, excluding the day on which they were delivered. A
further notice published in the JournalOciel of December 17, 1939, increased the
period of validity of export permits already delivered or to be delivered in 120 days.

Exceptions to these export prohibitions have since been applied on all mer-
chandise shipped to Irench colonies and on all goods shipped in direct transit
through France to or from the United Kingdom, Switzerland, Belgium, and Italy
and having as destination Allied or neutral countries.

Since the establishment of this export, control, minor changes have been made
either to tighten or to relax it, according to circumstances and to commodities
involved. In general, the policy is to facilitate exports of luxury products in ord6r
to obtain foreign exchange and to restrict further the exportation of agricultural
necessities to safeguard domestic supplies. Thus, in order to discourage butter
exports the regulation of September 24 abolished the export subsidy on butter,

792
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which had ranged from 2 to 6 francs per kilogram (from 2 to 6 cents per pound a
according to quality. The decree of November 6, 1939, further aimed at dis-
couraging exports when it established export taxes on the following products:

Francs per 100 kilograms

Barley- - -------------- 15 (7 cents per bushel)
Malt ------------------- 18 (18 cents per 100 pounds)
Linseed cake ------------- 15 (15 cents per 100 pounds)
Olive oil ----------------- 200 ($2 per 100 pounds)
Other oilseed cakes - ------- 10 (10 cents per 100 pounds)
Bran- -- --------------- 5 (5 cents per 100 pounds)

A further regulation published in the Journal Offciel of December 11, 1939,
stipulated that until further notice no export permits would be granted for alfalfa
seed. In addition, a decree of December 23 put cider apples and perry pears on
the list of products the exportation of which is prohibited unless they are accom-
panied by export permits. On the other hand, in order to encourage the expor-
tation of Roquefort, blue mold, and soft cheeses, a regulation published in the
Jeirnal Ojiciel of the same date exempted these products, until further notice,
from the export prohibition, although a notice of December 28 excepted Camem-
bert cheese from the exception. Export restrictions wore also removed on dari,
millet, and canary seed by the decree of December 23.

Returns from exports are controlled by the decree of September 9, which
stipulates that, when foreign buyers pay in foreign exchange, the exporter must
deliver all such exchange to the Office of Foreign Exchange within 1 month after
payment. When payment is made in francs, on the other hand, the exporter
must accept in payment only such foreign holdings of francs as have been au-
thorized by the Office of Foreign Exchange to be used for the purchase of French
products.

Under present regulations, therefore, to report any of the agricultural products
listed above, an exporter must first obtain a permit from the Ministry of Com-
merce. Then lie advises the Office of Foreign Exchange of his transaction with
the foreign buyer, and all payments are made to him through that office.

IMPORT CONTROL

In order to save the French reserve of foreign exchange for the purchase of
absolute necessities, the French Government has applied a complete control over
the country's import trade7 although it has not taken it over.

Permits required for all ampors.-On September 1, 1939, 6 
a decree prohibited'

the importation into France and Algeria of all products except gold. Exceptions
to this prohibition, however, may be authorized by the Minister of Commerce.
The control of insports from French possessions into France, and vice versa, Is
also placed in the hands of the Minister of Commerce and of the other Ministers
concerned. Applications for import authorizations must be addressed to the
responsible Ministers, who dispose every month of the quotas fixed hy the Con-
sulting Coindttee on inports of the Ministry of Commerce.

7 
Permits to im-

port goods from European countries are aod for 90 days, while those issued for
goods imported from countries outside Europe are valid for 120 days.

This decree does away in one stroke with the system of import quotas and
restrictions that has ruled the French import trade since 1932. It makes the
Minister of Commerce, In collaboration with the other Ministers, who are each
responsible for a group of products, the sole judge of when, what, and how much
of any product should be imported. To be sure, private Individuals and organi-
zations still do the Importing, but under the Government's strict control.

In order to facilitate the importation of agricultural products that may be
needed to meet domestic requirements, a Committee for the Importation of
Agricultural Products was formed on October 27, 1939, In the Ministry of Agri-
culture. Its functions are (1) to advise on requests for imports submitted to the
Ministry of Agriculture by importing groupslor individuals Importers; and (2)
a Conversions throughout this artileo are leads at the Deoember 1939 average rote of axchenge, or 2.2 cents

to the franc, unless otherwise indicated.
' Certain war measures enacted shortly after the beginning of the war wore dated September I and made

retroactive to that date.
ITo cover its operating expenses, this Committee was authorized, by the decree of October 2, 1939, to.

I evy a tax not exocedling 0.7 percent of the value of the sods Imported, The fect o10 franc (aout 22 cents)
paid on each request for an import permit was abolshid by decreo of Deoember 3, which stipulated that.
s 0,7-percent tax should not be lee than 10 francs.
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to suggest to the Minister of Agriculture the method of granting authorizations
when the total deniand exceeds the quota. This Committee is made opl) of 32
sections, the most important being those on meats, poultry, dairy products, fruits
and vegetables, and wines.

On November I a commission was formed in tire Ministry of Agriculture to
examine litigations arising from the granting of authorizations to import and
export agricultural products, It is composed of the Assistant Director of the
Bureau of Agricultural Production as president, the Chief of the Economic
Service of that Bureau, one representative of the Ministry of Commerce, one of
tire Ministry of Finance, and two of producers and dealers.

Exchange permits reqrorcd.---A decree of September 0 established an exchange
control over imports into France and the French possessions. 'ihese may be
made only after a certificate is obtained, proving either that tire delivery of
foreign exchange to pay for them has been authorized by the Office of Foreign
ExchOango or that they require no settlement in foreign exchange. fi other
words, no imports are allowed unless the importer has both air import permit from
the Ministry of Commerce and a permit from the Office of Foreign Exchange
authorizing payment.

Tariff rrodificaions.--With a view to building up stocks and assuring the sup.
plies o products of which France is more or less deficient, import permits have
been granted for many agricultural products and in some cases tariff duties have
been either suspended or reduced. The following are some examples of the
exemptions granted.

The decree of Septenler 26, 1939, abolished until December 31, the import
duties on horses for slaughter and on fresh und frozen horse meats entering France
or Algeria.

On September 27 a duty-free import quota was established by decree for 450,000
boxes of oranges originating in, and to be imported directly from, the states of the
Levant under French Mandate, from February 25, 1939, to March 31, 140.

The iniport tax on chilled mutton, pork, and beef, which was suspended by tle
decree of August 29 until September 30, was again discontinued until March 31,
1940, by the decree of October 27.

The decree of October 27 also provided that dealers having imported raw and
refined sugars prior to November 1 (provided shipments were made between May
16 and September 16) would receive a drawback on the import dirty, which was
not to exceed 60 francs per qiiintal (about 60 cents per 100 poundss. Further-
more, importers of sugar under the "temp orary ad nission'I system fromt August 1
to October 31 wvere freed of their obligation to export proportionate quantities of
Sugar, provided they delivered this sugar err the local market for donestic rise
during the period from November 15, 1939, to Jantuary 15, 1940. 'Threy were
also to receive the same drawback on tle duty patd.

A decree published in tire Jornal Officiel of November 4, 1939, provides for
duty-free entry Into France of stallions, geldings and mares imported by agricul-
tural syndicates and cooperatives under condttion's flxed by the Ministry of
Agriculture, as well as of horses and minutes intended for the Army Remount Service.

A decree of November 10 abolished tire tariff dtty on imports into France and
Algeria of stallions, geldings, mares, ard mules (without qualification as to im-
porters), and dried beans, lentils, and peas, shelled, whole, or broken. A decree
of the same lay suspended tire import-license taxes or these dried vegetables.
Both measures are effective until June 30, 1940.

That tire French do not want to be caught with short supplies of meats and
meat products and are also anxious to keep prices from rising is indicated by the
facilities accorded importers of these products. By a decree dated November 29
the import dirties on the following products entering France and Algeria were
suspended until June 30, 1940: Cattle of all kinds includingg oxen, cows, rulls,
steer bullocks, heifers, and calves), fresh and chilled meats (except muttol aid
pork) salted or pickled pork, ham, an! bacon (Including other uncooked pork),
pork butcher's products (including sausage), tallow, and lard. Import taxes on
fresh, chilled, salted, and prepared beef, delicatessen meats, and lard were also
suspended until the same date by the decree of December 6. Importers are still
required, however, to obtain import and foreign-exchange permits.

Another decree of November 29 is more general In nature. It provides that
until tire date of the cessation of hroslities foreign products, subject oui account
of their origin to the general tariff, may, on the request of the Minister responsible
for the resources of the kind concerned arid after the favorable advice of the
Ministers of Foreign Affairs and Commeree, be admitted at the inimum tariff
rate. rhis exception is granted, however, only when the prohrrets either are
recognized as indispensable for the economic life of tire country or are destined
for tire equipment or provisioning of plants working for national defense,
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Cotten import monopoly.s--A few months prior to the outbreak of the war the

French Military Intendanoy requested the Association of French Cotton Mer-
chants to draw up plans for an organization to handle the importation and distri-
bution of cotton in the event of war. A new Organization for the Wartime
Importation and Distribution of Cotton was formed with a capital stock of 500,000
francs (about $11,000) and with a board of directors of eight cotton merchants
froln Havre.

Since the beginning of the war, this new organization has controlled cotton
imlports into France. The procedure in effect by the middle of October was as
follows: Cotton was purchased by the organization from offerings made by llavre
agents; these purchases wore allocated to the Havre cotton nerchlants in lots pro-
portionate to the capacity of the merchant to finance the transaction; merehaits
were allowed a commission of 1% percent for handling the transactions, of which
one-fourtlh of 1 percent was returned to the organization. The I percent was the
only profit allowed the nrehalt oil the transaction.

ANGLO-mnEN(fl ECONOMIC AND FINANCIAL COOPt5tATION

Of great importance for the economic conduct of the war are the agreelllents
reached between Fralle and the United Kingdom, 2 months after the outbreak
of hostilities, for the pooling of their purchases abroad and the pegging of their
currencies at a specified rate. Similar agreements were not reached in the 1914-
1918 conflict until the end of the third year of the war, when the Allied Supply
Council whs established. By these agreelnents, facilities are made for French
purchases in the British Emnpire coimtries and lBritish purchases in the French
E, mpiro of needed raw materials at favorable prices. To avoid competition in
1purchases from countries other than the two empires, these are to be undertaken
hyaspecial Anglo-French Coordinating Committee with headquarters il England.
Shipping facilities also are to be pooled to increase efficiency and avoid waste.

In the financial field, payments of one country to the other are to be settled
through a clearing agreement, with no gold transfers, and sunts due each other
will ho offset as far as possible. It may be said that as a result of this agree-
nient France, although still using francs, has become a mneluber of the sterling
bloc.

These agreements arc war arrangements, although they are to remain in effect
for ii months after the signing of the peace treaty. Their present set-ip includes
(1) a major Anglo-French Coordilltillg Comittee, with headquarters at London,
which coordinates the work of six Anglo-French coinnittes, each dealing with a
specified group of products; (2) six Anglo-French connnittees established at
London, which are responsible for cooperation ill the following fields: Air, arma-
ments and raw materials, oil, food, shipping, and economic warfare; (3) one
French National Columittec, with headquarters at Paris, to execute the decisions
of time six Anglo-French conlnittes of. L,,ndon r.s they affect France, which has
as president the French Prelnier and as vice president the Minister of Finance;
(4) one English National Committee, with headquarters at London, to execuite
the decisions of the six Anglo-French cumunittees as they affect the United
Kingdom, which has as president the British Prime Minister and as vice presi-
dent the Chancellor of the Exchequer.

Ecomienw sgreemnct.-At the end of the meeting of the Allied Supreme War
Council hold at London on November 1 7, 1939 (1. v., the third nlecting of that
Council since the outbreak of hostilities) time following joint statement was
issiled by the British and French Prime ldnisterts.0

"With a view to making full use of the expericl ee gained in the years 1914-
1918, the British and French Governments decided from the outset of time war
to coordinate in the fullest possible mnnel r tim econolnic war effort of the two
countries, lnlnediate steps were taken at the outbreak of war with this object
ill view.

'In pursAuance of deceisions reached by Mr. Chamberlain and Mr. Daladier at
the last meeting of the Suprelne War Council the arrangements already pot into
effect by the two government have now been strengthened and completed in
sue] a way as to ensure common action in the following fields: Air, mntmitions
and raw materials, oil, food, shipping, ecoilolnlc warfare.

'"he new measures adopted by the two Governnents will provide for the best
ilse li the coimimon interest of the resources of both countries ill raw materials,

Summary of a report by SAmIlsl H. WIloy, Amrlean consul ri Hoswr, Franoes, entitled "The Cotton
,l8tuatlen In 0lavo, ranco." doted Ovtober 17, 1930,

The nt ,s, oladno, N vember 1, 1039.
211171-40- 151
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means of production, tonnage, etc. They will also provide for the equal distri-
bution between them of any limitations, should circumstances render necessary
a reduction of the programmes of imports.

"The two countries will in future draw up their import programmes jointly
and will avoid competition in purchases which they have to make abroad in
carrying out those programmes.

"The execution of these tasks has been entrusted to permanent Anglo-French
Executive Committees, under an Anglo-French Coordinating Committee, which
are being set up immediately.

"The agreements reached, which can, if required, be extended to other fields,
afford further evidence of the determination of the two countries to co-ordinate
their war efforts to the fullest possible extent. By this means, arrangements
have been carried into effect two months after the beginning of hostilities for the
organization of a common action by the two countries, which was only achieved
during the last conflict at the end of the third year of the war."

Financial agreemet.-Continuing the policy of economic collaboration, during
the war, between France and the United Kingdom the two Governments entered
into a financial agreement in the first week of December. This far-reaching pact
stabilizes the currencies of the two Nations and establishes the basis for financial
responsibilities in the conduct of war. Following is the official summary of the
principal points of the agreement. 0

"1. The two Governments have agreed that It Is in the interest of both coun-
tries to avoid alterations in the existing official rate of exchange between the
pound and the franc.

"2. The francs required by the United Kingdom--Including those for the
British Expeditionary Force-will be provided against payment in' sterling, and
the sterling required by France--including that required for the purchases of raw
materials in the British Empire-will be provided against francs. , Both countries
will for the duration of the war be in a position to cover the whole of their require-
ments In the currency of the other country by payment in their own currency
without any question of their having to find gold.

"3. The sterling held by the French monetary authorities will be available for
expenditure throughout the sterling area, and the francs held by the United
Kingdom monetary authorities will be available for expenditure throughout the
French Empire.

"4. The question of sharing equitably the expenses necessitated by the conduct
of the war which the two Governments have to defray In gold and dollars will
be kept under review.

"5. The United Kingdom and French Treasuries will have frequent meetings to
review the position of the Allied Governments as regards their resources in gold
and foreign exchange.

"6. Neither Government will raise a foreign loan or credit except in agree-
ment with-or jointly with-the other Government.

"7. Neither Government will impose fresh restrictions on the imports from the
other country during the war for protective purposes or for exchange reasons.

"8. The two Governments will maintain contact as regards their policy In re-
gard to prices.

"9. Finally, the two Governments will share certain items of expenditure in
the common cause, such as financial assistance to other countries and the cost
of the armed forces of their Polish ally. The contribution of the two Govern-
ments will be fixed on a basis which will take due account of the national wealth
of each. In general the French contribution will be 40 percent and the United
Kingdom contribution 60 percent of the total.

"10. These arrangements will remain in force till six months after the signature
of the treaty of peace."

French National Cornmitiee.-Following the economic agreement reached
between the French and the British Governments on November 17, the French
Government established by a decree published in the Journal Officiel of November
23, 1939, a special national committee for Allied purchases. Itsfunctionsare--

1. To coordinate, on the basis of proposals submitted to it by the various
Ministers, the programs of purchases abroad, which must then be transmitted
to the Anglo-French executive committees at London. In this connection, the
various Ministers will submit to the Committee their Import programs, with
justification based on supplies in France, possibilities of national production,
and all general information enabling the Committee to decide on the necessity
or urgence of purchases abroad.

1" The Afaneheer Ouarolan Weekly, Msnehster, Deoembor 15, 103O.
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2. When circumstances require the tightening or modification of national or

Allied programs, to decide on adjustments to be made between purchase programs
of the various Ministers, to establish between them the desired priorities, and
generally to suggest to the Government the appropriate measures to be taken.

3. When it is deemed necessary, to submit to the Council of Ministers all
questions requiring a full Government decision.

The Committee is composed of 11 permanent members, all of the Cabinet,
with the Premier as president. In meetings dealing with products the responsible
Minister of which is not a permanent member, this Minister is invited to attend.
The committee meets at regular intervals or upon the request of one of its
members.

The general secretariat of the Committee is under the Minister of Finance.
Its function is to coordinate the work of the interested ministerial departments,
It is Informed of the despatching abroad of French and British purchase missions,
in order to avoid duplication and assure the most efficient use of the French
personnel of these missions.

PRICE CONTROL

Fixing of foodstuff prices.-To prevent war speculation and an abnormal rise
in the cost of living, the Government adopted its initial measure of price control
as soon as it appeared that war was inevitable. The decree of September 1 pro-
vided that wholesale prices of foodstuffs and other agricultural products (with
the exception of those the prices of which are already fixed by existing legislation)
would be fixed by decree of the Council of Ministers, on the suggestion of time
Minister of Agriculture. The Consulting Committee and the National Com-
mittee for Price Control may be consulted for this purpose. The same decree
determines the limits to which the prefects of Provinces may go in fixing retail
prices. In the case of meat, however, time prefect will fix the retail price only if
asked to do so by the mayor (who is empowered by law to do it) or if the latter
refuses to use his power. Every merchant and dealer will have to display the
fixed sales prices and place on each product for sale a tag Indicating that price.

It was not until September 9 that price-fixing actually went into effect. A
decree of that day provided that any increase in the wholesale or retail prices of
foodstuffs and other agricultural products of any kind (esccept those, such as
wheat, which are already fixed by the Minister of Agriculture or those sold di-
rectly by producers without intermediaries) over and above those in effect on
September 1 would be prohibited. Special authorizations for price increases may
be allowed by the National Committee or Provincial Committees for Price Control
when conditions in enterprises or changes in prices of fiported products justify
it. Sales of products for export are not subject to the provisions of this decree.

Intermiisterial Price Commnittee.-This price fixing does not apply to materials
the importation or production of which is regulated by a responsible member of
the Cabinet. For such products price advances over those in effect on September
1 may be authorized by th responsible Minister, after advice from the Inter-
ministerial Price Committee. This Committee which acts only as a consulting
agency for members of the Cabinet, was established September 30, 1939. It is
composed of seven members representing six Ministries, including the Ministry
of Agriculture, and has for its president the Ifigh Commissioner for National
Economy.

National Committee for Price Control.-Tho National Cdmmittee for Price
Control was established by the decree of September 9. Its functions are (1) to
study demands made by national organizations for price advances (and grant
authorizations for the latter) when the products involved are of interest to the
country as a whole; (2) to a prove all recommendations for price increases sub-
mitted by Provincial Commitees for Price Control; and (3) to decide on appeals
made by applicants after time refusal of the Provincial committees to grant au-
thorizations for price increases. The Committee is composed of 17 members,
with the High Commissioner for' National Economy as presidcit, Eight Minis-
tries, including the Ministry of Agriculture, are represented. The membership
also includes one representative each from Industry, commerce, agriculture,
consumers, workers, and veteran organizations.

Provincial Committees for Price Control.--The decree of September 9 also
establishes a committee for price control in each of France's 90Provinces. The
functions of these committees are (1) to study demands made by Provincial
organizations for price increases and, when necessary, to authorize such Increases,
but only after advice and direction from the National Committee; (2) to study
questions and proposals submitted to them by the National Committee; and (3)
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to take action, after approval by the National Committee, against persons or
groups believed guilty of unauthorized price increases. The committees are
composed of five members, with the prefect of the Province as president. The
director of agricultural services represents the Ministry of Agriculture.

Provincial Committees for Price Supervision.-The decree of October 26, 1939,
provides for the establishment in each Province, under the guidance of the Pro-
vincial Committee for Price Control, of one or more price-supervision committees
(according to the size and population of the Province) to watch over wholesale
and retail prices and report any infractions of the decree of September 9, prohibiting
price increases. The members of the committee, who serve without remuneration,
are appointed by the prefect of the Province from among Government pensioners.

SUMMARY AND CONCLUSIONS

France entered the present war with almost no Government control over agri-
culture; yet it was not, as in 1914, wholly unprepared. Plans for the economic
mobilization of the Nation in the eventuality of war were drawn as early as July
1938; the power to govern by decree and thus avoid delay in applying necessary
measures was given to the Cabinet in March 1939; and in April 1939 the founda-
tions were laid to assure the provisioning of the Nation in time of war. This early
legislation enabled the Government to act swiftly upon the outbreak of hostilities,
and in less than 2 weeks the framework of France's wartime agricultural economy
had been erected.

For the present, however, regulation, advice, and assistance are the order of the
day. Farmers are advised, but not compelled, to produce more and spend less.
'The Government encourages private enterprise to produce all it can without at-
tempting any rigid control over it. The machinery to use the most complete
regulation and control over agricultural production, consumption, and trade is
ready, however, and could be set in motion almost over night. Several months
prior to the outbreak of hostilities the mayors of all French communities had
received instructions to print food-ration cards modeled after those of 1918 and
have them ready for distribution at a moment's notice. Such control may in-
clude tie establishment of a Ministry of Food, tie fixing of all prices, the manage-
ment of agricultural production, and the rationing of foodstuffs.

So far, foodstuffs have been ample, although measures are being taken to assure
the supply of ,;,ocks. If the war continues well into 1940, tie mobilization of a
large portion of the country's farmers, coupled with the evacuation of some north-
ern sections near the front, may affect this year's corl) production. The increase
in working hours and time employment of more women and children in the fields will
only partly fill the wide gap left by millions of mobilized farmers.

The Frenoch possessions which in recent years-have supplied France with large
quantities of foodstuffs, ae being encouraged to send still greater shipments. On
tie French North-African possessions will fall a large part of tile burden. They
will be required to increase their exports of cereals, wines, tobacco, fruits and
vegetables, sugar, and meat products. From French West Africa will be de-
manded increasing quantities of oils, oilseeds, rubber, and coffee, while Indo-China
will continue to solid large shipments of rice.

Despite the probable increase in imports of agricultural products from its pos-
sessions, France will continue to depend on countries outside the French Empire
for all cotton requirements and a large portion of the rubber, coffee, and wool
consumed. Substantial quantities of frozen meats and tobacco may also have
to be imported from these countries.

Exports of American farm products to France will be adversely affected by
the war in Europe. Present United States laws requiring French importers to
pay cash for all products purchased here and to carry them from American shoes
in nod-American bottoms will lead the French to buy in the United States only
the agricultural necessities they cannot obtain tinder more favorable conditions.
Because they need to conserve their foreign exchange to purchase armaments in
this country, they will seek their main agricultural imports from their possessions
and from countre6 acceptimig francs or sterling in payment. Another reason for
the probable dberdase in Frenci imports of certain American agricultural products
is the new tendency in France to l4strict as much as possible the consumption
of what is termed in wartime "luxury" products. This restriction will adversely
affect American exports of fresh fruits and tobacco, the two most important items,
after cotton, in the agricultural trade with France.
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The Anglo-French economic and financial agreements will also limit the sale

of American farm products to France, As a result of these agreements, France
will be able to purchase from the countries of the British Empire, and pay in
francs, many agricultural products that otherwise would have ben imported
from the United States and paid for in dollars. Moreover, those farm products
that cannot be obtained advantageously elsewhere by France and the United
Kingdom will be ordered from the United Statds cooperatively via London, thus
avoiding any price competition. In the 1914-118 conflict similar economic and
financial agreements between the Allies were entered upon only at the end of
the third year of the war.

The bulk of the agricultural imports, and particularly of foodstuffs, from the
possessions is unloaded In French Mcditerraenan seaports. So far during thp
present war, submarine warefare has not affected shipping lanes in that sea. The
continuation of the present unhaipered shipping between France and its pos-
sessions, i. e., the key to the French food problem during this war, will depend
to a great extent on the attitude of Italy. If Italy remains neutral or joins the
Franco-British alliance, France and the British fighting forces on French soil will
be assured of an adequate flow of foodstuffs for the duration of hostilities. If,
on the other hand, Italy chooses to enter the conflict on the side of Germany,
Italian submarines and air forces may interfere with French-North African
shipping, thus seriously affecting French food supplies.

The CHAIRMAN. Time next witness is Senator Pepper of Florida.

STATEMENT OF HON. CLAUDE PEPPER, UNITED STATES SENATOR
FROM THE STATE OF FLORIDA

Senator PEPPER. Mr. Chairman and members of the committee: I
appear before time committee to address myself primarily to the
principle of the Trade Agreements Act under which agreements have
heretofore been entered into which have permitted the import of fresh
vegetables into this country with reduced tariff during certain periods
of the year, giving to the producers of vegetables in south Florida
particularly a very hurtful form and volume of competition.

The first. trade agreement entered into by the Government with a
foreign country pursuant to the Trade Agreements Act was the trade
agreement between United States and Cuba which permitted the
vegetable producers of Cuba during the months of December, Jan-
uary, and February to send their products into this country at a
reduction of 50 percent in the tariff which then existed in the tariff
law of this country.

I realize that it was entirely possible, in fact I think probable, that
time Executive branch of the Government at that time labored under
some misapprehension as to what the facts were. I mean to say that
I assume that the Executive department of our Government would
not have entered into a trade agreement with a foreign country which
would have permitted or encouraged that country to send any com-
modity into this country without substantial tariff barrier in
serious competition with what we grow of that commodity in
this country. I mean to say that 1 have never understood it to
have been the intention of the Trade Agreements law to open the
doors of the United States to the entry of agiiculture and horticultural
commodities at a time and to the extent that will make possible a
detrimental competitive effect upon the producers of those commodi-
ties in the United States, particularly where there was not a shortage,
in the production of that commodity in this country. And yet I.
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propose to show the committee that that is just exactly what has been
the actual effect of tile trade agreement entered into between the
United States and Cuba with respect to tile vegetable industry in my
State at least.

For example I have before me a report from the United States
Department o? Agriculture, Bureau of Agricultural Economics en-
titled "The Florida winter vegetable industry and the trade agreement
with Cuba," dated Washington, D. C., August 1937, and that pamph-
let has noted in the upper left hand corner "FP.S. 70," and on page 23
in table 11 there is disclosed a summary of monthly carload shipments
and imports, November to June 1931-32 to 1936-37.

Looking at that table, I observe that in the season 1931-32, the
month of December, Florida production and shipment of tomatoes
amounted to 310 cars; in January, 559 cars; in February, 909 cars.
For the year, the Florida shipments were 6,284 cars.

In the year 1932-33, for December the cars shipped from Florida
were 308; January, 608; February, 1,059; total for the year, 6201.

In 1933-34, December Florida shipments were 398 cars; January,
768 cars- February, 1,114 cars; total for the year 7 705.

Now tihe trade agreement between Cuba and the United States went
into effect before the season of 1934-35.

In December of the year 1934-35, the Florida shipments were 314
cam;in January, 9 cars; February, 16 cars; total for the year 7,171 cars.

The season 1935-36, December Florida shipments, 354 cars;
January, 249 cars; February, 341 cars. For the year, 6,046 cars.

Senator CONNALLY. May I ask you, Senator, for the preceding year
there you ssy there were only 9 cars in January?

Senator PPpnn. Yes.
Senator CONNALLY. What was the cause of that?
Senator PEPPER. Senator, let me get these figures in the record and

then I will make some comment on them.
For the year 1936-37, Florida carload shipments were 233 for

December; 555 in January; 1,117 in February; and for the whole year
5,623.

For Cuba, for the year 1931-32, December, 221; January, 354; Feb-
ruary, 338; and for the year, 1,413 cars.

1932-33, Cuba- 91 cars in December; 427 in January; 354 in Feb-
ruary; 1,150 for the year.

1033-34, Cuba; 126 cars in December; 395 in January; 405 in
February; 1,446 for the year.

The season 1934-35, for Cuba: December, 527; January, 611;
February, 412; and for the year 2, 082 cars.

For the season 1935-36, Cuba: December, 559 cars; January, 691
cars; February, 489 cars; and for the year, 2,124.

The season 1936-37, duba: December, 561 cars; January, 616 cars;
February, 479 cars; and for the year, 2,141.

Summarizing by years, Cuban shipments and Florida shipments in
carload lots in the pro-trade-ttgreement year of 1931-32, Florida sent
in 6,284 cars to the market, speaking still of the tomatoes; Cuba sent
in only 1,413 cars.

For the pre-trade-agreement year 1932-33, Florida's contribution
was 6,201 cars; and Cuba, 1,150.



RECIPROCAL TRADE AGREEMENTS ACT 801
For the pre-trade-agreement year of 1933-34, the Florida shipment 3

to the market were 7,705 cars; and Cuiba, 1,446 cars.
For the first trade-agreement year, Florida was 7,171 cars and Cuba

was 2,082 cars.
For the next trade-agreement year, Florida was 6,046 cars, less than

either 1931-32 or 1932-33, whereas Cuba was 2,124 cars-more than
in any previous year.

And in the trade-agreement year 1936-37, Florida had fallen to
5,623 cars, and Cuba was 2,141 cars.

So, generally speaking, you see a constant trend of increase in the
quantity of Cuban imports and a constant tendency toward a decline
in quantity of Florida put into the market during the same year.

Then you find that during the same months where there is competi-
tion you have a similar trend.

I would like to put into the record some further figures on the sub-
ject month by month which cover the year 1939, which have been
furnished me by the Bureau of Agricultural Economics.

The CHAIRMAN. Without objection, that will be done.
(The same iare as follows:)
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Beans (snap and lima)
CARLOT SHIPMENTS WN 1939

States January February March

Alabaua --- -------- ----
A risonz -------------------------------
Arkansass .............................-"
California:

Northern distrct
Southern district ----- c---...........
Central district ...... - -
Imperial Valley

C olorado ---------------------------------
Conncticut n ectic-----------------t----
D elaw are ----------------------------
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East c ast ---------------------------
O ther - - - - -- - - - - - - -- --Idaho .. . . . . . . . . . . . . . " -

Indian= .............................. .
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.. ..........---------- ------ --- -- -
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Potatoes

CARLOT SHIPMENTS IN 1939

Rter January Febr I March April May June July August Setrn -___

Alabama .............
Arizona - - -...........................
A rkansas-- - - - - - - -- - - - - - - -
California:

Northern district --------------------
Southern district --------------------
Central district .......................
imerial Valley.

Florida-
East coast
O other ................................

Okqorgia - - -- - - - - - -- - - - - - -
Id a h o ------------------------------------

Indinla ----------------------------------
Iowa .....
K ansu - - - --- - -- - - -- -- - - -
K entucky --------------------------------
Louis - -----------------

Maine ------- -----------

O ther - - - - - -- - - - - - - -- -
Massachusetts --------------

M is la ippi-- - - - - - -- - - - - - - -
M isour - --i -- - - -- -- -- - - -
-m outann ---- - - - - - - -- - - - - --
N ebraska -- - - -- - - -- - - - - -- -
Nevada -- -- - -- - - - - - - - - -
New Rampahire -------------
New Jersey ----------- ----
NewMexico
New York ----twd---------
New Yo'rkr' Wong Is------a -----d-
North Dakota.----------------------

5361

371

---- - -- --

--- -- --

-928
889

488

1897

1

....-------

743
1,437

-.-.---.-- I 618

623 454

598

393 250
6 57

1,165 1,652

4.40 4,188

5 894 ---- 8,372

822
3,812

47
5,580

1,049
99
6

.....- 2 9- §.1 - 3 ......i 42
1,330 954 572 70

21 20 32 - 16

4,720

256
15

4,113

39

47

2,457

2, 529

1,112

736
116
166

-- - 8- -

-. ....... .....88 .....7 25 ......173 164 143 68 4
-- -- - - -- -- - ---- 93

1,071 1.5i4 z5i 762 104

1,934
19

289

82
100

7,299

2

20

468
4

3

259
1,5%

4
----------

134

246
31

.... --- ---- -
631----

6,2

74----

12 2.-:__

335 777
29 89

1,018 639

--- --- -- --- - - -

954 1,882
96 14

-- - - - 122
1 70

1,028 ----------
175 9

43 8

462 84

2 86

13 391
8 -- -- -- -- --

1,693 19

961 886
----------. _ ------

244 1 1,132

9 140
456 - - - - -

-- - - -1 60

662 705

974 625
... ii -....... fii-

644.......
3 .-- --- - - - -

2,449
25

185
144

4

4,203

6
38

61-
1,0291 1,923

69
210
886

5
225

71-

514

1.838

3
491

1,045

6869

380
301
148

1
1,877

Novem- Deem- Total
bee be To

- 7,346

--- ------: : 30

507 464 5,889
4 30 517

373 240 16, 499

543 490 4,2170
-- ------ 1 115------- -------.. - - "

-..... 170

---- -- 37 3,37

, 1 , 1,1)5

-------- --------- -- 5 ,i ,

- --- 1-- 70

3,5 3,33 40,4242 27 5,906
- 263

-1,73

41 2 .10 w
w 34 10,14

30 - 309 1 61

95 294 1,=3
- - - -- -- - - 6,8-73
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O h io -------------------------------------
Oklahoma. -
Oregon ...............
Pennsylvania. ............................
o de I- and ---------------------------

C South CarolinUa- ..................
b South D akota ----------------------------
-4 T enn e --------------------------------
i T exas ...................................--

U tah - - - -- - - - - - - -- - - - --
0 V erm ont ---------------------------------Vgini:

I Estern Shore ------------------------
ex Northern setion -----------
W O th er --------------------------------

Washington--.......
West Virgin -------------
W isconsin --------------------------------
Wyoming -------------------------------

Total, United States-

H aw aiL --------------------------- ------
Bahama lands ------------------

- Bermuda. ------------------------------
Canada - - - -- - - - - - -- - - - -
C uba. - -- - - - - - -- - - -- - - - -
M exico -----------------------------------
p uerto R ico ------------------------------

Delaware-- - - - -- - - - - - -- - - -

M akne -- - - -- -- - - - - - -- - - -
Maryand, Eastern Shore -----------------M ichig a --------------------------------
M innesota -------------------------------
N orth Carolina ---------------------------
South Carolina ---------------------
Vtrginla, Eastern Shore ------------------
W est V irginia ----------------------------
W isconsin --------------------------------

4 1 4

47 5104
- 26 is~

18 8

67 5

10 -3

533 517
172 223

15

153
43~
8

11

618
91

3

615

14

528
288

3

193

461
10

1
2,8

142

8

31

26

614 --------

20 1420
---------- -----------

230 523

2,106 2,012
1,019 1,64

42 148
55 132
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Tomatoes
CARLOT SHIPMENTS IN 1939

States lJanuary

Aa ------------------- - : --As---------------------- --
Arkansas - - -- -:- - -- -- - -- - - -- - - - -
California:I

Northern district ----------------Soub, stict ----------- .................

C, olorado ---------------------------------.-.........

Connecticut---------------------
D elaw are ................................. ..........
F lorida ................................... ..........
Florida:

E Atcoast -------------------- ........ 707
Other - -----......... ---- 56

-- - -_ ---------- _ _- ;-- _-_ __- -_ _-

.Iow a --------------------------- ..... ----------

K entucky -------------------------------- ----------.
]L ou i ana --------------------------------. --........
M aine ---- ....----------------------------- ------....
Maryland:I

F, e mr Shore ------------------------ ----------.

M assachusetts ......... ........ ........--- .... ---- - -

M innesotas ------------------------------- ----------.
': M iss sin -------------------------------- ----------.

• M ontana --------------------------------- ----------.
• N ebraska --------------------------------- ----------.
• N evada -----..-------------------- .......- ----------
- N ew H amp~shire -------------------------- ----------.
- N ew Jersey ------------------------------- ----------.
- N ew M exico ----------------------------- ----------.

". ewYork LongIand .............-- .......New Yor ............... |.....
""N orth C arolina --------------------------- ----------.

I

June July An V ebrINvm D jwn TotalFebruary March April May

--- - - - -- - - - -- - - --

6

------------ --- -----

--- -------- ----------

--- - - -- - -- - -- - - - -- - - - -

-- - -- - I-- - - - -I -----

1 1 .... 35104 184 91
294 60 181 1,362

----- I ........ 4 ...... 0
611

13
4

is

3

-- ,9----

-- -- - -

----------
----------
----------

12

----------

2
"-i

----------
----------
-------- i-
----------

4
----------

---------- ----------
--- ---------- ----------
i-B - ------- 134--
--- ---------- ----------
--- ---------- ----------

--- ---------- ----------
--- ---------- --- ---------------
--- -------- - -------

----------

---- 7---- I -I----- ----

148
139

194

41
715

6
137

Z760
28
is
24

790

185

20l

----------
21

4N
70

---------- ----------
------ --- ----------
---------- ----------
---------- ----------
---------- ----------
---------- ----------

----------
----------

---------- ----------

----

--- -- 2-

22

--- -- --



North Dakota ..........................
O h io -------------------------------------
Oklahom a .. . ..........................O .............. . ...
Pennoslvaal ............
R~hode usland......... ......
South C roIoe ---------------------------
South Dakota -----------------.---------
Tennessee ----------------
T exas --------------------------.---......

V eront --------------------------------

Eastern Sbon --------------- ....
Northern section ---------------------
O ther-- --- - - -- - - - - - - - -

W isconn-------------- 
--W yoming ----------------

TOta United Stst ------------ j 7M8 1,378
Baham Islands ---------------------- 2 .........
Bemuda, ------------------------ - ..........

Cubs ---------------- 66 412
Mexico--------------------------- 163 112
Puerto R ico ------------------------ ----------

%,211

258

2

---- -- :

2,687t

---------529
2

- ----------- :------------------------------
2,-- £55

----------: I ------ : -- ::: :: : :::::::-- -- --- -- ... o.... .... .... ... --- -- -I- ----- --- I .... .... - 7
2

92]-Z-- --

I---------:

17
39

357

----- --

34

4
45

--- -- -
MD8

4,757 6, 5w L=23 1,4 %Ms5 1,844

-- -------- -- - -- - -- - -- -- - - - - -- - - -- - - - -
--------- .---- .--- .----- ..-- ...------ ...---- .....- 18

23

19
29

789

174

----------:

----------
----------
----------

----------
----------
----------

------ iiW
----------
----------

2

4
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207
L 614

1,824
341
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Senator PEPPER. Likewise, Mr. Chairman, I should like to incor-
porate into the record table 11, page 23, of the document that I have
identified.

The CHAIRMAN. Without objection, that will be done.
Senator PEPPER. That shows what has happened over a period of

5 years, year by year.
(The same is as follows:)

TABLE 1l.-Tomatoes,fresh: Smmnary of monthly carlot shipments and imports,
November to June 1931-32 to 1986-87

Sources Nov. Dec. Jan Feb. Mar. Apr. May Juno Total

1031-32: Cars Cars Cars Cars Care Cara Care Cara Cars
Florkla ................. 35 310 1 09 W09 1,89 1,541 1,019 24 0,284
Other States I..........-739 144 3 2 1 0 1,114 6,801 8, 81
Cuba .................. 95 221 304 338 341 148 9 0 1,413
Mexico ................. 0 94 273 407 035 1,458 1,645 109 4,581
Other Imports .......... .0 28 40 31 2 6 3 0 116

Total ..............

1932-3-3:
Florida .................
Other States ' .........
Cuba ...................
Mexico ..... .......
Other Imports .......

770 797 1,236 1,687 2,869 3,194 3,683 7,04 21,258

28 308 608 1,09 1,824 1,971 398 5 0,20
1,230 112 3 2 2 185 3,960 0,402 10, 90
(2) 91 427 354 226 90 2 0 1, 150

0 101 181 160 214 (122 502 6 1,780
2 9 10 0 0 0 2 0 14

Total .............. 1,260 612 1,229 1,979 2, 20( 2,828 3,8864 6a 413 20,047

1933-34:
Florida ................. 27 398 70 1,314 1,995 2,0.7 1,342 44 7,701
OtherStat I ........... ae1,022 138 5 1 1 44 3,106 7,106 11,423
Cuba ................... 1 120 395 405 295 217 7 0 1,440
Mexico............. ... 0 21 107 98 142 22 208 12 8W0
Otherimports.......... 0 0 0 0 9 0 5 1 0

Total...............31,050 W8 1, 275 1,618 2,393 2,680 4,60W 7,103 21,430

1934-33:
Florida ........ _..... .. 219 314 9 16 1,119 3,732 1,748 14 7,171
Other States I ........... 81o 115 27 0 1 3 2,63 5,929 9, 38
Cuba ................. 25 627 611 412 397 109 1 0 2,082
Mexico ................. .. 0 43 187 407 409 474 169 13 1,758
Other Imports ........... 1 2 5 7 2 0 0 0 17

Total..............1,090 1,01 839 842 1994 4,318 4,571 5,90 20,9

1035-30:
Florida ............... 70 354 249 341 ge1 1,908 2,018 140 6,040
Other States ' ........... 404 84 0 1 4 6 8 2,293 0,604 9,424
Cuba .................. 13 &9 (191 400 2 103 3
Mexico ................ 0 112 180 286 419 767 211 (3) 1,081
Other Imports .......... 0 0 1 3 7 () () 20

Total ............... 492 1,19 1,133 1,120 1,0593 ,o943 ,335 6,804 19, 593

1930-37:
Florida ............... 176 2,33 6M 1,117 1,351 1,3 0 829 M0 ,023
Other States I .......... 601 108 3 0 2 77 2,18 0,271 9,978
Cuba................ 88 b61 616 470 347 48 t 1 2,141
Mexico ..... ......... 4 187 231 144 307 1,103 690 30 2,702
Other Im ports.......... 1 2 0 0 0 3 (1) 1 7

Total ............... 870 1,001 1,40-- 1,740 2,907 2,937 4, 4 0,359 20,451

I Includes Puerto Rico.
I Less than one-half car.

Compiled from offclal sources,

The CI[AIRMAN. Senator, I notice here that the imports from Cuba
continued to increase after the trade agreements. The United States
exports of tomatoes to Canada following a concession obtained for
tomatoes, obtained in the trade agreement in that country increased
also. They rose from a yearly average of 9,000,000 pounds in the
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83 years preceding the agreement to 19,000,000 in the 3 years following
the agreement. So that we did get some benefits by virtue of the
Canadian agreement on tomatoes that you are alluding to?

Senator PEPPER. Sc,ator, before I answer that, may I complete
the suggestion that we also incorporate in the record pages 6 and 7
of the pamphlet that I identified from the Bureau of Agricultural
Economics, giving the records of imports from Cuba and from Mexico
into the United States of tomatoes, green beans, new potatoes, green
peppers, cucumbers and eggplant over the 5-year period from 1931-32
to 1936-37.

The CHAIRMAN. Without objection, that wiIlbe done.
(The same is as follows:)

TABLE 2,-Vegetables: Monthly shipments from Florida, imports from Cuba and
Mexico, and total shipments and imports, November to June, 6-year averages,
1931-2 to 1936-37

Commodity and month Florlda

potatoes : Cara
November ....... ....... ....... 03
December ' ................. ... 320
January -..........-............-- 458February 3 ........ .................. 759

March................1................ - 1,87
prI .......................... . . . 1,930

ay . ---------........................ 1,375
Juno .................................. 47

Total .............................. 6,05

Green beans:
November......................
December 4 .............. ..
January ..............................
February ........ ..............
March '----------- .......Lprtil I ........ .........................
m ay ...............-- 2....... ......

June ........................

Total .............. ............

New7otatoes:
November .............------D~ecember I .... ............... ........

January 2 .. .....................
February ......................
March ......... ..............
,kjv il I ............................... .

ay- ........................-------
Jl1t -...............--.............

Total ................... .............

To --tal ----------------------(Ireen peppers:

November ...........................
J -cerber .......................January .. . . .. . . . . . . . . .

February I ............................
M arch 2 ...............................
April ..............................- .
May ......................---......
Juno .......... .........

Total ............ ---...............

Cucumbers:
November ...... . ..........
Daoe ler 2 .........................
January .............................
February 2 ......................... .
March------ ................--------
Junrel ..................................M Iy ................ .................Jule ................... ................

Cunba

Cr8
22

348
516
413
312
113

3
('8

Mexico

Car#
(2)

Others

Cars
8W3
121
18
9
2

63
2, 494
1, 540

Total

Cars
918
882

1,188
1,431
2,195
2,893
4,427
6,625

1,727 2,275 10,050 20,587

124

148
1,229

935

2,235965
1,131
1,0801: 061
1,208
, 93
975

6,783 212 65 2. 497 9,607

2 0 ()1 2
33 (21 30 69
111 9 )2 172
433 18 (2) 24 472
937 1 1 103 1,002

1,710 12 0 1. 185 2,007
1,233 2 0 8,893 10,128

37 1 1 20,163 20,202

4,406 50 2 30,457 32,005

86 (2) (2) 92 178
IN0 0 7 12 397
212 29 27 4 278
205 35 3 2 275
248 46 35 2 331
866 18 30 1 418

401 3 21 3 428
178 a() 2 178 359

1,58 137 16 2 7 2,458

118 (4 (2)
30 33 (i 822 0 AO , 26 78
4 3 , 74

43 5 (2) 1 1
223 1 ()72 29
2362 4 1,195

___ _ 12380 1,280

Total ................................ 689 --- ---- 8 128 - 2393 3,208

Bee footnotes at end of table.
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TABLUo 2.-Vegetables: Monthly shipments from Florida, imports from Cuba and
Mexico, and total shipments and imports, November to June, 6-year averages,
1981-82 to 1986--87-Continued

Commodity and month Florida Cuba Mexico Others Total

Eggplant: Care ar ("ra Care Cars
November............................. 13 (') 2 15
December ' ............................ 12 17 (a) 1 30
Janelary----------------------------11 so 53
February ............................ 7 57 a 67
M r ch ............................... 17 76 4 W
April .................................. 0 4
may .................................. 69 a 2 ) 74
June ................................... 5 ) 1 56

Total ................................ 23 15 6 4

'Shipments from States other than Florida and Imports from countries other than Cuba and Mexico,
in elet equivalents,5t Lis than mar.

a Months of reduceu' duty on imports from Cuba,
4 Months of reduced duty on lima beans from Cuba.

Senator PEPPER. Now, Mr. Chairman, answering the question that
You put, I am glad that you made that suggestion. The interesting
thing is that that new tomato business that came to the tomato growers
of this country did not go to the Florida tomato growers or else it
would have been reflected in the figures that I gave here a moment
ago, because I gave the total Florida output.

Now, Mr. Chairman, I am not here to say that maybe the United
States as a whole-maybe other sections of the United States may
not have profited by this trade agreement with Cuba, but I am here
to say that the trade agreement with Cuba has had a detrimental
effect upon the vegetable industry of my State, and I am representing
that State and I am protesting to this Committee and to the Congress
that the prosperity of the remainder of the United States should not
be taken out of the economic hide, as it were, of the vegetable growers
of the State of Florida.

Senator CONNALLY. HOW can we rectify that? Have you any
amendment, Senator?

Senator PEPPER. Well, I will say to the Senator from Texas that
I have not a specific amendment, because I have been troubled by
this whole problem and troubled in an honest effort after consulting
with the departments, to find a way that the detriment in some satis-
factory manner could be removed. The same situation exists with
respect to competition from Mexico. I think they pay the full tariff
that has been prescribed in the Smoot-Hawley Tariff Law. There
has been a constant increase in the quantity of those commodities
that have come into this country in competition with what is grown
in the State of Texas which the Senator so ably represents, and in
competition with other tomato-producing areas of this country.

What I want to do is to submit to the judgment of this Committee
the question as to whether or not we are not willing to formulate as
a part of the Trade Agreement Law the principle that there must be
some limitation upon the degree of competition that we will allow
in the importation of agricultural and horticultural commodities into
this country in competition with the production of those commodities
in this country, unless it is a commodity with respect to which there
is a scarcity in this country's production.
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Senator CONNALLY. What would you think of the quota system?
Senator PEPPER. I will say to the able Senator from Texas that

that is the principle that should be established in this law.
Senator CONNALLY. In other words, that they could not increase

the volune?
Senator PEPPER. I am not so much interested in the amount of the

tariff, because it is entirely possible that the tariff may not be the
answer to the question, unless there is actually a prohibitory tariff,
but I have a feeling, Mr. Chairman, that when the Department
entered into this trade agreement with Cuba that they were not aware
of the fact that we in Florida for example, were in substantial or ap-
preciable competition with tuba in the production of these eight
vegetables that are described in that trade agreement. They thought
that it was the season when Florida was not producing anything of
that character to speak of.

Now, I say either that they were wrong in the facts, because I
have shown you the figures, or else they deliberately decided that
that much competition was not harmful to Florida, or they deliber-
ately determined that even if it were harmful to Florida, it was desir-
able in the general public interest to let it occur. If an error was the
basis of their activity, it ought to be corrected when the facts are dis-
closed, and if I have been persistent in anything since I have been
here, it has been in an effort to disclose those facts to the Departments
of our Government. The second day I came to Washington in 1936,
I went over to the State Department and I got an interview with the
State Department and protested about the trade agreement with
Cuba, which has actually been detrimental to the vegetable producers
of South Florida, and ever since I have been here I have tried to get
a declaration of principle to find which one of those things was the
basis of their determination. I say if there is an error of fact, it
should to corrected when the error is disclosed. If they determined
that this competition was not deterimental to the State of Florida,
and we have shown facts, that fact should be taken appropriately
into consideration. If they take the position that it is in the general
interest that this agreement has been executed and we are going to
have to pay the price of it, I protest against discriminating against
any segment of this country for the remainder of it,

Senator CONNALLY. How could they reduce any tariff without
hurting those who produce that particular article in the United States?

Senator PEPPER. I think the principle will have to be that unless
there is a shortage in production of that commodity in this country
so that the public interest requires that there be a larger volume of
that commodity, we should not allow any substantial quantity of that
commodity to come into this country at a time, at least, when it is
being produced by the producers of tuis country.

If we do that, you cannot avoid the logical conclusion that a part
of the prosperity that we reap from that policy comes from a part of
our own people, and we might just as well say that we are going to
take a part of the wealth of Texas and appropriate it to the benefit of
New York or Michigan as to carry out the principle that has that
inevitable effect.

So that, what I want to address myself to is the hope that the
Committee can formulate some appropriate policy that will be
appropriate not only to such an agreement as that between the United

817
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States and Cuba, but will be appropriate to a situation like that
between the United States and Mexico, or oven the United States and
some of the other off-shore areas, so that there will be some principle
that will determine the degree to which we will allow competition
with what we produce in this country. 0

I am perfectly willing to make it into a general principle of the
law directing the Department of Agriculture, for example, to deter-
mine whether or not in the period that it is imposed that imports
of agricultural or horticultural products will be allowed in this coun-
try when there is not a substantial competition from domestic pro-
ducers. If there is, then limit the quantity that may come in. If
there is not-it may come in at an off season as far as our own domes-
tie producers are concerned-and if so, well and good, Nobody can
have any objection to that, but we ought not to allow the gates of this
country to be opened to a flood of agricultural or horticultural com-
]nodities when our people at home here are trying their best to find
a market for what they are growing in the commodities of this
character,

I realize that the time of the committee is limited, and I apologize
for not, perhaps, giving the committee more light upon this subject.
I have preferred to present the principle to the committee rather than
any particular language for an amendment, but I do earnestly urge
upon the committee that it will take proper counsel and that it will at
least put into this'trade-agreements law the principle that shall deter-
mine the degree to which and the circumstances under which agricul-
tural or horticultural commodities may be allowed to come into this
country at a time and under circumstances which will put them into
competition with the production of the commodities of that character
by the producers of this country.

I thank the chairman.
The CHAIRMAN. We all can attest the fact, Senator, that you have

been diligent about this matter. I am interested deeply, and'of course
Senator Connally is too, because I was raised in a town that raises
and sends out about 150 carloads in the season into the market, and
our trouble has been with the Canadian situation, and I think that
this committee has done a great work in reducing the tariff on tomatoes
and some other vegetables in the Canadian agreement. Of course,
it is a hard and delicate situation-

Senator CONNALLY (interposing). That did not hurt Canada
because they do not raise any tomatoes.

The CHAIRMAN. They have hothouses.
Senator BROWN;. They raise a good many tomatoes in Ontario inJuly and August.

7Th0 CHAmAN. The trouble is that they come in and glut the

market at one time. Texas tomatoes may come in at the same time
as Mississippi, but Florida's comes in a little earlier than Texas,
except the lower part, I think.

Senator BRO.WN. How do you compare 19 million pounds of toma-
toes shipped into Canada from the United States to 6,000 cars of
tomatoes coming in from Cuba here? How do they compare? I am
unable to translate the pounds into cars.

Senator PEPPER. Frankly, I don't know. I am sorry that I cannot
tell you.

Senator BROWN. In other words, do the tomatoes that we ship to
4Canada substantially equal the carloads that we get from Cuba?
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Senator PEPPEr. Senator, I am sorry that I cannot answer that
question. I know only that the statistics indicate here that, Florida
at least, has not been getting any new market in Canada or our pro-
(uction would have been increased. I will try to get that informa-
tion for the Senator.

(It is later stated that there are 20,000 to 30,000 pounds of tomatoes
to a carload.)

Senator PEPnIm. The Chairman spoke a moment ago very effec-
tively about this question of glutting. Here is what happens to
Florida. The way the Cubans ship into the New York market, and
that is the one that we are primarily interested in, of course, is by
shipboard, naturally. A shipload of tomatoes, for example, will come
into the New York market, on, I think, Monday Wednesday, and
Friday. A particular shipload of tomatoes, we wiil say, comes in to
New York on Monday. The market is glutted. Meantime, our car-
loads of tomatoes come dribbling in from Florida. On Tuesday, the
produce dealers in New York say, "There is no use to load up today;
there is going to be another ship in here from Cuba tomorrow." Then
on Thursday they say the same thing, "There will be another Cuban
ship in here tomorrow." And Friday afternoon and Saturday they
will say, "We will go over the week end and wait for another Cuban
ship on Monday."

I approached this thing originally with a view to trying to get the
producers in Florida and the producers in Cuba to come to some sort
of an intelligent understanding so that they would ship their products
so as not to glut the market. However, the way it works out in prac-
tice is that in the first place, Cuba is producing tomatoes cheaper than
we; secondly, they have a very fine commodity, and thirdly, it goes
into the market in tremendous quantities all at one time. The in-
evitable effects are depressing and result in the glutting of the market,
to which our people are trying to get access.

Mr. Chairman, you have been very kind.
The CHAIRMAN. The figures show that for the four seasons before.

the Cuban agreement was made, the price average was 3.8, and that
on the four seasons since the agreement has been made, the price has
increased to 4.3.

Senator PEPPER. That probably is true, Mr. Chairman.
The CHAIRMAN. That is only as to prices.
Senator PEPPER. Yes; that is as to prices. That is part of th

general spread in prices, you know, that has been going on since 1932
and 1933.

I thank the committee, and I will just say this in conclusion, Mr.
Chairman; I believe the people of this country would not complain
and in fact would appreciate our Government working out any kind
of bargaining by which we can exchange the products that we do not
need for soeie products with some other people that they do not need,
or if we can supplement their economy with excess from ours, and sup-
plement ours with excess from theirs. However, we must, in my
opinion, define and limit the degree of competition with our local
people if we are not going to provoke from the country a very deter-
mined and eventually successful remonstrance "against the whole
bargaining idea. Therefore, as a friend of this administration and
as a frien of the trade-agreements law, which in the long run in general
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has done much good, I hope tile committee will find some moans of
alleviating and removing these points of conflict so that that remon-
strance Will not come i the future.

Senator BtowN. The Cuban treaty was the first treaty?
Senator PEIPP Elt. Yes,.sir.
Senator B3towN. When (lid that become effective?
Senator PnpPxt. In the seasons 1934-35 for the first time,
Senator BROWN. It is subject now to the six months' termination?
Senator PnPru. That is right.
Senator BROWN, It would seem to me if I were a member of the

committee of the State Department that handles this matter that I
would be convinced by your argument-I think you have made a
splendid argument. You have, I take it, presented that argument
fully to the State Department and have gotten no relief?

Senator PEPPEa. I have repeatedly presented it to the State De-
partment, and the Department of Agriculture, and they have boon just
as courteous and gracious and considerate as they could be in listening
to me, but they su1nply have a different idea about the subject.

Senator BRowN. You cannot get any relief there?
Senator PmPPER. That is right. As I told a gentleman this morn-

ing, it reminded me of the story I heard about Lord Hastings, in which
Lord Elton, Hastings' counsel, would continue to make objections to
questions and the Lords would solemnly rise and go out into another
room and decide on the objection and come back and sit down and
rule. After the case had continued for several years, some wag
remarked, "The court moves, but the case stands still."

The CHAIRMAN. Thank you very much.
The committee has received a letter from the Undersecretary. of

Commerce, Mr. Noble of the Department of Commerce, expressing
the vital interest of that Department in this trade agreements pro-
gram and giving its unqualified approval to the extension of this
program. That communication will be inserted in the record, without
objection.

(The letter is as follows:)
DEPARTMENT OF COMMERCE,

OFFICE OF THE SECRETARY,
Washington, February 28, 190.Hon. PAT HARRISOW,

Chairman, Committee on Finance
United Sate8 Senate, WaAington, D, 0.

My DVAR Ma. CHAiRMAN: As'tho Government agency specifically charged by
the Congress with the responsibility for promoting business, both domestic and
foreign, the Department of Commerce is vitally interested in tle reciprocal trade
agreements program. Not only has the Department actively participated in the
formulation and negotiation of the 22 agreements concluded under the authority
of the act of 1034, as extended, but through its constant and intimate contact
with the various branches of American business, it has found itself in an exceptional
position to appraise their practical results.

A careful analysis of the evidence that has been assembled by this Department,
whether from private sources or through its own exhaustive studies, points to the
definite conclusion that trade agreements have made a notable contribution to the
well-being and prosperity of our country. As the artificial barriers that were so
seriously obstructing its development have been gradually lowered through the
negotiation of trade agreement, a progressive revival has taken place In our
foreign trade, the value of which rose from $3 125,000.000 In 1933, the last year
before the Trade Agreements Act was approved, to $5,496,000,000 In 1939. This
revival has constituted a very important factor In broadening and stimulating our
domestic markets and in providing increased purchasing power and employment.
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There is a further cogent reason why legislation that will make possible the

.continuance of our present commercial pohy Is esential at this time. When
hostilities In Europe cease, all nations, including the United States will be con-
fronted with economic problems of such vast import that thoir solution will be
possible only through the exercise of the highest degree of Inteliig~ence and states-
manship. Somo moans of restoring a normal interchange of goods and services
imust be found if we are to escape disaster. The future of the United States will be
directlyy involved, and If we are to protect our vital Interests, discharge, our
responsibility toward the rest of mankind, and contribute to a lasting peace, it Is
my opinion that we would be extremely Ill-advised to abandon the far-sighted
policy that finds expression in the trado-agrements program.

Briefly, these are some of the reasons why the Department of Commerce
earnestly hopes that your committee will give its unqualified approval to an
extension of the present authority to conclude reciprocal trade agreements with
foreign countries.

Very sincerely yours, EDWARD 3. NORL,

Acting Secretary of Commerce.
The CHAIRMAN. I have received a letter from Mr. Lubin, Commis-

sioner of Labor Statistics, referring to certain remarks made by Mr.
Walter F. Peabody in his testimony before the committee a few days
ago. In his letter Mr. Lubin answers certain criticisms made by
Mr. Peabody, Without objection, the letter will be inserted in the
record in order that members may have an opportunity to read it.

(Same is as follows:)
UNITED STATES DEPARTMENT OF LABOR,

BUREAU or LABOn STATISTICS,

110on. PAT HARMON, Washington, March 4,1940.

United ,States Senate, Washington, D. C.
My DEAR SENATOR HARRISON: I have been Informed that at the hearings

before the Senate Finance Committee on the renewal of the Trade Agreements
Act, Mr. Walter Peabody in his testimony presented February 29, 1940, made
certain criticisms of the figures which I presented in my testimony before the
Ways and Means Committee of the House of Representatives on January 27.

I should be grateful if your committee would approve the Inclusion In the record
of the hearings before your committee the reply to Mr. Peabody's criticism which
Is set forth below.

Although I do not have before me a copy of Mr. Peabody's testimony, I have
been reliably infonned that Mr. Peabody objected to my use of Index figures
relating to the numbers of persons employed in the production of certain manu-
fatured goods for export. Mr. plaeody's contention, as I understand it, Is that
these index figures, which L,diate the percentage incease in the number ofworkers employed in production for expert, are misleading, since they do not

show how small are the actual numbers of workers so employed.
This criticism is based on a most serious misapprehension as to the significanceof the figures involved. The absolute figures, whioh Mr. Peabody prefers, are

open to misinterpretation, due to the fact that they do not reveal the entirestory of the effect of increased exports upon employment. The numi ri of
workers employed, on which my index figures are based, relate only t it ase
employed in the final stage of manufacture. To illustrate: The figures relating
to the numbers employed in producing agricultural machinery for export, which
are based on census statistics of employment tn the agricultural machinery and
implements industry, do not include workers employed in the steel industry in
making the steel which is used in the production of the agricultural machinery
or the miners employed in producing the coal which is used in producing the steeo
and in making the steel into machinery, or the labor employed in transporting
the coal from the mine to the factory, and so forth. Hence when it is stated, for in-stance, that approximately 10,000 workers were employed In making farm machines
and implements for export in 1938, only a partial story of the true effect of these
exports is revealed. Althkoufh the statement is technically correct, the 10,000

workers represent only a part, and probably a minor part, of the total number of
workers employed in producing farm machines and implements for export in 1938.
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It is not misleading, however, to say that the number of workers employed in
producing agricultural machinery for export increased over 250 percent from 1934
to 1938. Although the percentage figure, or index number, is calculated from
the number of workers employed in the final stage of nanufature only, it is clear
that the numbers employed in the various earlier stages, including the production
of the raw materials, must have increased in somewhere near the same proportion.
Hence the use of the index number gives a much more reliable estimate of the
rate of increase from 1934 to 1938 in the total number of workers employed in
producing agricultural machinery for export.

It would, of course, be most interesting to know the total number of persons
employed in producing our principal exports of manufactured goods. To do so,
however, would require an enormous amount of statistical research. To illus-
trate: The automotavo industry buys about 20 percent of all the steel produced
In the United States, 80 percent of all the rubber goods, 73 percent of the plate
glass, anar so oii through a long list of 'materials ' which are iii reality highly
manufactured products. To calculate the total amount of labor Cull) oyed in
producing exports of automobiles alone would be a major project of statistical
research.

In addition ttimte above, I would like to mention certain further relevant con-
sidoerations. Estimates of the Increase in employment due to trade agreement
concessions do not measure the entire benefits tolabor resulting fro these con-
cessions. They do not reflect the benefits secured in safeguarding our export
trade against curtailment tiroogh the imposition of new restrictions by foreign
countries. It is of course impossible to determine statistically how much our
exports of articular commodities might have suffered from new restrictions if
there had bemc ao trade agreements. Nevertheless, in view of tme continuerI

growth of economic nationalism in various foreign countries in recent years, I
elieve this is a highly important consideration.

Furthermore, tie maintenance or expansion of exports of the products of our
muoass-production industries helps to increase the volume i output and iece to.
lower unit costs of production. 'Ihis makes it impossible for the imdhstries Coma-
cerned to make greater profits and thereby to pay higher wages to those employed
in produce thegoods which are actually exported and to pay higher prices for
the raw and sent manufactured goods they consume, thus making It possible for
other industries to pay higher wages. poimated out in my testimony that tie
trade agreements have benefited particularly those of our industries which p ay
the highest wages. I might have added that the more expansion of exports by
increasing production and lowering unit costs helps those indutries to pay higher
wages than they night otherwise be able to.

Finally, wish to refer in this connection to the passage i ny testimony which
is paoteri below:

There is one other important point which must be taken into aco unt in form-
ing a balanced judgment regarding tie trade-agreeinats program but which
is sufficiently self-evident as not to reruiir elaboration at this tiane, naney
the fact that additional employment and additional wages in tme export industries
create additional purchasing power for a wide variety of goods and services which
do not enter directly into international trade, so that the total additional elnploy-
ment resulting front trade agreements is umndoibtedly much greater than toiot
involved i te production and transportation of exported goods."

Cordially, ISh DOR LUBIN,

Coenimissioner of Labor Statistics.

The CHAIRMAN. I have received a telegram and a letter from Mr.
William A. Benitt, a dairy farmer residing in Hastings, Mimi., urging
favorable action on the extension of the trade-ag'eements program.
They will be inserted, without objection.

(Sanme are as follows:)

[Telegrams ]
HAStINuS, MINN.

Senator PAT HARaIsoN, Chairman:
Senate Finance Committee Senate Office Bldg. Washington. Urge favorable

action on reciprocal trade agreements law. As a farmer believe results of agree-
ments have been generally beneficial. Method of arriving at agreements likely
to result in saner tariff policy than having Congress beseiged by all kinds of special
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interests each looking out for self without regard to public Interest. Tariff is
economic question not political football. WILIAM A. JIEmNI.

"APPLio AcItrui"-Fircss FARSM FooDs

WILLIAM A. IINNIT--LINDA J. BENNIT

IIARTINiI8, MINN., Alarch 2, 194,0
Senator PATI H{ARRISON 

IChaPrman, Senate ,nance Committee,
Senate Office Building, Vashiuinton, 1). C.

Mr DEAR SENATOR HArtIsoN:

The purpose of this letter is to set forth in very brief form the view of Minne-
sota farmers that may differ from the views net forth by members of Minnesota
at present In Washington. low large that number who differ is I do riot pretend
to now. Neither does anybody know what portion of the membership of farm
organizations and cooperatives entertains the views expressed by those Minnesota
111011.

So far as the Minnesota Farm Bureau is concerned, it can be said that our
country farin bureau endorsed tine trade agreements without requiring Senate
approval. The same can be said of many other counties.
* Resolutions of farm cooperatives may 6e given careful consideration, and they
may not. 'J'here are occasions where they are passed uipoin with very little de-
liberation. They may represent tine views of the majority and they may riot.
It, is safe to say that they do not represent the views of all,

Should the Senate ratify the agreements? In saying that Senate approval
should not be required, I do not mean to imply lack of ability on the part of that
idy. nor a lack of faith. Is it riot rather a question of the amount of detail

with which the Senate Is going to concern itself? Could it not be said with equal
force that rates of the Interstate Commerce Commission should be ratified by the
Senate? Or that the Senate should require approval of actions of the Federal
Reserve Board, the Farm Credit Admini Itration, the A. A. A., or the actions of a
host of other activities of government departments or independent establishments?

The trade agreements program Is rounding out its nxtr year. IiI those years,
has anybody been "sold down tile river"? or has anybody been harmed in a
manner Po as to call for protective measures? I think 'we should excel)t tine war
period, and probably the period immediately preceding It. Normal econonde
relations sinil)ly do not exist in such a period. Nations with their backs to the
wall, engaged in a life and death struggle, can hardly be blamed if they do not
buy as much of our beef as we would like to have them, Excepting that period
and without going into details, a disinterested appraisal of the entire situation
cannot escape the conclusion that the agreements have been generally beneficial.

't requires no expert to ascertain whether or not the tariffs of 1922 and 1930
cured the ills of agriculture. The trade, agreements are carefully arid cautiously
rectifying those mistakes, Therefore let us riot amend the law in a manner that
is equivalent to nullification.

If Senate ratification is going to be required, we should not forget the direction
from which pressure is going to be brought on the Senators. If all parties Inter-
cited could be equally represented at tariff hearings there woild probably not
lie such serious objection to Senate ratification. Pa,t tariff hearings, however,
show that pressure coaies from persons or groups who are interested in raising
or inaintaiinng a duty on a specific article or items. The consumer, producer
who are not organized, exporters, and the public generally are seldom represeitel.
If they are represented they are usually not effectively represented. Urider such
conditions (Ices the Senate get a clear picture of public sentiment? Is it not
always a one-sided pressure?

Co,4ider the Siroot-flawley tariff. The purpose originally was a limited
rovu .. . The final result was a general tariff revision. This wva.s riot the fault
of thC Congress, but an inevitable result of the method of tariff-iraking. Probs-
ably thi trade-agreenents law was adopted to permit the Congress to escape
from one-sided pressure, log-rolling tactics, and "you scratch my back ani I'll
scratch yours" strategy. Again, the Congress is not to be blamed. It is rather
the method.

Lot us not forget the fundamental considerations of foreign trade. Trade
between nations is possible only through exchange of gold, goods, or services.
'[he Tnited States has a substantial portion of the world's monetary supply of
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gold. We are also a creditor nation. Trade then must necessarily be a matter of
exchanging goods and services. If we accept that fact, and if we agree that the
exchange of commodities is generally desirable, then our foreign economic policy
should be such that commodities may flow with relative freedom. It should also
Indicate that in order to sell abroad, the United States must also be willing to
receive goods and services in return. This is simply another way of saying that
if we wish to export, we must also be willing to import.

In urging favorable action on the trade-agreements law, I should also like to
urge against amendments which may in effect defeat the very purpose that it is
intended to accomplish. After all, it is an economic question. Let us approach
it with reason, not emotion.

Respectfully yours, W1LuAm A. BENrTT.

The CHAIRMAN. Several times during the course of these hearings
reference has been made to the report of the business advisory council
on the trade-agreements program. As chairman of the committee,
I have received a letter from Mr. W. L. Batt, chairman of the council,
transmitting the report adopted by the council, and there is also
attached a list of the membership of the council. The council ap-
proves the trade-agreements program. I think the letter, the report,
and the membership list of the council should be incorporated in our
printed proceedings. Without objection, these will be placed in the
record.

(Same are as follows:)
BusiNss ADvIsoIIY COUNCIL FOR THE DE3PARSTMINT OF COMMERCE,

Washingtonj D. C., February R9, 1940.
eOn. PAT HARRISON,

Chairman, Senate Finance Committee,
Senate Offie Building, Washington, D. C.

My DBRA SRNATOR IARixso,,: At the las-t meeting of the business advisory
council a report on the reciprocal trade-agreement program was approved for
submission to the Secretary of Commerce.

Since that time the report has been made public and I take the liberty now of
calling this report to your attention and to the attention of your colleagues on the
Senate Finance Committee.

In suggesting that you give consideration to this material, I wish to reempha-
size something that is stated in the report, namely, that the handling of our all-
important tariff problem should be entirely free from partisan aspects and sig-
nificance of a political character, as well as partisan influences springing from class
or group privileges, but should reflect a statesmanlike approach to the best In-
terests of our national economy as a whole.

It is in this spirit that the members of the business advisory council have
approached the question of extension of thefpowers contained in the Reciprocal
Trade Agreement Act of 1934.

Sincerely yours,
W. L. BA'r, Chairman.

Membership of Council

on, Harry L. Hopkins, ex officio general chairman.
W. L. Batt, chairman.
John D. Bggers, vice chairman.
Harvey Couch, vice chairman.
M. B. Folsom, vice chairman.
Clarence Francis, vice chairman.
Walter White, assistant to the chairman.
N. T. Bartlett secretary.
Clarence Avild en chairman, board of directors, United Drill & Tool Cor-

poration, 411 Wet Ontario Street, Chicago, Ill.
W. L. Batt (chairman of the council) president, SKF Industries, Inc., Front

Street and Erie Avenue, Philadel hia, Va
John D. Biggvt, president Lbacy-Owens-Ford Glass Co., Toledo, Ohio.
Vannevar Bush president, barnegie Institution of Washington, Sixteenth and

P Streets NW., Washington, D. C,
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C. A. Cannon, president, Cannon Mills Co., Kannapolis, N. C.
W. Dale Clark, president, the Omaha National Bank, Omaha, Nebr.
Carle C. Conway, chairman, Continental Can Co., Inc., 100 East Forty-

second Street, New York, N. Y.
Harvey Couch, president, Arkansas Power & Tight Co., Pine Bluff, Ark.
W. Howard Cox, president, the Union Central Life Insurance Co., Cincinnati,

Ohio,
William H. Danforth, chairman of the board, Ralston, Purina Co., St. Louis,

Mn.
R. R. Deupress, president, the Procter & Gamble Co., Cincinnati, Ohio.
William C. Dickerman, president, American Locomotive Company, 30 Church

Street, New York, N. Y.
Franklin D'Olier, president, the Prudential Insurance Co. of America, 763

Broad Street, Newark, N. J.
Gano Dunn, president, the J. G. White Engineering Corporation, 80 Broad

Street, New York, N. Y.
W. Y. Elliott, department of government, Harvard University, Cambridge.

Mass.
Robert V. Fleming, president, the Riggs National Bank, Washington, D. C.
J. F. Fogarty, chairman, executive and finance committee, the North .4,.nnican

Co., 60 Broadway, New York, N. Y.
Mr. B. Folsom, treasurer, Eastman Kodak Co., 343 State Street, Rochester,

N.Y.
Clarence Francis, president, General Foods Corporation, 250 Park Avenue,

New York, N. Y.
H. B. Friele, vice president, the Nakat Packing Corporation, Dexter Horton

Building, Seattle, Wash.
Rolland J. Hamilton, president, American Radiator Co., 40 West Fortieth

Street, New York, N. Y.
John W. Hanes, Elin, N. C.
W. A. Harriman, chairman of the board, Union Pacific Railroad Co., New

York, N. Y.
Henry H. Heimann, executive manager, National Association of Credit Men,

1 Park Avenue, New York, N. Y.
George A. Hill, Jr., president, Houston Oil Co. of Texas, Petroleum Building,

Houston, Tex.
Thomas S. Holden, vice president, F. W. Dodge Corporation, 110 West

Fortieth Street, New York, N. Y.
Charles R. Hook, president, the American Rolling Mill Co., Middletown, Ohio.
James W. Hook, president, the Geometric Tool Co., New Haven, Conn.
Jay C. Hormnel, president, George A. Ilormel & Co., Austin, Minn.
Oscar Johnston, president, National Cotton Council of America, Scott, Miss.
Cornelius F. Kelley, president, Anaconda Copper Mining Co., 25 Broadway,

New York, N. Y.
If. P. Kendall, president, the Kendall Co., 140 Federal Street, Boston, Mass.
Fred I. Kent, treasurer, National Industrial Conference Board, 100 Broadway,

New York, N. Y.
Loui3 E. Kirstein, vice president, William Filene's Sons Co., Boston, Mass.
delancey Kountze chairman of the board, Devoe & Reynolds Co., Inc., 1

West Forty-seventh street, New York, N. Y.
Arthur Kudner, president, Arthur Kudner, Inc., Interndtional Building,

Rockefelle.r Center, New York, N. Y.
Paul W. Litchfield, president, the Goodyear Tire & Rubber Co., 44 East

Market Street, Akron, Ohio.
Stacy May, assistant director, the Social Sciences, the Rockefeller Foundation,

49 West Forty-ninth Street, New York, N. Y.
Thomas B. McCabe, president, Scott Paper Co., Front and Market Streets,

Chester Pa.
Earl M. McGowin, vice president, W. T. Smith Lumber Co., Inc., Chapman,

Ala.
George II. Mead, president, Mead Corporation, Dayton, Ohio.
James D. Mooney, vice president, General Motors Corporation, 1775 Broadway,.

New York, N. Y.
D. M. Nelson, executive vice president, Sears, Roebuck & Co. Chicago, Ill.
W. S. Newell, president, Bath Iron Works Cotporation, Bath, Maine.
J. C. Nichols, president, J. C. Nichols Investment Co., 310 Ward Parkway,.

Country Club Plaza, Kansas City, Mo.
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Nicholas H. Noyes, vice president, Eli Lilly & Co., 740 South Alabama Street,Indianapoli s, Ind.
Richard C. Patterson Jr chairman, Radio Keith Orphm Corporation, 1270

Sixth Avenue, Nw York,. Y.
George A. Aloan, 60 Broadway, New York, N. Y.
lBlackwell Smith, Wright, Gordon, Zaehry & Parlin, 03 Wall Street, New York

N.Y.
E R. Stettinius Jr, chairman, board of directors, United States Steel Cor-

piration, 71 Broadway, New York, N. V.
Jlardwlck Stires, Scudder, Stevens, & Clark, I Wall Street, New York, N. Y.
11. Douglas Stuart, vice president, the Quaker Oats Co., 141 West Jackson

Boulevard, Chicago, Ill.
Walter C. Teagle, chairman of the board, Standard Oil Co, (N. J,), 30 Rocke-

feller Plaza, New York N Y
.1. TV, Tri p0, prcsidene, Pan American Airways System, Chrysler Building,

New York, N. Y.
Sidney J. Weinberg, partner, Goldnian, Sachs & Co., 30 Piie Street, New York,

N. Y.
W. It. Wheeler, Jr., president, Pitney-Bowes Postage Meter Co., Stamford,

Conn,.
A. 1). Whiteside, president, l)un & lradatreet, Ihe., 290 Broadway, Now York,

N.Y.
S. Clay Williams, chairman, board of directors, 11. J. Reynolds Tobacco Co.,

Winston-Salem, N. C.
it. W. Woodruff, chairman of the board, the Coca-Cola Co., 101 West Tenth

Street Wilmington, Del.
1). hobert Yarnall, Yarnall-Waring Co., Chestnut Hill, Philadelphia, Pa.

BUSiNp:sS ADvioiy COUNCIL REPORT ON RIECZI'IOCAL TmRADE AoREEMENTs
PItooRAII

(Approved by the Business Advisory Council, January 12, 1940)

SUMMARY

1. The Business Advisory Council favors businesslike and scientific methods
in tariff making as indispensable to safeguarding our national welfare and the
American standards of living.

2. The council wishes to reemphasize its belief that the results of trade agree-
ments must be regarded in the light of their effect on our national economy as
a whole and not solely in the light of their effect on a given segment of industry
or agriculture.

3. The council recognizes that national interests require that in tariff making,
consideration be given to the international economic interests of American
citizens, as well as to the activities of American citizens at home. An enliurgement
of our opportunities for trade and investment in foreign countries is now es-
sential to maxinium national prosperity. These ends the Business Advisory
Council believe will be served by an extension by Congress for a reasonable
period of time of executive power to negotiate and proclaim trade agreements
provided for in the Trade Agreements Act originally approved June 12, 1934.

4. Since these agreemnents in a much higher degree than customary in interna-
tional negotiations involve specific aid practical commercial considerations of
vital importance to large sections of our industry and agriculture, we urge an
active oid constructive cooperation with all interests involved. In the case of
concessions which are to be irado, our people are entitled to be assnrred of decisions
which are calculated to conserve aid foster enterprise to tho benefit of the broadest
interests of our economy.

5. The council thus reaffirms the support which it gave in May 1938 to the
efforts of the Government to promote our for(igr trade through the instrumental-
ities of the trade agreements program,

ALTERNATIVES

rlle necessity fror the continmtion of the trade agreements program is empha-
sized when thr alteirrtfivcs are contrmpl.ted. Slipprort for or opl)ositioli to the
prrogram must in firal analysis rest, on som findanirntal conception of purpose
aid prorelire in wh4eih domestic political issues play no part.

Firsq with respect to procedure. No ono, we biieve, should wish to return
tariff making to a systemi unduly irrfluerced by sectionalism, group anti class
in fluelletcs.

h'iri result would follow either a failure of Congress to extend the Trado
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Agreements Act or an introduction into the Act of a requirement that every
Individual agreement negotiated by the Executive must he submitted to Congress
or to tile Senate for ratification. Our reciprocity experience, particularly with
the Kason treaties, demnstrates that the requirement that such individual
agreements must receive the approval of Congress merely precipitates another
tariff discussion in Congress with all its political, regional, and class difficulties.

Such procedure precludes the development of a consecutive commercial polley
such as this country needs. The Council, therefore, favors a policy tinder which
Congress after laying down the principles and defilling the limits which are to
guido negotiations with foreign countries leaves tile Excutive free to negotiate
and proclaim indiviriml agreminents.

As long as the adiiiistrative hianidling of this program is subject to Congres.
slonal review or adjustment at reasonable periodic intervals, we have no fear of
undemocratic abuses of tiute, powers placed ill the hands of the Exceutive,

Turning to the question of substantive policy, we conceive the purpose of the
program to be the gradual and scientific adjustment of tariff barriers in this and
in either countries to the c0ud that there may be a inore unrestricted and greater
exchange of manufactured goods, products of the soil, and of minerals. The
alternative to the present trade agreements program is a greater dependence on
self-containment leading to it reduction in the standard of living and to economic
isolation. Such act would tend to bring a degree of regulatory control destructive
of free enterprise and f the democratic proceses which we prize so highly. The
logic of this tendency is found expressing itself in those countries which have
endeavored to control their economies in this fashion.

Blocked or controlled exchanges, barter agreements, embargoes, military
blockades, and bilateral negotiations seriously Impede economic progress. Unfor.
tonately there have been in certain countrJes an increase in the number of measures
of this character, adopted for military and for economic reasons.
The trade agreements program of tile United States Government has ben our

answer to this movement. The leadership which we have thus assumed against
destructive trends and toward a sound development of imnuitually beneficial trade
should not now be surrendered, It is not the rtvidence Af this report to con-
sider the details of individual agreements. Available statistics demonstrate,
however, that the trade agrecmcto now ii force have materially improved
American trade and, therefore, have contributed to national prosperity ani to an
inn pro'vement. of ourl national stauidard of living.

atoreover, they iave contrili ited to international good will. Tile principles
which they have reduced to practice should be kept alivo not only because of
their immediate beruelit bit also because they will bcomeot a point of departure
for economic reconstruction at the end of time hostilities which now unhappily
distur the world. Whent nations begin to discuss constructive measures for
economic and political peace tli United States Governmenut should not be with-
out the flexible procedure provided in the trade agreements program lii making
its comtrihiltil to the economlic rehabilitation of the nations. In our opinion it
would he disastrous for the United States at this tine to abandon its leadership
in the struggle against excessive economic nationalism. The problem of recon-
struction to be faced after the war will vitally affect this country and the trade
agreements program, as has been indicated, will provide an essential instrimnen-
tality for the reestablishment of sound and constructive commercial policies.

UNCONDITIONAL MOT-FAVOaxD-NATION PNVOICiML,

The unconditional most-favored-nation principle, introduced into our coml-
mercial treaty structure by Charles Evans Hughes when Secretary of State has
become under Cordell hull an active instrument for the establishment of equality
of commercial treatment inl world commerce.

Although criticism has been directed against the automatic generalizations of
concessions to third countries entitled to most-favored-nation treatment, a more
careful examination of tle principles ouf trade negotiation indicate that this is
sound policy. In negotiating trade agreements otir Government adheres to the
policy of granting major tariff concessions only on itenis of which the negotiating
couiitry is the principal supplier to the United States. lit addition, it hiss intro-
duced other provisions in trade agreements which protect all elements oi our
ec<lnomy from unfair advantages which zpay accrue to third countries as a result
of tile tunconditional most-favored-nation principle.
The affirmative advantage of this principle, however, must not be overlooked.

It is a constant protection agaInst discrimination which mig ht arise at the time a
truate agreement goes into effect or which may subseqoently arise. In addition,

215171-4---5X
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at the same time that tile United States Government generalizes eoneessions all
other countries with which It has most-favored-nation treaties extend to the United
States concessions made to other countries. A statistlcal analysis of oxistting
trade agreements shows that many reductions in the tariff rates of foreign countries
have benefited our commerce through the automatic operation of the most-favored-
nation principle,
I When negotiations begin under the principles of the trade agreements program
our negotiators consider not merely the effect of concessions made to the particular
foreign country with which negotiations are being carried on but also the effect of
any concession upon our entire commerce. - In other words, neqotiatious under
the trade agreemncts program are in effect negotiations of multiateral arrange-
ments and concessions are made anid received, having in mind their total effect
after their generalization upon our domestic economy onl the one hand, and on
the other upon our expanding foreign trade.

TIS) OV10i1-ALL PktOULiM OF OUR DOMESTIC ECONOMY

Tie coutil favors the trade agreements program because it offers a scientific
and flexible method, free from undue local political pressure, for appraising the
over-all problem of our domestic economy, as well as the effect of concessions upol
local and group interests,'Our great exporting interests, Industrial, agricultural, and mercantile, are
finding In the trade agreements program protection against discrimination and
'other restrictions by forei n governments as well as a means of stabilising reason-
able tariffs. Resulting enlargement of foreign markets tends to create prosperity
In enterprises engaged In export trade which in turn expands the home market In
the United States or the products of our stockman and farmer, as well as for the
goods of our manufacturers.

The flow of our people's savings abroad, particularly into productive enter-
prises, is closely related to the growth of trade. An integral part of any policy
which looks toward trade expansion is the full support of the right. of American
Investments in foreign countries. We believe therefore that our Government in
negotiating trade agreements with other countries might well place greater
emphasis on the fair treatment of American investments as an important con-
slderation in granting tariff concessions.

These agreements, In a much higher degree than customary in international
negotiations, involve specific and practical commercial considerations of vital
importance to large sections of our industry and agriculture. Because mistakes
may be irreparable, we urge an active coop eration with all interests involved ii
any given case and that there be increased consideration of fats and arguments
before conclusions are reached. Our people are entitled to expect that in deter-
mining concesions which are to be made the United States Government will base
its decisions upon careful analyses of competitive factors and effects on markets,
and so conserve and foster enterprise to the benefit of the broadest interests. of our
economy.

T11e CHAIRMAN. It has beei requested that an article appearing in)
the publication "American Exporter," of February 1940, written by
Mr. Franklin Johnston, the publisher of that publdcation-discussing
the trade agreements proarain-be inserted in the records. Withott
objection, that article will be placed in the record.

(The same is as follows:)

TIlE SCANDAL IN THE TRADE AGREEMENTS PROGRAM
Sone straight from the shoulder facts of importance to Ainerican industry

(By Franklin Johnston, Publisher, American Exporter)
Before beginning the discussion of this highly controversial subject, let me

introduce myself. For my interest in exposing the truth about the Huli reciprocal
tariff policy Is not merely academic.

I admit I have an axe to grind. Frankly, my Interest In the tariff is primarily
to foster the prosperity of the manufacturer. The more money American mannt-
facturers make, the better I like it.

I am no lobbyist. The some 800 American manufacturers who as bdVertiern
employed my paper last year to help Increase their sales, did so for our influence
with buyers abroad, not with Congress.

' This artile appears only in those copies of the Aimerican Exporter, February 1940 issIe, circula t g
within tbe United 8taten.
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These :uani|facturers vary all the way from small manufacturers feeling their
way in export to great corporations with lingo export organizations, such as
Chrysler, restone, General electric, International Harvester and Westinghouse.

'90ittly they are maker of finished manufactures.
These constituents of mine, if I may call them so, normally average 16%

export to total sales. That's two months' produe.'iori each year. It is often the
difference between red ink and black.From 1932 to 1037 these manufacturers increased their exports on an average
of 288%.

One manufacturer of household appliance", exporting for 59 years, wrote me
that exports represented one-third of their total business and were up 735% over
1932.A manufacturer of agricultural machinery reported that their exports were
25% of total sales and showed a gain of 1,002% over 1932.
.1 A manufacturer of machinery, exporting for 16 years, with export 20% of total
business, reported a gain of 60% over 1932.

An automotive manufacturer, with export 40% of total business reported a
gain of 720% over 1932.
1A hardware manufacturer, exporting for 39 years, reported a gain of 400% over
1932.Let rue add that when an American manufacturer selis 16% of his product
broad, that means not only that his plant is working two months a year on
export, or that his workers gain two months work a year from export, but it also
means that 10% of all the raw materials he uses are just as much export as though
they were shipped to London, Capetown, Bombay, or Buenos Aires, instead of to
Detroit, Chicago, New Haven, or St. Louis, as they may appear on your records.P And that means that 16% of the employment in the mines, cotton fields, wool
(arms, etc., necessary for those exports is just as much due to export as the 160
in the exporting manufacturing plant itself. And that 16% of the groceries sold
to workers in those plants is due to export.

And so on ad infinitum.
TimH PUaRosI mt5

In view of the controversy raging in Washington over the renewal of the
President's authority to enter into reciprocal trade agreements, and the state-
ments being issued by both sides, including Secretary of State lull, I decided to
compile for the benefit of manufacturers, the facts, independently and objectively.

Here they are. I hope you will read them, For the subject is vital to your
future prosperity. And you will have to read clear through to find the scandal.
/ These figures are not derived from any association or from the Department of

State, or any body or bureau which is trying to prove something. In view of
some of the current statements being, made about reciprocity, I think you will
find some of these figures as amazing as Mae West's.

The first thing I wanted to verify was to what am extent-our exports have really
increased from the low point of 1932 to the period when the trade agreement pro-
gram may be said to have been working under a nearly full head of steam.

Below are the figures for sonic specific industries.
These are huge gains. Tremendous gains. Though I have been watching

exports for years, these increases, when I delve into history and put them down
in black and white, astonish even me.

150 FIGURES aESCMBLx Ion-

Think what those increases mean also in employment of factory workers.
Full figures for 1939 are not entirely apropos, because of the effect of the

E'uropean. war in the later months. But those for the first nine months of 1939
.show no striking changes from the 1938 figures.

In the first nine months of 1939 our total exports of finished manufactures were
59' greater than In the same period of 1938.1. Sinoe September 1, exports have increased still more, because of war condition,
but this increase is not to be credited to reciprocity.

Nothing could be plainer than the fact that American manufacturer and
American factory workers are far better Off now, than they were under the Hawley-
Smoot tariff, unmodified by the Hull trade agre6meimts, so far as Iheir exports are
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Expeolally as the agreements coining into effect lit 1088 were those with
Eouador and Ccewhoslovakia, only one of wlch affected Industrial Imports,

A 55% lorase of manufaeturlng production does not, in itself, Ind ate that
foreign manufactured goods have been flo(idirg this country ideor the IIill
tariff polly.

As a matter of fact, they haven't.
In 1938 Inports of finished mianufactures had inereaseol over 1932 by only

$77,000000
IHut ltn tlo FAnw tine exports of fhlshed manufacturers hail Increased by$8[)q,01)0,0O0'

Phus for every dollar industry lost in thn home market, it gained $11,07 in the
export market. Assntning that all these Imports were competitive, whiah, of
eours', is not the truth,
'10% of our imports of finished na,,ufactres come in duty free, Indicating,

polltie being what they are, that they do not coinpoto with American goods,
From 1934 to 1938 hilusive, exports of finished manufacturers aggregated three

bliliou dollars more than they would have (lone if we had continued at the 1032-
1933 lovel.
Thuat wai three cool billion dollars of aduled busiinems.
Back in tli golden days of 1929, when everything was hunkydory, for every

dollar of finished goods imported, we exported $2.54 worth.
But In the bleak days of 1032, with the llawley-Simoot tariff In full force and

effect, the ratio had fallen to only $1,83 worth of much exports for each dollar of
imports,

MIX YNA~TI TATRAO

In 1938, with the Ilul tariff policy going strong the ratio had risen to $3,64
of exports for each dollar of Imports, the highest on record up to 1939, when It
rose stlll higher, to $3.84,

Note how tremendoumly Industry's balance of trade has increase during the
period that the roeiprocal-trade-agrenuents policy has been In effect.

Finished manufaclurs

Ept Inupi.t gxpoeuxr

1032 ............................. .............. "24, 228,00(u "1 t01O0 1 $283,637, 000
1033 ...... ................. ..................... 61 , 69,30" 2.,220e, (M 294,439,000
1034 ............. .............................. 878, M,0W0 3.5, 2T, MO% 75,610,00o
193 ...................... ................... M4, 43. 0(W 5, 17,O93 fA, 6091,000
1936 ....................................... .. .,154,Oft000 45,.53,010D WM,24 ,00
1937......................... .................. 1.0, 1P,, 0 (M 551, 2,50, 0 I I,M5,2M,000

................. ..................... ... .... 1,352,432,000 417, .,0 W ,102,M6, WA,)

As a matter of fact, believe it or not, imports of finished manufactures were
much larger nnder the Harding, Coolidge, and Hoover administrations than they
have been during the flull program.

In 1923 imports of finished manufactures were valued at $771,300,000 and
from 1926 to 1929 they averaged $913,726,000 a year.

But the highest figure under the Hull program has been $551,250,000 in 1937.
By th e way, note that while U. S. manufacturing has Increased 55% since

1932, U. S. exports of finished manufactures have increased 144%. The export
gain is more than double the total.

But what about semimanufactured goods?
Exports and imports of semlmaixufaetured goods compare as follows:

Exports Imports Exor FperS Imiruro Export

1932.. - $196,727,000 $147,9M3,000 $48,784,000 191 ...... 4,760,000 I t ,,00 $7t2,129.00
1933 ...... 237,041,0000 177,99,000 59,0532,000 137 ...... 75,2,0 4.31,841 ,e000 0627, CM
193. 341,837,000 212,14.5,000 129 ,0 000 I38 ...... 5.798, 000 27,817,0) 22O5,W,000)
1931...349,038, 000 1284,844,00 08, 6214,000 1
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, 'ytho way,fhom| (l8/o to 70}% of oulr lilmorts of senlmsnuf/aeturid goo,,ds eiinei ditiy ree, ndieatuig that t hy are, In genorsti, tittlitilittitive,'

,Jst ujpimse for the make of illustration, that, Mr. ill wanted to alpphheal to
the voters In industry, both ilinofactuierm and workers, am i prottcltiOst,

'hinhk of his talking Imntm,
lie onuld point with pride to the fact that under his pUliey imports tif finished

goods are les thai half wht they were hitter tho INI)l bleatlsin In 1929,
That we have sid 3 billion dollars more of A nior oau finished goods and al-

lowed the foreigners to soll tin only half a billion diliarm' worth more,
That exports of tinhotlhd nanufaeturts have Inoreanied shies 1032 by 144%,

but 1iMports#1 of thell have ilunwed only 2 2
%i ,l

That thle ratio of exports to intortm of ointotiufaottred foodo hiks rlmott
froill $1,83 tC $1 In 11132 to1 $1.,12 to $1 in 1938.

That nAllufacltiritg produetioi hm ineriaxed as high as 73% over 19'J.

MANUFAtTUIINol PtOTl'it

Ovor and over agail the orilio of the lhhl reelprocal tariff polloy assort that it
lin't tlt quantity of Imports that cauuss the damage to our hidumtries but the ir

eltet on prie lovols nd, therefore, of course, on i)roflts
Yet few of us who la e a pay ro"l evry week would sWal) today'1 'lofits for thiosiR

of 1032. Ill faet, iiit was 'almost a Lout word In thosl days.
Here is how manufacturing Inolts eonilparo iiIp t'o 1937, t he latest Ilgures the

eonsois has pltishod thereon,
That Is a matter In which I an keeily senitive. For when roflts fall .off

manufacturers have a quathlt habit of reducing their advertising ox oidituros,
Here is how the profits of all matitifatuhring corporations hi tin) Il. 8, compare:

RepoLr Of ('e nOtlsionltlelr of I ubw,,nlll It'rti itr,

Net alftr tax Not to irts Not ntor tar Net to ures

wo 4-17.000 411" .... $77- 0ee,000 0-,7P . . . . . . . . . . . 4 O 0 & 1 4 ..... .... .... o o ,
l10,08 ........... I 3.934,t,00 ltt,3 . . 2,70,000.000 I .%
19 3 . .0 W O W - -1 t03 .. .. .. .. .. .. ... , 4, 5 ', 0 0 0 , 00 0 4 1

103 ............... , , 57 0 000 --

Note that ill 1ON inanufactiiring profits wer the largest since 1029, In the
sane y',ar imports, until then, were the largest since 1930.
Ana this it spite of the truly shoekig hierease of federal and state taxes.
The rate of taxes paid went up from, Ifio% of the net in 1929 to 83%o% hi

1937-.-and g ttinig wore.
Ti thev ears 1i931 and 1032, when the Hawlov-Smoot tariff was operating

uinodified by the Hull agremionts, yon will note that the combined "profits" o
all American mnanu facturers eoniprised a sAea of red Ink aimouiting to $2,740,000,000.

And I need not ask exportIng American inanUfaoturers: what the loss of their
161 export to total sales would mean to their profit and loss statement.
Not all the manufacturers with- whom I am doing business as a publisher

make their financial statements public. But some do.
I looked over the other day the latest financial statements of a group of these

manufacturing companies, with whom I am doing business, picked at random
in that they were all made public in recent weeks.

I found that of 28 important exporting manufacturers only eight showed any
profit in 1932.

"nombined "profits" for the 28 in 1932 was a loss of $26,201,143.
Figureui for 1939, mostly to September 30th only, show that 24 out of the 28

made a profit and the combined profits of the entire group were $84,655,491,
indicating that their profits for the entire year would exceed $100,000,000.

One company whose business Is approximately 25% export lost $250,000 In
1932, earned $1,000,000 in nine months in 1939.

If we have been overcharged for the tariff concessions we wrung from foreign
eountriem, it is evidently not the American manufacturer who paid the bill.

It must have been a couple of other fellows.



IWII'P1O(lALo TUADHi AGUIUMiNTH A(MI' 3,
StLOT Wm Foraaa

icfore looking for the victims of the policy, let's turn back the Jiagm of history
and loo at the *tte of th nation 1ia 19e w d

If the rte:prooal tariff polly fins, In fact, been ts one It would I only
fair to roelunlbor that te situatilon which faced te nation In 1412 wm ono whieh
nilglht well excuse drastic experinnntatior even on the tariff,

Uprishon, bankriuptcy, tUneinlioy"ent, and. despair stalked tim land,
Memory Is kind an few of us realia e today how tremndous tio drop actually

wii frtm the lumsh days of 1020 to the grim dy of 1032. Your short years,
It was a period when hope long deferrod iude the heart nick, when the ouinbmir

of bankruptcies lmnereasod 3,000 In one year.
(0ae at those figireN, U., , , Urnemploymnent

(Ainerrtmr Yedrflo' oh br4 I tffn a t ot)
1029 - -. .. .. ... .. .. . .... . ... ....1- - 1 - - . . .-. -...... ... .. .. .. 1,86f4, 000
1932 ........ -...............- 1..------. 13, 142, 000

Paclorior with products valued at $4,000 or more a year

NubrWagen eM11. Valtia of prnml.

i" "" ............ ................. ,1,1 1 iyf1,7, p , 7, OW 31,3, W, ,,

Conouroial .faiures m

dNmr IA&MUtIWlShlnrs....... ..... ............. .......0v Z0 ..... Aw MOM71,7 5,4201,7

15.............................. ......... .... ..... 2O $5,001

Pretty grin, what?
The United States had encountered deprenion)4 before, But this was time

grandidaddy of them all,

WiY WAH Tits D ars"iOi l)IVYZUmN.'T?

Why was this particular depression, which began in 1929, so much more severe
and go much more prolonged than previous periods of rceesion?

A nation which had been told over and over again In 1928 and early 1929 that
we had solved the secret of perpetual prosperity, woke up to the greatest reaction
that a country In peace time had ever encountered. Read what some of the wise
men said in 1928 a rd 1929, Read 'eta and weep.

Slowly it began to seem to a widening number of people that we were up against
something new. And that something new was the relative weight in our domestic
commerce of our export trade for both our agricultural and industrial plants had
been vastly expanded by the World War.

For years before 1914 we had had an excess of merchandise exports over im-
ports of roughly half a billion dollars a year. And everything was hunky-dory.

That excess was absorbed by dividends we were paying Europe for their In-
vestments hero, immigrant remittances, what we paid foreign shipping, banking
and insurance companies and tourists' expenditures abroad.

The differences between what the rest of the world spent with us and what we
spent with them was adjusted by the transfer of gold.

Then came the war. Our exports zoomed from around two billion dollars a
year to a peak of eight billion dollars in 1920. But imports went uip to only five
billion dollars.

So as against a 300% increase in our export., there was in increase of only
200% in imports.
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l'X144444 Or EMPXR044 II1MIAMSQ 15119

its1 to 1111 an0 1414144441 or~ 14144144 441441 14441rt of414 441 il 4111 1)41111 (14)U41r4
Th'is~ 144044141. ithoor41111 to44'41114 gold 144441 r4 4r4'g4..1y14.4 Aimiirleot mou44rit4444 44441

In Addit0io~ n 1441j itgr4 14444414 alirfmd,
Th elfanio tim i W, Ilisiloo. Ilan wo ke'pt, right 444 Nelling41 441044 11hrond4 than

1(4 14401141 AlI' 113I 120, whvul' oivir rt 44114444'14 4' o highest1514 lo4I4'44 I n th l' ilntCory
of 5141' iltio414 wvs hild 1114441 III) a4t# 440444.4 44f 444444''/4414411444 rxJpotis (1111'44r i4pilrdn pf ;/4
N,1444 1141144410,

V %por41tol 4'4444 o44453 Ill' JIM414 I l' 1in Will. 0( ( 11T'V4 Wl,', IIN' KOM4041441'V5444444 444 1.144145
A 144414444'i 4f 1414414. 444441 4414 4'1g5 14554 411 444 11' 4'i- 141441 44pi t l11f 1 14 411' 111o4' I4II4f444
14i'144't44 4'01.5ltil fl' 14444.44 14444144 (1 illet'i1 thoillIK 444444 o'4444 f vxod 44v4'4 141414rtil
yvar1 14ftt%4 " 1'''

In1rt, 4 s(I 14 114'1 144M' an 1''44414,111 'll"'4 I o 1411 ti 1144 4144544' will ho1.4SII45144 444
1i41't,'~ (In I l ilt 40414414 444441 I 141~~~~~~4'444411ithuy4144 el'l 144', ilel 11444'

\'44' 41441 1-Ill'o 1544'r ti'5t1411 tilt 4141'm Hill) l444 441t. 4444l44.'4411
A 144444144r otwo'4 14441414'4 w4441 11444 It Is 14tr l ON lo4 54414141 mol444y. Tho44 14441'' p)art

tIt ill m4v it 14410k.
YJ Ow wV14145l Nvor4I 44'0414 it) 1444 VIgntirvil1'4 tha~t t44144544 truth1 from444 11921 to410294,

AN AOiM OF4 L.(ANH'

Ame4''retki 14414k,'I almost,4 forced 1144144 il 1 .4t14 Amorlel.4' '44 hard 1411Joh1, at1.that"
And44 Illonm14v14114, Ill lilt, P41rdtloy-NteCu4nibvir t414'lII of 19122 Nvi' jitowtt'4 445) 1441'Ilt r4114'44
and4 III' 1.'144.11441'4 to4 mi'l 4141444 aboill u wo44' 1141141141 4414t.

N44onvhilk %ve. had14 hopolne444 44 e4''1li41, 441.1 a4 411tor1, 444414444 1444t4'444 of ou4r
)aylng E l41.4l ill414't ll I44 l1114444114, 41114444441. 15414 44111'O W1-141 WA1S1 514y14444 UM

Alci 1141 ie 144' omi44'14 tol~N 14411i 14444 1rvt i'1vo'4r1
Every4,' 414 14il Illint'4'i1.44 borrow'411l'r, 444414 on~ly Argentina144, Is III whole54 or pa4rtial1

defillt. Also4 (h'rninti\%y Iity v 1(1 11)1(44 411411 orplut44444 Who11 11ne d 144 thom144
Wo,\ had441ilt' (Cllor'04) )4v 44' 541444 plan .' tilt, (414o D) Yun p444 lan414; 1(444144 to Chleb,

t41' 1141.' gtx.'1.t p ,krt o45'14 f4 finanla~l 444444ty. A541441'4'111y t14e simples4'4t 1444144444 of1

Baldwin41, a% 441405l mahekr t4r14441il poi t1iill, enme4)4 11040444 anld blitlly 441444('4 an1
a.404'41).'4t 11414411 ii4I14'l'1044k to" pay4 us44 a4444 4441444 mum 141445y 4444 the~ Bri'tish1 11414 414'llt

'l'Il Bi~ish pall,11 t,,! bi'4 llion44 dollar's 44144 t1h(en throw.11 445 t144 s4pon4ge. For)4 5.14
firilt. finhe in hiriory, Joi W4~i111 NO4M 4kof444414C 4)i4 it. 144)1.

U t'i 19 130 4a 11110 of wanI4365'.I repaid4 our4411 14 gl4vortimeti't by~ 0144 foroli444
debtori of1 which01 Groa 4t 11r114114 pa~i 73% althoulgh illr 44144rI of 1144 to tiil 41'1t was4

014I4 4'844A4 11l14'41

\V11('1 poskyv '1.'01on41441 wa4rned us tha~t we'4 wero'.. on thel rou.1( to ru114 by trying
to o""t't' so fl~t. on11 po4litical4, no4t 4.44 ecotiomic41 1554, 11451. a.54. tho 01ame thno4 4405404-
In1g ')4 a141 high tarif policy, And04 Cont1iuig 44n4 exces*4 of exports overi' 44portg', t~ie

stv r, ill tilt' words40 (if 0140 etuitient4 p4o11t1ca1 leader4 wv: I TIhey 1hir0d tihe mon0ey3
di1l45441 e 11. 3?'

That41 w141 11he. popular1 verdict.
Even04 after t11lt' erm185i141929 fewI i1 ' igh1 place04s semnod04 to 5441411 sonsed the 441144-

441i04.
For aunazinfl4 as it *001448 i4011, i1 10930 we kept right o44 ma44king 10oans4 abroad.

A ilillioll 0dollars. tha~t year, iii fact. Buit that ws virtually theO last.
The witihdrawal of these 10oan4, 4ot onl4y sent1 0144 export tIILOC into a 

tailmpiI4,
bill. u.pse&t thet ecoloniv of nearly every country 444 the world.

Note ho0w precipit.t'e Nvas the decline of 0o1r eM400l.1 during t144t. period:
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, 1 il1por1I

S........... ......... , ?Ai, 1s1a,1wmO f.
l ........... ...... l 1 , 4f % fo ) .-
1I02 .. 1,676, 61,12O ) ;13, 7*

ThiN %Yu1K tho !l'4Mvnt mhrJliikll4! of cspurtn hi te hiiory of lil Naitin, 11Y
103:'2 lii| 103 o:li 4 tl' (l.,ts w'rc only 10% of 6ilitt they wir tli tho depth of the,
ImMI %V4LIr r180l,10 11i 11122, l, wI fill (Of lhi eIght bhihllilon dolor cport plott-m.

IFlxjmo't+n of irillo niiiiI in wiro nit tI e, Iorl,wet level minbc 19011; erlli foodl4i nm
shire(f I8 MIT, ilfliilihd fill)III ifictiir-sh nhimuo 1111), rod filnnlkbdII 1znrfr fetlre"-isslir'tItl l,

ll)(iiiiui l,l h1i1i4l flr S2, 215 trriilih, Am W ill tigoirm pll,nt ii, the Iti:lriIh lrr In ul
lirrld .lh(, Irtyv ' leer i h, I -l t, ba r Jel, a It 1.11 oit ', 1 lipinor.

VX+W IZAIZZI Z BI-HMIOINII+IP'P +''ll -11

low hhnlln thsretliirtl i!OUt(illiit adI 'll ifttlonliiNftx"' whieh ehmro t Inn a
termi of inprnti breiem (if thne foiil bunn iIIkoO, moi~lw to teatl i/r thait thin4 wan
anything hint Jt I ii one f thome inoit e iarpm deirenlniiiii wlirh se we have to mlot ntil
ovoreoinli Iitr lttrlti, plin-ly AolvrINl It n sltt, iolitn!c ttd w o %rld! eonorny
it fill,

Ho2 lmriopcewhd to crret It alrrig traditional liem of Atiiiriciunao, In tir
f1te of ovier II blllioin dollar dArei, liJil lors, w Incretmed tarilf ratsm agalni

Oulr lmnports nof eritr foodOrtofs lind halitl tn th lowest. vl In I8 yearn )o
'.raisemd tho (il 14 iinilmortm of criudei foodist iOm

Andi sin, hil 93 , (JrOY.,ngren )ased, arid Pir4idei lloovi'r m1g1+(1l, the ilawlity-,Moiot titril, ant, i-aHirg nir WITa wall stl ihigher,
Oe(leitlmillimoti enatnir, Tlooi watnuor of Inudianan, iai-ieilo the, coinniry that thishitrillf itetl wvold re:slkre lwosjp(rlt, "%001l11 30 day's."

Illerc's how It ristmorec lnrispirltys

hidumil prud,-i/JO, iinnfurl ores

1923 -25 Avorag- ................. 100 1931 - ..... ............... - 1
1930......................... N9 132 ......................... 64

oi( r ei( cii lFa nt-i's:

10-0 .............. .. .....- 26, 355 1032 ........ 31, 822
1031 . .. . . .21-8,285

I) S. Unleomploynint:

103( .....-. . . . .. . 4, 777, 000 1932 .................. . 13, 192, 000
1931 -------------------- 8, 738, 000

Plrothrr, can yoiu fp,,rc a diie?

FOiEi(AN (oOVIINMSNTh+ INFVUIIATED

The Eitoro ,artiiligs which (con(,inits had raicd--,00- of them had pti-
tioned President H ouover not to sign the bill- were followed by a hitrricarne which
Hswept over our (xort trade,

Already in difficulties by the withdrawal of our foreign lonns, foreign govern-
aieits wer infuriated by our new tariff.

It wasn't so much what. we did, it was the nasty way we did it at such a critical
tire for the rest of tlie world, zouch of which wan already in debt to u;.

Torn 1929 to 1933 the gold vaie of world trade fell ofT 01%.
In that period our own export trade fell off 73%; our mantofacturiug output

55%. The N. Y. Tines averages of stock prices, 25 railroad, 25 industries, fell
oif 90%, from a high of $311.90 on Septemlber 29, 1929 to $33.9 on July 8, 1923.
(They have since recovered, up to Tanuary 9, 1940, to $1 I0.)
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The rest (if the world looked oni ots u A blind Sainson destroying our ownt
eonoli1 life as we brought down tho temple of world trade,

Great Britain, too, felt obliged to dtllcontinue making loans abroad. Currency
after currency was set adrift and the gold standard collapsed with Great hiritaiti
best forced off gold In 1081.

That the length, breadth, and depth of our depresmion which began hi 1920
was hie to world colnditlons was now becoming the view of an inervasig number
of Ainerleans:

Note these figurNs: Goldu ,ea/tln of worb ht/ctt

1029. .. 100, 1931-... 57, 8
10............ .. 80. 9 193. ........ 39. 1
It sen4is obvious onoh 1l now that there umtiSt have been a very direct connce-

tol between our own d licultics and a (11% drop In world trade, but we were a
long time finding It, out.

IloL,A it l]X~ll A N(t5I

Tho demand for Amieihan itdollars, 1oth to buy Amelcan goods and to mpay
the iiteresAt on foreign bonds, became so at that not oly (fill tho ratem of
exchange break to low levls, but country after ointry lit ili Import and vx-
ohango controls and Import restricthnm, afl detrimental to Amurican oxl)orts,

Here iS how thee valo of certain foreign monies in terms of 1). 8, dollars had
shrunk from 1929 to 1932:

V1tlWS hi U. 4. Caotntey

Argntine ps'o ....................................................... . tos *0.
Australian irolnd .................................................. 41 279Hralllsn mto rl,..................................................... . 11s .071
CllIcan tRes. ..................................................... . 120 .071
New oealanmd omittl .............................................. 4.,88 3.20
It1111(41 KittedttIXM pel............................4.86 3.5Si)
1tin n 1"i ;... ........ ......... .............. ... ..... .. .,86 l 47
S, , kr.ona .... .. ..... .. ............. :.. .................... . .2174 .14

Put yourself in tile place of the foreign merchant who buys American goods.
In the United (itngdom to buy $1,000 worth of American merchandise cost hill
£200 in 1929.

But in 1932 that same amount of American merchandise cost him £300.
Ii tile case of an Australian merchant, $1,000 of American goods Which had

cost him only £200 now cost £360; in Brasil tie cost. of $1,000 had changed from
8,000 milreis to 14,000 milreis; in Ur uay front 1,000 pelsos to 2,000 pesos.

Itt many countries nirchanta were forbidden to buy dollars to pay for export
goods. They could only deposit local money and the manufacturers had to wait
until enough' exchange was available to secure dollars. Thus millions of dollars
were frozen for loi periods before American manufacturers could secure payment,
some $33,000,000 in Brazil alone--all since paid, by tile way.

And vet the aniaging thing was that export business continued.
Many manufacturers told me in those days that their export business actually

held ui better thai their domestic business did.
Export trade was bad, but domestic seemed, if anything, worse.

ENTER CORDELL HULl,

It was in those dark days that tariff reciprocity was proposed as a method of
solving the dollar-exchange problem by increasing imports ald at tile same time
securing tariff concessions aI)road which would revive our exports.

Exports were by then down 76% from 1029. And domestic trade was about
as bad. For steel production was down 71%; automobiles, 74%.

The theory of increasing exports by reciprocal ta
riff agreements was originally

a Republican one and first gained prominence under the groat Republican leader,
James G. Blaine.

Republican Presidents Harrison, McKinley, and Taft were all active in promot-
ing, actual reciprocal tariff agreements.
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Thoacqsulltion of Alaska, HlawaiI, Puerto ico and the Canal Zone was, from a

tariff standpoint, reciprocity,
We charged them no duty, and they in turn charged us none.
And look at the result:
Ilawaii buys 90% of all her import from us; Pterto Rico, 90% and Alaska 99%.
Under President Taft reciprocal free trade relations were estiblished with the

Philippines anid 00% of all their imports are from the U. 8. A,
Our total exports to those four markets In 1038 almost equalled our exports to

all of South America,
On the indepoelnce of Cuba, the Republicans made & reciprocal tariff arrange.

mnet with her, each country according the other a lower rate of duty than charged
the goods of other nations.

President Taft tried to negotiate a reciprocal tariff agreement with Canada but
Canada rejected It.

From the llpuhlican record, therefore, there is nothing heretical In the principle
of reducing our tariff rates iI ordor to Increase our exports.

Tluix PIROGRAM ] BoINa

The present hIl reelpropal trade agreement program went Iito action In 1934.
Nearly every one of the agreement since made met opposition, some of It

bitter, with frequent prophecies of Industrial and agricultural doom,
For example, the American Iron and Steel Institut t strongly opposed the steel

(JiCessions III the agreement with Belgiuh which became effective In May 1935.
* Yet here is how steel fared:

U. q. srel production per year reu
Ilawley-Smoot, 1032_ ------------------------......... 8, 781,000
Pre-Ilgian agreement, 1934, .. - --------- 1...... 10, 138, 000
Belgian reciprocity for 8 months, 1935 ..------------------ 21, 373, 000
iHelgiai reciprocity for 12 months, 19313 ......................... 31,029,000

Tii other words, i the year 1035 when the Belgian agreement, so feared by the
American Iron and Steal I stitute was iti effect for eight months of the year,
Americian steel production increasedI 5,000 000 tons. And in the ncxo year, when
it was In effect for 12 months, It increased another 10,000,000 tons.

By 1937 the American steel production was 4% times as great as it was in 1932
un1er the untmodifled Ilawley-Snoot rates.

Something has brought the hteel Industry back from the almost bottomless pit
of 1933. Perhaps it was the renewal of our export trade.

Average steel ingot production and operating rates as compiled by the American
Iron ar dStcel Institute itself compared as follows:

0 rix% lVerreot of Gross P. enimt ef
tons empociiy 1o cajuselty

1929 dally averaego.... 174,835 89 19W8 weekly averae..... SK~1i 365
i lly average.... 72,884, 33. 1937 weekly average ... . 049,423 72.3

1934 dally sverage... 8 5.3i r 37.3 71 Maweeklyfaverage ... i o.72 39.0
1931 ilally average 107,643 485 1) 19M weekly average 53))t Soo oil

ST5lz HXPOSIT Vs. IMPORTS

It is the theory of the trade agreement program that whatever sacrifices an
industry makes by way of tariff concessions as in the case of the steel industry
will be more than offset by increased exports direct, or Indirect.

In the case of steel for example, better world conditions and better tariff rated
oi American products tend to Increase exports of automobiles, machinery re-
frigerators, and many other items in which steel is a large component, as well
as exports of steel itself.

Even as regards stee mill products themselves the experience since the Belgian
agreement was made Is by no means unfavorable as the following table shows
(steel mill products inclitde only such items as striletural iron and steel, pipe
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wire, nails, et .; d.) not include tools, cutlery or any produces In which teelis used) : Steel mill producls--Manufalures

Exports Imports Exports Imports

192-1930 average $. 0,475,000 $17, 30, 000 10312 ................. $2-,- 02, 000 $10,0 , 000
1931 ............... 30,0 13, 000 0,0 17, 000 1936 ..... ............ 32, 014,000 13,00 ,004)
19:12 ................. I 4, 000 5,593,000 13 137 .... ........ 7, 037,000 10, 224, 000
1033 ................ 10 742 0 5 90 000 119----------------02,433, 00 10, 72, 00
1934 ..... -....... 31:777:000 0,13054) 1930 (0 13h.t..s) -11, 07, 000 0 34, OW

Note that it 1938 inports of steel mill products were up four million dollars
from 1034 when the trade program began but exports were tip 21 million dollars.

This wide discrepancy is due, of course, partly to the rearmament program inl
Eu 'ope which, since 1935, has completely altered the world steel situation.

It is true that in ;935 imports of steel mill products increased while exports fell
off, but, as an offset, total steel production in this country increased enormously
that year and exports of Anericfn commodities, in which steel is a large factor, also
Increased greatly in 1935.

As against a slight increase if "reports of steel mill products in 1935 of five
million dollars there was an increase in exports of industrial machinery of 37
million dollars; electrical machinery and alpparatus, 15 utillion dollar; office
appliances, 4 luillion dollars; agricultuIral ilachinery and implements, 11 million
dollars; automobiles and other vehicles, 37 million dollars, or an increase for those
items alone of approximately 105 million dollars. Made of steel,

TEXTIIEI PLANTS NOW STORES

I have debated the merits or iniqtities, as yen prefer, of tile reciprocal-trade
agreement program with New Englal textile men110 who 1ll but an 1110 out of
town.

One of the saddest sights T know of are those great former textile plants In Fall
River uset for cash atit carry stores, storage warehouses, clothing maufacturing,
everything in tie world but textile ills.

Yet how can New England lay the flattering unction to its soul that its textile
trebles are alone clue to foreign competition, or that the tariff can make or break
them?

Turn to page 800 of the Statistical Abstract of the United States and read that
the number of cotton slntdles operated, iln New Englond declined for nine con-
secutive years from 1924i to 1933.

That while ill 1928 New England mills consued 21 % of the cotton use,! il all
U. S. milIs and cotton-growing states ttsed 75%, iin 1938 New England used 12%
and tile cottol-growing states used 85M.

Not that it hai any Iwlaring, but tile largest amount of cotton consulted in
New Ftigland tiills, since 1930, was in 1937, ill) 58 '/n from 19:32.
American niantfactoters of woolen goods especially fought against onession

given to Great Britliln oil w1')ole1 gotds. Yet in the fir.t 9 illontits th"I't that
agreement was in force, our imports of wool lsllatltlfacttlres were actually less than
int the samie period of 1938,
The lace industry has ectn especially critical .f the roci lineal agl'eciett with

irane, yet machine-ilfade lace imports ill 1938 were less int value ihm before
the acretettt Ind they were 10 ,,jA !ss than tile 1920-1930 average itder the
Fordntv-Mretiittber ittfi.

I lta\v heard M\la. sauhuisetts fish met complain about et itt!,otrts of (Canadian
fish, bit ttttt that ill 193N our total fish imports were actually less ity -15 million
pounds thaii tue 1926-1930 average, Total tish imports frot all comtries
aitoninttd to ahoit 2!,l ptndti per capita for tite ,,hole tatit,,t say five meals
out of tie 1,095 in the year.

TilE GRAND ILLUSION

The man who1 sets red witeever the word "import" is mentioned is laborig
under the delusiout that increased imports are a signal for domestic doitres3sion

'fihe fact is that itlmports into the Itited States fall off in til's of deioestic
distress and irtcrease as tiites improve,
Thus in 1938 when steel production fell off 41%, our total imports fell off one

billion dollar..
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Increased imports, instead of something to be alarmed about, are a sign of

domestic prosperity.
In 1932, when domestic business was in the slough of despond, our imports were

the lowest in 23 years.
By 1937, the best year since 1929, they rose to $3,083,668,000, up 128% above

the low point i our domestic depression.
But 1938 was anl off year in domestic trade. And sure enough, imports fell

off by more than a billion dollars, receding to $1,960,528,000.
Note how whenever our iianufactring output increases imports also increase,

not decline, but how they fall off whenever our manufacturing activity diminishes:

United States industrial production,

[Maifncetiros 1923-25- 1001

UI. 8. finporin U. 8. Imports

1032 ..................... 63 $1,322, 774 000 196 ................... 105 $2, 422, 92. 000
1933 ...................... l 49,559,000 19,37 .................... 109 3,053, 60,9000Q
1931....... .......... 79 1,935,055,00 I 'A................... . 1 ,990,528,900
1935 ...................... 90 2,017,4:950, 000 Ai 5 (or os...) ......... 10 2,050,000,000

I Eslnstcd.

The fact is that 48% of all our imports are raw materials and senihanufactures
used by American industry. More manufacturing, more imports.

EXPORT ANT) DOMESTIC EXPANSIONS SIMULTANEOUS

Striking evidence of how domestic trade expansion is always accompanied by
increasing exports is shown in the case of the month of November 1939.

In November 1939, factory employment reached the highest figure sInce
November 1929. Steel production reached the highest figure for any November
oi record.

And in November oui imports were the largest for any November since 1930.
As a matter of fact, 60% of all our imports are duty free anyway; nobody seems

to have any interest in keeping them out.

How THE FAME' WAS "Sor,n DOWN THlE Rivion"

Farmers have been told that Mr. IHull has, in order to stimulate manufacturing
activity, sold the farmer down the river through his reciprocal pacts.

Here Is how that has worked out:
In 1983 U. S. exports of crude foodstuffs had dropped 74% froom 1929 and were the

lowest in value in 69 ye5rs.
The Hull programpromised to revive our export markets by tariff bargaining,

for agriculture as well as industry.
Did lie make good for agriculture? Despite crop curtailment and droughts,

exports of crude foodstuffs in 1938 reached $249,041,000, the highest level silice
1929 and within 8% of that 1929 level,

Increase over 1988 was 418%!
Exports of finished mamfactures increased only 144% and ,we felt pretty good

about that.
Of fll the intellectual frauds in this controversy tho statement that the farmer

has been sold down the river is the greatest fraud of all.
One way this is done is to asRert that our agricultural exports have fallen off.

This is arrived at by including cotton, but cotton farmers received a subsidy to
reduce production, and hence export. It is not fair to blame all the vagaries of
our farm policy on the trade-agreenunt program.

Here is how the grai farrier has fared in the two-way trade:

Grains mud preparalions

,TJor Im pors El t xports lummrts ep o f

152.... 1,357,000 $20,00.9000 +$2%, 8 .000 I1935 ... $2&.920,0) 473,34O0 -$14,38,o0o

1032.... , 017, 000 7,6t01,000 • M925M00 I i93u.... 39, 5M,000 84,424,00 -4,8,.000
1 k... 3i, 5 ,000 13,528, OW0 +1, 212,000 i ...W 94,143,0 / 102, 352,000 -5,249,000
)934.... 35,499,000 33,481,900 +8. 928. OW 1938.-., 223, 559OW 7,970, 261) +,87,731
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WHAT ARE AURICULTURAL IMPORTS?

Some of those discussing this question have dwelt on our large agricultural
imports without taking the trouble to toll us that these Include rubber, coffee,
tea, cocoa, silk, bananas, and tropical spices.

Large corn imports occurred in 1935, 1936, and 1937 because of drought hero,
but these had no relation to the reciprocal program and virtually ceased after
1937. Mr. thll had no more to do with the drought and the corn imports than
Charlie McCarthy.

Eliminate our Imports of corn in the drought and here is how grain and prepara-
tions imports compare:

U. S. imports, grain and preparations

Total Total exclusivo Total Totl exeltslve
of corn of oorn

929 ............. $20,004,000 $19,577,000 193..... $73,314,000 $3, 022, 000
192 . . ...... 7,61,000 7 495, 000 1038 .............. 84,42,4,000 68,842,00D
19 3 ........... . 13,328, 000 1,000 000 1 37 .............. .02,302,000 40,20, 000
1 .. .... ... 3,481,000 31, 1,000 1 8. ............ . 7, 97, 260 7, 715, 7

Note that in 1938 our imports of grains and preparations were actually only
40% of the 1929 level and only 26% of what they were when the reciprocal tariff
program began'.

Again if Mr. ]full wanted to pose as a high protectionist, what a story hecould tehl.

Mark Sullivan reported the other (lay the statement of a Western voter who
had seen a can of Argentine caleld beef and said that there must be something
wrong with an Administration which allowed foreign canned meat into this country.

Now tle fact is that we have n1o trade agreement with Argentina. Such all
agreement, next to the British one, would have been the brightest feather in
Mr. Hull's cap. He must have ardently desired its consumination.

Yet recently, Mr. Hull called the whole deal off, because Argentina asked too
much, offered too little. Mr. lull, says ,lames A Farley is the most sincere man
he has ever met in politics, which is covering a good deai of territory.

Argentine canned beef, and Brazilian and Uruguayan, too, has been coining into
this country For years and years. Mostly )acked by American-owned plants, too.
Armour, Swift, and Wilson.

HOW MEAT IMPORTS COMPARED

Again, if Mr Hull wanted to pose as a protectionist, he could point out that
under his tariff rates our imports of total meat products have averaged hess than
under the Fordney-McCumber tariff.

Note that in only one year 1937, did these imports exceed the figures in 1926-
1930 under the Fordney-Modumber tariff.

And that was the year in which employment in the United States was within
6% of the all-time record in 1929. People were just eating more ineat.

U. S. mneal-product imports

1926-1930 average (Ford- 11935 (Hull) ------------- $19, 178, 000
ney-MCuimber) ---- $33, 356, 000 1936 (Hull) .--------- 25, 615, 000

1932 (Hawley-Smoot) .... 7, 636, 0001 1937 (Hull) ------------- 39, 838, 000
1933 (Hawley-Smoot)-. 9, 443, 000 1938 (Hull) ----------- 29, 777, 968

31934 (Hull) ------------- 12, 840, 000 1939 (Hull) ------------- 27, 312,000

Dairy interests fought reciprocity. Here is how dairy Imports compare:

Dairy imports

1926-1930 average (Ford- 01935 Hull) ------------- $15, 001,000
ney-MeCumber) ---- $31, 700,000 1936 (Hull) ------------ 16, 103, 000

1932 (Hawloy-Smoot) .... 13, 098, 000 1937 Hull) ------------- 15, 798,000
1933 (Hawley-Smoot) .... 10, 966, 000 1938 Hull ------------- 12066, 000
1934 (Hull)..----------- 10, 891, 00 11939 Hull) ------------- 13,000,000
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Note that dairy imported, under reciprocity have never beeii over half of what

they were under the Fordney-McCumber tariff.

TYPICAL FARM "FACTS"

Some of the charges made against the program by those speaking for farmers
seem reckless in their Ignoring of the facts. I heard one speaker blame the drop
in wool prices in 1938 on the British agreement.

Now get this:
The British trade agreement did not conic into effect until January 1, 1939.
That agreement (lid not reduce the tariff on wool.
The tariff on wool was not reduced as the result of any of the trade agreements.

The rate is the IawleysSmoot rate.
Imports of wool in 1938, the year the price broke, fell off 77% from 1937,wlien

the )rice was high.
Tely were 72% less than they were even in 1926-1930 under the Fordney.

McCumber tariff.
Putting the blame for the wool price slump in 1938 on the trade agreements Is

even less logical than the old army game of charging whatever was lost to the latest
deserter.

This same speaker denounced the reduction of duty on turkeys in the Canadian
agreement. No such reduction was, in fact, made.

As a matter of fact, imports of live turkeys in the first nine months of 1039
amounted to only $1,158 and dead ones to $10,517,

Our total exports of all poultry in the first nine months of 1939 actually exceeded
our imports.

Those wool and turkey incidents are two examples of the type of unwarranted
charges which are hurled through the air with the greatest of ease. Few in the
audience will bother to cheek.

By tile way, if you want to check my figures, you will find most of them in the
Statistical Abstract of the United States, $1.50, and the Monthly Summary of
Foreign Commerce of tile United States for December, 1938, cost $1.50 a year.
Address the United States Government Printing Office, Washington, I). C.:

Or buy a copy of the World Alinanac from any ewsdealer for 60 cents and you
will find the vast majority of the figures there.

BndcIraOCTY Is NOT ,fExic TRADE

The authority given to the executive department to alter tariff rates under
the reciprocal tariff is much iore limited than is generally believed.

It does not even approach anything like free trade.
The executive cannot reduce the rates of the Hawley-Smoot tariff by more than

50%. The executive cannot transfer an item from tile dutiable to the free lint.
The reduction of duties has, in general, not been sharp. In 1937 rates of duties

to value of dutiable imports were only about 5% less than in 1929 under the
Fordney-McCumnber tariff, but they are 35% less than in 1932 under the Hawley-
Smoot tariff.

Rates of duties to value of dutiable imports

Ptrcent Perct
1929- ---------------------- 40. 10 1034 ------------------------- 46.70
1930 ------------------------ 44.71 1935 ------------------------- 42.88
1931 ------------------------- 53.21 1936 ------------------------ 39.28
1932 ----------------------- 59. 06 1937 ------------------------ 37. 81
1933-------------.. 53. 58
By individual seeidules, here are how 1937 rates compared with previous ones.



PoPine- My. Hawley. H

A~rlCamnber Sfmoot t 971912 . 109 I....

1. licnlcleois, ~5~tsI'ro"49 Pereeog Poeret. Permit
I 2.91 0.70 .44,02 85. 1.

2. Eartha, earthenware, and glass ............................. 60:72 48.85 84.7 48.89
8. Metals nd manufatures-.... ........................... 34.31 35.48 37.04 32.574. ...........oure...~. -a.4 Il to0*2 ~ . 106
8. n U ruOlesees alid matfactures ......... 48. 18 07 1t 1 I
6. TobIt And niatfietures ... r.. 8..... _ .................... 21 0 1 . l 07. Agtlrunttfit produts and pro e ........ ...... .0 , 47. a 4
S. Straits, wines, and other beverales ........................... S& go 84. 3 . ., 4 , h 8
9. Cot ........... ... .... .. 45.81 X O43 7,03 38.94
10, V191(, emp, and jut ............................... 45.15 10 51.09 24.63
11. Wool ard i'nnufrtturos... ...... 5 5.08 5l0.82 84.14 82.52
12. Silk %M4 e e 's 5.....0..5...... . . 8 ... 4 U 4.44
i. Rayoni, etc ..................................................... . N.,14: Pape nodboks ... ............ .... ... . "i~ i : o

u........ . . .. .... .......... . .

Studv that table dispassionately for a moment.
Note that, in nore than half, eight out of fifteen schedules, ,the l1uU rates are

cdtlly higher than, under. te Fordney-MoGumnber tariff .
Six out of fifteen are higher (hag the Iayne..Aldrich rates.
The average is, of course, lees thans under the Hawley-Snoot tariff, but. except

in the case of sugar the reductions would hardly seeni revOlutionary. - UThe rates
average, In fact, not much les than those of the Fordeney-MeOunibet tariff; which
was considered high tariff in its days. 4 I

By the way, take a look at the rate of duty that raw sugar paid in 1932, namely
166%. That was a honey., Then take a look at wbat that rate helped do to our export trade with Cuba
In- 1032. It was off just 72% from the 1926-1930 average and 89% from the
1921-1926 average, .

" - "IAION OP AU'rnoutrV

Congress has been very lavish since 1933 in delegating authority, Too much
so. The Imnmense authority given more or less irreliponsible bureautcrats to Inter-
pret and enforce the will of Congress terrifies me at times.

But some delegation of authority Is'inevitable and in the Intricacies of modern
civilization this beconesl increasingly so. In tariff matters it becomes increasingly
impossible for Congress to Intelligently consider the voluminous details necessary
to intelligent action.

The result is that tariff legislation becomstes the hadge polgo result of log rolling.
Congress, under the Republicans, recognized the necess ty of some delegation

of authority, by delegating to the President in the Fordney-McCumber Act of
1922 and the Hawley-Smoot Act of 1930 the authority to reduce rates by not more
than 50% under certain conditions. Or to increase them by not more than .50%.

So that, too, like the principle of reciprocity, is accepted Republican doctrine,
And when that delegation of tariff maing was made, by Congress, an authority

which President Harding, Coolidge, and Hoover all used to lower tariff rates, as
well as raise them, we lived In a very different tariff world than we do today.

If we want to gain any bargaining benefits whatever frosn reducing our tariff
rates only the executive can bargain effectively.

For tne-centralization of power abroad has gone to an extreme uindreanit of
In 1922.

You canuot deal with the other big powers of the world today by Senato~ial
debate. Tt just can't be done.

Even In 1929 Senator Vandenberg said over the radio: "It is impossible to
change these tariffs congressionally, The infirmities which now attach to general
tariff making would re-attach to this perennial submission of the tariff to congres-
sional surgery."

WHAT IXPORINO MANTFAOTURIORS SAID

When the trade agreements legislktidn first came tsp in Congress shortly after
the )resent administration took hold in 1934, we asked the manufacturers with
whom we do business whether or not they favored tariff reciprocity as then pro-
posed and subsequently enacted.

We received os~ly three negative replies. All others replied that they were In
favor. And they are all protectionists.
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THE MoAT FAvoUPD NATION PucLxey

Some criticize Mr. Hull's definition of "most favored nation."
His liberplity In this definition is in line with Mr. Hull's belief that general

pro prity is being retarded not only by tariff barriers between us and other
cotintries but by"barriers between all countries. I am towl that Mr. Hull Is fol-
lowing the interpmtation of most favored nation flrt mad 'by Charles Evans
Hufeig, a Republican, when Secretary of State.

'This part of the program is one oni which there can be honest differences of
opinion. As a practical matter, our liberal definition of "most favored nations"
seems to have done more to make our negotiators timid in making tariff conces.
sions than it has to break down our tgiiff walls.

When you reduce a duty f--A4, alorem to 42v% ad valoremnj as was
done in some cases, yo.'. t'change mI on of the stream materially. .

Indeed, anyone v rong anti-high tariff vie ight criticize the Hull agree:
nuents as being result of attacking tariff barrier th garden spades instead
of power shov

And, agal if Mr. )full wished e as a protections e could rightly claim
that the t dutim actually ool eted1l4l037 were twice high as under the
Hawley- ot rates In I

They' ere the larg.In ny y nine .1 980 and were th iinth largest for
any ye In the hithjpr of t nation

194#or We .13bI years ' 3, 00s

192 -ordy-MCumber'- --- - 545, 038, 000
192 ardney-MCumber if ---------- --------- 47, 501, 000
192 Furdney-McCuniher 1L ......... 57,430, 000
192 Furtney- '' Ter Y .... ---......-- 605, 500, 000
192 Fordney- 'CU ar------r- 568, 986, 000
192 Fordney- Cumb 0if----- 02, 203,000
193 i'ordncy- Cuihe raff_. 587, 001, 000
1931 %Wl-y-Sn t TT .... . 378, 354, 000
1932 awley-Snmo0 t' 1 ff f,,tkp04- ---- ----- s 327, 755, 000
1033 wvley-Snino, arff._*__ --- ----- 2110,750, 000
1931 ley-Smioot Tariff.., ::. ...... 313, 434, 000
1935_ Hut modification of I y Sin ,t Pan-------- 343, 353, 000
1936 Hud odification of wley-Sin t Tan---------------380, 812, 100
1937 hull dification of aWiy Tariff_..-....... -' 486, 357, 000
1938 Hull m fication of Hawley-Smoot Tariff ----- -------- 359, 187, 000

WHAT 1lAP Bz~iN Aceoasv D?

I gave you linpressivh near ltho. this study indicating the tre-
mendous gals which exports diftdf anufactures have made since the dark
days of 1932.

Exports of finished manufactures increased from an average of 020 milloi dollars
a year In 1932 and 1933 to an average of one billion, 568 million In 1937 and 1938.
Or an Increase of I 80o..

Up to September, P)139, exports of finished manufactures since tile Hfull policy
began were three IY ion seven hundred million dollars more' than they would
have been at the 1932--33 rate.

Near four billion dollars' worth more of Amoioau finished goods business thari
we would have had under the 1932-1933 conditions.Mr. Hull would not of course, claim that him efforts alone accomplished all that
huge gain. Other factors helped.,

THE 60 CENT DOLLAR

Our revaluing the dollar in line with the old par of the pound sterling earr!cd
enormous influence on our own export trade.

For when in 1931 and 1932 the $4.86 pound was worth only $3.50, and Domin-
ion currencies in like proportion, the British Empire became a good market to buy
In, but a poerotae to sell In.

8151 3-40----54
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A Nio I% retto1v1ry lit the' volinim of world trade hadl begui n i 933, it year hi'foro
4I ol 1111 rogrami got going, Ia follows-N

V i524i i1 t iu 111111604.4

%3o21I1 1 . 111K i 5111iv

"05 4il~ i

v lutfit lillml ihieus

%voli toloS 4 1 1I ii4444(iti.

2m .. 1051

811. 4 li,
* .1014.12 IM41
* ~ R ( 14.4 4

Ilked, it might Ill ikedIN' In ll iruvlg41t, for Cho Mill liroglalo to pint oont thlatwhiulo oIIot on faocoulIng proouet Ion ri~s Aind fuallm withI tho voluint of world
trade, onr mnuu1uuiketoling p roillrttion 11am4 litt'retlmd 25.61/1% mnlii'4 11034, whIli' world
trade hils i uervittied only yl7 .1%.

Even inowt' iresmil vim IN Ili faet thait it) a periodl II N01101l the' vololiii' of wi old
traido Ineit'is'i 1 7.9"o, (1i 'l4l'xin rt I NVIl u1,1un 0

Bit yVon ain't hueard nothing yet.
LI,,te 'm th11I fli losu Silou IS yeirt; nor il~iNoff filllle oinmfacttoru's

i O1Ivilso'ul 70%)
FORMIcONq i'IAIZ1 IN 11109

lit t ho ('ost 9) mot I18 (f 19)39 livr ,4 isnhw or fo reign tradcu~en copaed with
Inl'Ntl- sion'lrod tof 193-1)

VN1i.rt,' Io 'in), Asgvo'lm1It ( ',4114r44
l,RiN is i Non- I'nl~l' A 40TI10RL4 4 'sisIrVA
I'll, rls from, rrt'lo A St'vinvatI (',,4uire

11113 1113114 (111ti444

$4114, 2441.440 $ 51, 304,11118.(XK IA 1 04, 
712.1711,4(M4 114 77io, (115() '.N44 f'
7 2, W7,4IM 453,44oil1401 (XX is 94

, Hitt do'sit'l look like bad liargaininig, .,)'or(,very dIollarl of ijoeeased imipot IN
front trade agroi'iit, votiiitries, we hove iiorisedl ouir exports1 to thuitu by $2761.

Thle Poilicy hits noit mawiintaie peace, Its N Mr. 1110 hl loiipvd. Butiillat, AN

'UAing said, b anotuei story.
lit 1st nol lirouiglt or imlporN 0up tio thiey ('41011 our oxplort.m. Woemitimnue,

vreditor ilultin I liigli we hot, to Nil m or' th ion1 ,i'v buy anid I li to add to our
inoriite, imlpri'cedvitel atol o liatliy store of tile wiorliI ' gold.

Again, if Mr. Bulol wished to 11ose1 aN a plrote'ctioist, lie could poitt wit that ill
1939 wve hid the greatest so-clled'4 "favorable'' lilance of trade, that is excess Of

It N., larger tloiii in any year uoidq'u the Fordney-McCitinber tarilf or the
I luswoly-Snniot tariff iuiniuodiheul.

linit such #In unwieldy excess cannot, bit lmilkO the jOuliciouii grieve sin1ce it further
upsets wvorld e<-omloiny and11 adds to or altior ital [illports of gold.

Thous in 1938 our not, imports of gold aioun ted to nueit billion 973 million dollars
wii ieli was thle hiighest figure upl to that time inl the history oIf the nation (1931
went higher as war clouds gathered).

WViIIA REIPOI oTrY MEANS T'O LABiOR

Thie American k ederatioi i 01lmoor, M Msuch, 11115 (ikCII 110 jiiit11 11i noLlu
re-ciproral trade p rogrami.

Bnt Mathew Woll ant important A. F. of L. leader, is considered the mainl-
pig of "America's Wage Earners' Protective Conference" which opposes It and

claims to be supported by between 700,000 and 800,000 of the Federation's
4 ,000,000 members.

It seems surprising that orgaiied labor in the industries so largely dependent of)
export have not shown more militant support of the programt.

Look at t le figures of employment aoul try and find t lie logic of labor not suip-
porting reciprocity:
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l mpfoymerd and unemployment

I'T'ht Arielnn Pederntlun of ,snbor' own etithrnte]

lrnployinelit:No rolc ity:
)1 2 y 2- -.-.- - --- 36, 878, 000

1i 33-. . . . . . . . . . .-. 31, 059 , 000Recipro~city :
1934 -.......... . 41,002, 000
1935-. 42' 537, 000
193 ....... . 44, 783, 000
1937 - . . ...... .. .. 1 , 6:39, 000
19 3 8 . .. ....... . 4 3 , 6 0 0 , 0 0 0

I Il|eli llylliert
No reelprocity:

1032 -......... . 13, 182,000
193 ... .. ... . ... . . .. . .. . . . . .. . .. 13,723,000

lRevlproolty:
1034 - .--.. - ... .......... 12, 304, 000
1035 ..... ... . -......... . 10, 052,000
193 . .. .. , 395, 000
1037--- ---------------------------------------- 8, 282, 000
1038. .......................... -- -10, 933, 000

Note that Uternployrnont reached its low arnd eenployrment its high in 1937,
the year imports were largest, and that both got worse in 1938, the year imports
fell off one billion dollars.

Also note that front 19331 to 1937 urrereployinert fell off 5,000,(00 persons,
huh dayient Increased 10,000,000.

It woiulId take Home d',lg to find an argument in tihose figures for labor oppos-
ing the 1hull progrnot.

(i th' ofher iand, I wonder if the Americari Federation of Labor has ever
romDe a study of the norioutint of enplorymerit lost to Ann'riearn factory workers by
the Americani braiteli factories opened in Canada, ]ngland, (lermany, Australi,
and Argentin after 1930, as a resi It of the inereasi g difficulty of exporting
A ncrian goods to thoxe markets hocause of tariffs and dollar exchange troubles.

Now HOMES S THE SCANDAL

Now for the scandal in their station. No, it is rt a scandal of corruption or
idfeaiairnee. No Teapot IDlomie.
It is at intellectual scandal.
The s earlal of ignoriJng prtseit-day facts in favor of inetltods ito longer

app licable.
From 1929 to 1933 every nation in the world was building its tariff walls

higher and higher. And He higher they built, the worse bulsinies got.
Trhen under Mr. iuall we set there a different example. We asked them to

reduce thie walls, tuot rIch, but about back to the levels of the prosperous
years. Arnd we offered to noatch them.
And as the walls were reduced business got better and better.
Yet InI this country Mr, 11tl{ proves onc nior, the ancie'nit saying, that a

prophet is not without hotor save il his own land.
Mr. Hull stands, to it degree, in the place of so many other originators of new

practical ideas flown through the ages.
Galileo was nearly buried at the stake because he insisted that tire earth re-

volved around the sun.
Columbuts was buffetted front pillar to post in trying to persuade people that

the earth was not flat and that it wag possible to sail westward to the east.
In the face of what has happerted since tile trade agreement. program was

begun, tle attack on it now is an intellectual scandal on a par with the refusal
of the medical profession for 20 long years to listen to Dr. Carols Finlay of Havana
who had discovered that yellow fever was carried by mosquitoes, naming the
One variety out of 800 whicii was the culprit.

'cur. BHITISI Al STUBBORN TOO

It is ar intellectual scandal on a par with the failure of the British Admiralty
to listen to the pleas of Lloyd George for three years to try the convoy system to
protect merchant shipping from U boats during the World War. Great Britain
very nearly lost tire war through this stubbornness.
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Yet whn th sy steinl whll the admirals had violcntly opposed was finally
tried o'it, of 10,657 vessels convoyed only 138 were lost. Miore vessels wore lost
to 1i-boats ill th s igle month of Aprik 1017, before the system was adopted,
thnii it the 18 months after it was placed In operation.

It is al intellectual scandal on a par with the oplposlition of the lritish post.-
olilee author 2. t i ltowlaiid ll1ll's pin for the "pennyv post," to take the place
of the eil"nitersolmlo 'evioil systell for letters costing us high as 24 ceits each
to dellver. Post M authorIties colId lot believe but that a system of low
postago rotes, the sane rate for tte entice United lKingdoni, wolill do anything

it Ianklirpt the post oflilee,
It Is an Intel1ecttual scandal no a par with the fallure of niamfifaetuirrs to realize

the fImportance of the work of (0arlrs (ooodyear. lie ;WOal iced hartd rlllr two
years before a single Pefal t ''1W olill1 believe hit,

A.(1 when his son worked out a clear plat for a eoilleto machint -imole shoe,
leading slto inantfactluiers looked upoi his idea as a mere chimera.

It iki an intellectual scandal oii a par with the indifforonce showit the Wright
lirothers. At their first successful Io)wered tight in spite of a geilral invitation
to th Ihllc, only five persls Showed! imp. It was four years later, and only after
tie Wrights had ma de successful deals with the Britishli and French governments,
that our own War 1)epirtiment would give them a sharing.

Yes, und it's a pillitical scandal, too.
A political Reaidal in that after six years of such a sliocessful demoistration of

the policy's effectiveness ill help hg to restolr trade, following the ghastly oxperi-
oil(e of 1931, 1932, and 1 933, so now y, iii Congress and out, refuse to pay the
slightest attention to the lessons of those past 10 years and would once more
revert to the logrolling system of tariff silsmeits, and il the face of world
Oomlittins as they are mi(l are likely tI be for so0111 ti lie to com01e, wotld once more
hang the millstone of the IvIawlny*Smoot tariff around our lecks.

Note tile following tales am tl exports 1111d imports ill Certain spicifici ilusties,,

Some sigft icant Comtparisonfls
11034 iorellgn 'l'rcull

Ioll 111 Olll llll . ............... ... ....... ........ $131, S5 ,71( 61 8, i,8487
StIol 16111 llrlro icis a llll llffttllrO .. . ............................. . (2 43, 

, 
N 10, 712, 478Ir'On 0(111 stoel s dcd OtO~ llsa~tlfillt't. ....................... 4,60,121 2, 0:11 100l

Tools . . .. ..................... ................ ................ 11, V(7,337 730, 812
Eloctrlel machisry Aild apparattlis ................................... . 102, 151,152 ,010,133
Metal working icaohllih tooIs........ . . . 07, 270, O 8 893,005
Agrclituisiral Ilchiery nild ImplemlIts (duty frc) .. . . .. 75, 433,303 3,102, 159
C lsiilcais and rtoiat' products ....................................... 110, 255,000 06,702000
Plign ts, pah11s and 11 ar11 sht. ....... ................... .. .......... 18,054,02 | 1, 369150
iator ianai ctmsclr(.s . ........... ..... .......... .... .... 8,1 1,401 8,282,173
Cotton n1151t imcir .. . ... ....................... . ........ 4 311,483 53,278,(31
W ool a i fa t Ii n'ist .. . ...................................................... 1, 912,169 I, 118,3 t
Bilk m anui actures .......................................................... 001 0, 343| 8,271,. 14
|WlIAcm tilnaitsctilres .... .... .............. ....... 27, 181, 5111 910,000
Petrolum ani prod cts. ................ . .... ............ .......... 388. 026, 287 39, 462, 4',3
( fiss ind gim-s products ........................................ . . 8 31,9014 6,328,1152
lay, w ri tll 111 gol.....................--_......... 0ISO 2. 55,000

Note that in the case of irm and steel scmiaf features, exports exceed ho-
torts by .13 to 1; steel mill products by 6 to 1; iron and steel advanced lmanufac-
tures by 18 to 1, and P1013 by 15 to 1.

Also celctrizal nchiitery and apparattls by 50 to I; pigments, paints, and
varnishes b, 14 to 1; rubber manufactures by 30 to 1; petroleum atl products
by 9 to 1.
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11owo U. S. imports in certain industries compare

(Comparo this tsblo with the one of export o page 2)

1932 1938

14411t her ail J Lu+lt v (rt . . . . . . . . . . . . . . . . . . . . . . .
Hllo(,4 ................... ......................................
(Jot[oll 01l 11((1ti4cl~ C9 ... . .. . . . .. .. . . . . .. . .... ..
Cotto ~anufa tirs .................. ....... .....................W ool i rimofl lro ...... . .. ........ ........ ............
Silk utinu n ureso .- .......................... ........

I (a i ma nfac reus ...................... ....... .... ..
14111 -i 11l(roc ll, r l ................1 J............... .

lr e1+]l Iirgo(l100tuv r ...... -1 ...... ....................odocW .. . ..... ... ... . ............ .......

Mahoolcold ela t prorluen .... ..............................
Irmo m idslwr lo, 01ositurenes ........................
AHlclllltllroduts Flulhhliry Ares ...-Ollq|, . .......... .............
Iron ml and t~ Med wvlatod prouitifetti. ............. .............

Eloonloats mIjiryl+ unrd appari[ tim ........................

Acilu oin neitryndI pioo bl l o....
Atioto bfl 'T ........................................................
T1'oya, sthletil il ,pordliig good8 ............................

U1, 8, exports and imports.

89, ( 0, 000
2, 001. OJ

20,8 9,000
11, M3, 005 , w:.3, v-Oo
2,6211W0

8, 000
91, 13, 00000, 8'f10, 0(00
3,867, 00
4,029, 00
5, 693, f)0
2,1 K, 000

604,000

233, 09
080,881)

47, 852, 000
1, 11 0.0)

25 1,00)
3,701,000

$8,2A2,173
3, 997, M8
33, 78, 31
19, 113,591
8,271,514
0,000,838

010,000
112, 078, -18
30, 42,423
oi0,28,062
3, 13, 487

10, 702,478
2,831,000

731, 842
2,019.133
803, (45

3, 120. 10
78, W)2, WM.

1,3MA, 0(m)
374,842

2,1 151 

847

Increase,(percent)

-14
+CA
+23
-+31
+30
.-1109

+20
-35
+78
-M3
+02
+20
+25
+3

+2596+26

+8
+40
-. 32

[000 onlittell

(oroIr.ExcessD oex.
(Underwood) Total ports Genl fort (+)

1022 (Payo-Aldriol) ..... . . . . . $3, 831.777 $43, 1 12, 747 +$719, 030
1023 (,ordl0o .M ll Or.... . . . .. . 4,197. 40 3, 792, mI -375,427

1924 (Foixn'?)+'.Mchlum hor).. . ..... 4, 590, M , 601), 9m3 +041, 2l
1025 (Fordtey.MeCurnler) ..................... . ....... 4,09, 848 4, 22, 689 + 3, 2 ,
1920 (Fordloy.Molht)or) ...... . . 4, 80, I0 4, 130, 81S -377,772
1927 (1 or1oy-MUIITbnher) .......... . . .. 4,856,37h 4, 11, 742 160, 03
1928 (ordlOy.Mijo(lnlbor) .. . . . . . . 5, 28,35 4,09) 444 +1, t103, 012
1029 (F'ord(ley.MeCoLnbor) .................................. 5,240,905 1,399,30 1 .4-841,831
1030 (lfawloy-srnoot) ........................................ 3,843,181 3,060,:9 8 -( ', 273
1021 (lawloy-Soot . .......... 2,424,239 2,000,635 5 :-(l, rt
1032 (lnwloy-noo. .......... ,0611,010 1,322,774 -+.2K,212
1933 (Fawo -Smootn ................................. 1,074,0 1, 4411, f59 -1 22, 435
1031 ("83ll" uodllfleollon) . ............... ... ........ 2,122.888 1, 0 5. -(5 "1477,745
1935 ("9 ill" ,odIflentiO;l) ................................... 2,282,874 2,047, 4h.1 -- 23. 389
101 (1831" mnodlleiillon) .. . . . . . . 2,15 159" 2, 122, 591 +33, 3
1037 (...." l d llOll). . . ......... ..... 3, 311, 07 ,083, I .- 5, 409
113S ('flhtil" mnodlflnatloll) .................. .. ........ 3,091,05 1, 01 , 598 -, 133,57

1039 111 mflei!olll) . ........... . .. 3,177,344 2,318, 2M 0849,084

A CLRaR WAuRINO

In Closing I wanit, to qtote these words from a great friend of American indlmstry:
"We most not repose il fancied security that we ca1 forever sell everything

and buy little or nothing . . . Ilecipr-eity treaties are in harmony with tie
spirit of the times."
Tlieio are not the words of any free trader. They are the words of a Strong

protect ioniSt.
They are words spoken fy William McKi dcy In the last public address he

ever made,

The CHAlsAN. Ill addition, the committee hns received it number
of briefs, statement s, letters, and so forth, from various organizations
and associations, some favoring the extension of this program; others
opposing the program. Tose bricf| and statements are submitted
in lieu of personal appearances. Without objection, the clerk is
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instructed to incorporate those documents in our record for the
information of committee members and Members of the Senate.

(The briefs are as follows:)
NATIONAL ASSOCIATION or ALCOHOic BEVERAGE IMPORTERS, INC.,

Washington, D. C., January 17, 19/0.Hoit. PAT HARRISON,
Chairman, Senate Finance Coimnittee, Washington, 1). C.

DEAR SiR: At a meeting of the board of directors of the National Association
of Alcoholic Beveroge Importers, Inc., the following resolution was adopted
unanimously:

"Resolved, That the National Association of Alcoholic Beverage Importers, Inc.,
go on record as strongly favoring the extension of the reciprocal trade agreement
law, and that the Executive Vice President so notify the Secretary of State, the
Chairman of the Committee on Ways and Means, and the Chairman of the Senate
Finance Committee."

Very truly yours,
HARRY L. LOURIE,
Executive Vice President.

MORNINOSTAR, Nicol, INV.,
New York, February ., 1940.Hon. PAT IIAiRISON,

Chairman of the Senate Comnittee on Finance, Washington, D. C. -
DEAR SIR: We have noticed in the past few months a great deal of criticism

of the reciprocal trade agreements, and we want to go strongly on record as
favoring the renewal of the President's power to negotiate such treaties.

As manufacturers of starch products, through necessity we must purchase
most of our raw materials abroad, but nevertheless employ American labor for
the processing of this raw material.

The writer has gone through the tariff battles of the past and can't help but
feel that the present method is not only fair and just, but that this whole trouble-
some matter as been reduced to a really scientific basis.

Hoping that you will use your influence to perpetuate the laws which, in our
humble opinion, so greatly helped not only the manufacturer but the farmer,
we beg leave to remain,Respectfully yours,

MORNINOSTAR, 
NICOL, INC.,

JOSEPH MORN INOSTAR,
President.

FREEPORT SULPHUR CO.,
New York, February 8, 1940.

Hon. PAT HIARRISON,

United States Senate, Washington, D. C.
DEAR SENATOR HARRISON: I am very tnuch interested in the economic and

patriotic aspects of the proposal now before the Congress with respect to extending
the powers of the Secretary of State to make reciprocal-trade agreements. I have
followed the work of the State Department in this field with great interest from
the beginning because I was one of the earliest, and perhaps one of the greatest,
sufferers from this program. As a result of what I consider mistaken policy, the
United States reduced the duty on manganese and thereby very nearly destroyed
our subsidiary company, the Cuban-Atnerican Manganese Corporation, in whose
development the War Department had been greatly interested as it considered
that company ai important part of its program for the national defense of this
country.

In any stch broad program as the reciprocal-trade-agreenment program there
must inevitably occut sotno mistakes, but it seein to me that to judge fairly such
a program the mistakes should be balanced agaittst the betiefits. I was impressed
from tite first with the tremendous sincerity of urpose of the Secretary of State
in carrying out this program, and I have the deintie belief that the not results of
this program have been to the advantage of the people of this country and of the
world. I am convinced that we cannot have in this world the kind of peace and
order that we so earnestly desire if the nations of the world are to continue it the
direction of greater and greater restrictions to a free flow of trade. Secretary
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Hull's program is an active force now working for the removal rather than the
creation of new obstacles to world trade, and it seems to me that it would be a
great practical mistake and one of great symbolic significance if this country
should turn against this program at this time.

I feel strongly about the symbolic significance of Mr. Hull's program and his
efforts and I amsure there are many more businessmen willing to consider the
matter in its larger aspects rather than from the point of view of special interests.
to be served: I hope that you agree with this point of view and I should be most
appreciative if you could find time to let ine have the benefit of your views on this
situation.Faithfully yours, LANIoBRNE M. WILLIAMS, JR.

NATIONAL, FOREIGN TRADE CuONCIL, INc.,
New York, A'. Y., March 4, 1940.

1lon. PAT AHUMSON,
Chairman, Senate Finance Committee,

lrrashington, ). C.
lhea Si: On behalf of the National Foreign Trade Council I respectfully

submit for consideration by your Committee the grounds on which the Council
supports the Joint Resolution 407 for the renewal of the Reciprocal Trade Agree-
ments Act.

The National Foreign Trade Council was formed in 1914 for the purpose of
coordinating national activities directed toward the promotion of American
foreign trade. Its membership is nation-wide and comprises manufacturers,
merchants, exporters and importers, railroad, shipping and airline services
banking, insurance, education, etc., representing the diverse interests concerned
directly or indirectlv in the promotion of the nation's foreign commerce.

Since its formation, ,the Council has organized amually the National Foreign
Trade Convention, with an -average attendance of 1,200 delegates from all sec-
tions of the country. The inal Declaration of these conventions constitutes
the approved policy of the delegates ii respect to questions relating to foreign trade.

At the close of tlhe Great War the Convention unanimously advocated a "bar-
gaining" tariff, as opposed to unilateral tariff making by the Congress. Attached
arc copies of the declarations of successive conventions of tile Council, ill support
of tile sent foreign commercial policy initiated in 1934 by tile Ieciprocal
Trade agreement Act.

Although opinion in the United States had been gradually forming in favor of
reciprocal tariff bargaining, it required anl emergency of exceptional proportions--
tile world-wide depression that followed the crash in 1929---to turn the attention
of tile Congress to the enactment of Measures which would give greater flexibility
to tariff-making procedure and more scientific adjustment of our external econ-
only to the realities of a changed world economy.

A study was made by the United States Tariff Commission in 1933, in response
to Senate Resolution 325 of January 28, 1933, followed by r, report containing a
list of more than a thousand dutiable items more or less noncompetitive or un-
suited for domestic production, and including also those imports which repre-
sented less than 5 perclot of our total domestic )roduction. This gave promise
at the time that without detriment to any domestic product, unierous no-
injurious import concessions could be nn.de 1)y the United States in the iiiterest
of an expanded production in our export industries.

The council, accordingly, sllported the act of 1934 and, )ese(ll on the favorable
results shown, supported its renewal ii March 1937. The comeil now slpports
tile proposal in the Senate for a further time extension.

It is too great a strain onil human credulity to be told that th favorable results
shown by the opertions of the act--as ill tle ca, se practically of Pll existing agree-
ments--are a mere coincidence, especially when the lower rates of trade increases
in relation to our trade with nonagroement countries are reported with a similar
coincidental regularity.

In 1933, according to the statistics of the l)epartmeot of Commerce, the total
foreign trade of the United States amounted to slightly over three billion dollars,
compared with over 9% billion dollars in 1929. In 1937, at which time the Recip-
rocal Trade Agreements Act had been in operation for 3 years, our total foreign
trade amounted to nearly 6j billion dollars. During this period also our exports
to trade-agreement countries showed an increase of 61 percent, as compared with
the value in 1934-35, and our exports to nonagreement countries showed all in-
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"The results to datw of existing trado agroeemits have been eouraging. 'The

value of American trade with Clo countries with which rool proal agreements
hmve beei eumelied has shownl a greater ratf! of growth than that with the non-
agreolmont vouatries, We look forward with confidence to til manlntelance of
the trido agreoelent principles during the present conflict Il l-Euro)e and after
Its 0oll1 h11i0o ,"

Tile attitude of the National Foreign Trade Counlcil oil the question of renew-
Ing the Rolprocal Trade Agreements Aot In It present form has been sutninarlire
by or' Chairmnan, Mr. Jamies A. Farrell, n tle following words: I"The groat problern before the United Staten In the character of Ilternational
trade after thti wav, Our foreign trade policy has been devisti with the object
of counteracting tile totalitarian trend toward bilatera]Izatlon of trade. It acoens
to toe most unwise at this stage to weaken American efforts In this direction by
a reversal of omr tariff-making policy, when it Is so neoussary t) avoid linneces-
ary changes whioh would add to the difficulties created by the war. It should
be our aim to consolidate our position In world trade and to postpone to the close
of the war review of owtr trade agreement policy Ili the light if condition then
provalling,"

Respectfully submitted for consideration by your Committee, I am,
Yours very truly, E,. P. Tn OMAN, Pro. ideal.

NATIONAL. loriiow TADIC (rONVONTION 1),IATIATIONM ON ]IHIEIPJFOAL TrDAIfl-

AORIOssNTs POLICY

Mt-.NW YORK

The liecliprocal irad Agreements Act not onily provide" opportunities to
refluce or remove trade o)strletihls but also to provide in advance for the adjust-
ment tf such curretcy deprciatlon, exchange manipulation, or other elements,
which later might tend to mame the pr~iislons agreed upon less effective or
Inoperative,

El neoii'agemient should be giv4n to exports which will create tile largest amount
of employment, and to the Importation of suitable commodites for tho purpose
of creating foreigyi markets for our goods. Such commodities should be of a
type to benefit A ldeiall consomlorn, without danger of destructive competition
to any prodileol activities condttemd on ani economically sound basis.

In negotiating reciprocal trade agreements with foreign countries, the aim should
also be to sceuro eq ual treatment for American products abroad, Section 338 of
the Tariff Act contains provisoms against disoriminnation by foreign countries.

Our Government should endeavor to insure the equal treatment of American
export trade l)y the removal of discrimination by foreign countries.
In the negotiation of any reciprocal trade agreement, adequate provision shooild

be bade to guarantee the supply of dollar oxehange, at official rates, promptly
oil the Illatlirity of the Amerhan drafts Il the respective foreign countril, Like
provisions shoul 1)e made for the return of tile interest or other proceeds from
Americ n Investments. Provision also should Ie made for prompt and satis-
factory arormlents, with the atd of the Departments of State and Commerce
and the Exportdlnport Banks, If necessary, for the prompt refunding, at rates
of exchange comlparable to those prevailing when tIle goods were sold, of blocked
balances ilnohilized in foreign countries ill) to the date of the new reciprocal
trade agrecinit.

9sc-iiouw4,roN

The Reciprocal Trade Agreements program ling the siplort of this Convention.
It provides the only colslrtetive alternative to extreme econoinio nationalism
which has already proved so damaging in its limitations on freedom of world
commerce. The reil)rocal trade agreements 3( made by the State I)epartment
during the last year have been beneficial to our export and import trade, and are
thereby contributintg to domestic recovery and demonstrating that prudent
negotiations do improve International trade relations without impairing the
general domnestle welfare. We deem sicli agreements a souid method of trade
encouragement, Tile alternative--State monopolies, discriminative quotas,
controls of exchange, forced balancing of exports against imports, ete.-are
unsuited to traditional American policy. Evidence is accumulating that they
are remlting in detriment to the countries practicing them and to their customers.
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We commend the Secretary of State for nicking tile policy of reciprocal trade
agreomenots effective.

The Convention regards with satisfaction tile conclusion of a reciprocal trade
agreement between the United States and Canada, as evidence of the desire of
both countries to free their commercial relations from a complexity of restraints
damaging to both countries.
* We urge thAt the Government give attention to further trade agreements with

the countries of Iatin America, to the end that a larger commerce may be devel-
oped with our natural markets throughout the Western Hemisphere.

Resumption of the multilateral system of exchange to avert permanent dis-
eriminative trade controls, clearing agreements, currency depjeciation, exchange
manipulation, quotas and other unsettling devices, involves adherence to the
unconditional most-favored-nation policy. This convention urges that the
Reciprocal Trade Agreements policy be made permanent.

It is recommended that the Government continue its efforts to secure the equal
treatment of American exports through the removal by foreign countries of dis-
criminations against the products of the UJlited States, and that when All negotia-
tions fail the Pre-ident shall apply the additional duties in section 338 of the
Tariff Act.

The conventio reiterates its declaration of 1934, that anly foreign country
accepting a reciprocal- trade agreement should guarantee the supply of dollar
exchange, at official rates, promptly. oi the maturity of the American drafts.
Suitable provision should also be made for the return of tile interest or other
proceeds from American investments. Tho Export-Import Bank, when necessary
and desirLable, should facilitate at a reasonable rate of discount and under appro-
priate conditions, tile liquidation of dollar obligations issued by a debtor foreign
country or national blank for refunding at rates of exchange comparable to those
prevailing when the goods were sold, and of blocked balances immobilized at the
date of new reciprocal trade agreements.

1515---CIICAOO

17his convention continues to Sulport the reciprocal trade agreements pro-
g'ram and the unconditionlal most-favored-nation )rinci)le in which it is based.
It has proven to be the most effective means available for breaking down trade
barriers which restrict world exchange of the products both of agriculture and
industry.

We recommend the renewal of the Reciprocal Trade Agreements Act.
We urge that the procedure under which trade agreements are negotiated be

reexamined and simplified, where possible. It would make for greater efficiency
for in stance, if briefs and appearances at public hearings were specifically invited
from only those industries or commodity groups on whose products the granting
of concessions is under consideration by our Government. Under present pro-
cedure all whose trade might be affected, even remotely, must file briefs or enter
appearance. The present practice of allowing all parties to make presentation
ol any item, however, should be continued.

We call attention to the fact that the reciprocal principle is vitiated when a
country having a trade agreement with the United States permits uncontrolled
entry from a third country of goods which have been subsidized in any form to a
degree prejudicial to our ability to compete. We believe suitable steps should
be taken to remedy this situation.

1937- CLEVELAND

This convention strongly supports the reciprocal trade agreements program
based on the unconditional most-favored-nation principle. Our foreign trade
has grown from $4,330,000,000 in 1935 to $4,872,000,000 in 1936, in which in-
crease this program has played an important part, with benefit to American
agriculture, American industry, and American labor.

Our exports to trade-agreement countries during 1036 gained 14 percent over
1935, while the increase to non-agreement countries was 4 percent. Imports
front trade-agreement countries during 1036 gained 22 percent, over the preceding
year, while imports from other countries were greater by 16 percent.

The more rapid increase of our exports to tradeagreement countries continued
this year. During the first 9 months of 1937 our exports to agreement countries
show a 44.5-perclent gain over 1936, whide the increase to others was 33 percent.

In terms of the actual vales, the increase in exports to tle agreement countries
has exceeded tie amount of increase in imports from these countries. Thus, the
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increase in our exports to the agreement countries during the first 9 months of
1937 over 1936 amounted to $277,000,000, while the value of the Increased
imports from these countries was $203,000,000.

This trade-agreement policy has won international recognition as an effective
instrument for bringing about more rapid recovery and has been endorsed by
the International Chamber of Commerce as a most practical means for improving
the internal and external economy of all nations.

We condemn the use in this and foreign countries of excise and turn-over taxes
imposed solely on imported commodities, which tend to destroy the effectiveness of
concessions granted in reciprocal trade agreements.

1938-NEW YORK

This Convention continues its support of the reciprocal trade agreements pro-
grain as a most effective instrument for the expansion of world trade.

The Convention commends the objectives of agreements designed to enlarge
and stabilize foreign markets for American products of agriculture and industry.
The results to date have been encouraging. It is significant that the value of
American exports to the countries with which reciprocal agreements have been
concluded have shown a greater rate of growth than to the nonagreement cQuntries.

The Convention looks forward to the 'early conclusion of agreements with Great
'Britain and the British Crown Colonies and with Canada for the benefts they will
bring in themselves and for the impetus they will give to the expansion of world
trade on a nondiscriminatory basis,

1939--.NEW YORK

This Convention continues it support of the reci procal trade agreements pro-
gram as the most logical and effective method of permanently strengthening
America's trade relations. The Convention urges the negotiation of further
agreements, especially with Latin American countries, as a practical contribution
to intercontinental economic solidarity. It is axiomatic that we can increase
exports to Latin America only if we buy more of Its products. We believe this
can be accomplished without injury to our domestic production.

The results to date of existing trade agreements have been encouraging. The
value of American trade with the countries with which reciprocal agreements
have been concluded has shown a greater rate of growth than that with the non-
agreement countries. We look forward with confidence to the maintenance of
the trade-agreement principles during the present conflict in Europe and after Its
conclusion.

'Tim, UNITED STATES POTTERS ASSocIATION,

New York, N. Y., March 4, 19340.

BRIEF OF TIlE UNITED STATE POTTEis AsSOCIATION

MEMORANDUM OF TlE UNITED STATES POWh'ERS ASSOCIATION IN OPPOSITION TO
EXTENDING TIHE AUTHORITY GIVEN TO THE PRESIDENT UNDER THE TARIFF ACT OF
1030 AS AMENDED AS PROVIDED FOR IN TIlE DOUGIHTON ilLb, HOUSE E JOINT
RESOLUTION 407.

(By John F. Dowsing, tariff counsel)

We oppose the extension of this bill for several reasons. The bill as originally
passed has been declared by eminent lawyers in and out of Congress as definitely
unconstitutional. We believe that Congress on the whole realizes the mistake
that was made in divesting itself of its constitutional authority to enter into treaties
with foreign countries and giving that authority to the Secretary of State. While
the bill ostensibly empowers the President to enter into these treaties it is, of
course, known and understood that the Secretary of State Is the man who really
enters into the treaties. These treaties are prepared and arranged without
proper regard for the American industries and rarely, if ever have American
industries been accorded the proper opportunity to be heard on matters affecting
their very existence. The conduct of these treaty hearings and arrangements are,
as no doubt your committee is thoroughly aware of, very one sided. The repre-
sentatives of the country negotiating such treaties are fully informed of the
status of the American industry that Is to be affected by lowering of the tariff
on the competitive merchandise when imported into this country, but the American
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industry Is not afforded the game opportunity to know the reasons that are
advanced by the negotiating country why they should be given preference on
some rate of duty on some commodity.

Further, we do not behave that when our domestic industries do appear before
the committee that full weight Is given to the testimony presented at that time by
said American industry. In other words, that before the public hearing of the
Industry to be affected is permitted to come forward anti present its case the con-
cession to be given is practically concluded and arranged for and for that reason
no great attention is paid to what American industries submit. We feel that this
manner of writing a new tariff seriously infringes the prerogative of Congress and
that is what these treaties amount to, the writing of a new tariff. The rates of
duty are not only lowered but a new language is introduced changing completely
the tariff set-tip. This is too serious a matter to longer permit Government em-
ployees thoroughly unqualified by any business experience to pass on the needs of
American industry and its millions of workmen ii not only slashing the tariff to
the contracting country but also broadcasting this beneficial concession to all
other countries of the world regardless of whether such countries concede anything
whatever for this benefit of sending their goods Into this market at a greatly re-
duced rate of duty. Why this act was ever called in the first place a reciprocity
act is not clear to anyone as it is not reciprocal in any sense nor intended to be.
When through mutual concessions we agree to reduce tariff rates on a particular
import from a given nation, we automatically extend the saine concession to all
nations under the favored-nation principle irrespective of whether they give its
reciprocal concession.

e do not believe that a legitimate reason can be presented by the Department
of State for the continuance of this Reciprocity Act, particularly in view of the
fact that it has definitely failed to accomplish that of greatly increasing the
exports of our goods. At the time House Joint Resolution 96 was passed the
State Department urged its passage on the grounds that it would increase our
export business. The statistics show that the increase in exports has not been
with the countries with whom these treaties were entered lito. On the contrary,
the increased xportations have been either with countries that we do not have
treaties with or with those countries such as Japan, Germany, Italy, Great
Britain, etc., to whom great quantities of materials necessary to carry on the war
wilh which said countries are now engaged and would have been done regardless
of any treaty. No treaty had anything to do with the terrific amount of exports
of scrap iron, steel, automobiles, parts of automobiles, airplanes, etc., to Japan for
the past 4 or 5 years. The same applies to the sale of war materials to Germany,
Italy, Great Britain as well as France. Hence, it is apparent that the very purpose
urged by Secretary hull for the passing of the reciprocity bill in th first place is
without merit and certainly should not be considered as a'reason for extending the
unconstitutional measure.

It haa been claimed that these reciprocal treaties were necessary to adjust the
difficulties of agriculture. Under these treaties millions of dollars worth of
agricultural products have been imported into this country at greatly reduced
rates of duty. The American farmer has thus been deprived of the stle of millions
of dollars worth of his products. In no Instance have these so-called reciprocity
trade treaties been advantageous to American industry and agriculture but the
contrary is the case.

We trust that the committee in its wisdom will not recommend a continuance of
this Reciprocity Act and thereby fasten this very unjust legislation around the
necks of American industry and American labor. It is respectfully submitted that
your committee should be primarily Interested in bringing about prosperity hero
hi this country and giving employment to our millions of unemployed workmen.
Jobs and jobs alone are the only thing that will bring back prosperity and jobs
cannot be given unless our factories are permitted to work at f till speed: We can,
however, of course, through short-sighted policy continue to take care of the 1mii-
employed of Europe aid let our millions walk the streets while various forms of
taxes must be Inaugurated to take care of these unemployed. On the one hand
we will be declarinig for America fir4 in preference to the pauper countries of
Europe, while on the other hand we will be declaring for free trade and the delib-
erate handing of our markets over to the foreigners. Surely there can be no
question as to which the Senate Finance Committee should choose.

If Congress honestly feels that the present tariff act should be modified, then a
bill to that effect should be presented aid hearings held before subcommittees so
that American Industries may have the opportunity of presentlng their side of the
case and have the facts and testimony adduced carefully considered and weighed
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and not permit a committee from .some other branch of the Government to write
all existing law, off of our statute hooks.

Supplementing this memorandum we wish to respectfully refer to our testimony
given before the Ways and Means Committee March 8, 1934, appearing on page
227 of the published records and also on page 362 of the published records of the
hearings before the Committee on Finance, United States Senate, February 10
through 15, 1937. Our objections set forth at that time are just as pertinent today.

AM NIICAN VATCn AssnwiBLyt' ASSOCIATION INC.,
New York Ci, Mare14, 41940.

Commillte on finance, Unted States Senate,
lVashinpton, 1). C.

GENTIEMI'EN: The American Watch Assemblers' Assocation, an organization
national in scope and representing more than 80 percent of imItorters of watches
and watch parts wishes to go on record as unreservedly favoring t he continuance
and extention of the Trade Agreements Act, T'le vital task now confronting our
domestic economy and the prosperity of the American people consists of arresting
those forces of intense nationalism, such as high tariff walls, which are destroying
foreign trade and thereby laying the foundations for world wars into which our
own country must inevitably be drawn. Our industry employs American labor
running into the thosasnds in the assembling of watches imported front varloun
Furoitoan countries, especially front Switierhmd, The rectitrocal trade agree-
mnents program has generally resulted In inereaiang imports and exports for the
benefit of American iidiistry its well as for the benefit of int-ernational goodwill.
Valuable concessions have been obtained front Swiss manufacturers that have
hvinefitted our industry as a result of these agreements. Sautggling, which was
(tne of tie most vexing iirobltIns clfronting American watch manufacturers and
dealers, has been almost entirely wiped out by virtue of the cooperation given by
Swiss manufactm res i under existing reciprocal trade practices.

II contrast to the chaotie, ltohibitivo tariff rates in existence under previous
tariff acts, the Trade Agreements Act of 11)34 has placed the establishment of
rates in the hatis of experts qualified by training in the fields of commmerce,
agriculture, labor and industry in the scientific adjustment of tariffs to conform
with shifting intterttional eirettistanees and to correspotd with the ever changing
needs of the American 1teopl(m. The beneficial.results following tile enactment of
this legislation make it imperative that it be continued.

The Ani'rica ui Watch Aseoniers' Association speaks not only for its own inttem-
bers bit for the tliousatds oif small retail dealers who ire letendent upoon us for
their coinlitled existence in ltsitess. We urge the Committee on Finance to
recontCittettl withe<Itt ijtttliteatiioti (lie cottiuuation of the existing trade agree-
nents act in the interest of our ILltt st ry itt pmrtictlttr ant int tle furlter interest

of gelleral world eart, promoted Ity suth legislation.
. Enclosed yot will a list of m'tltlmers of the Atmtricait Watch Assetmblers

Asstciatitt
Very resln'etfilly yors, I. 1t,tatumws iKOItNtti,tFT,

Rxectdive .Sicretary.

AMEhC ((A N VATIn Ast4amxts' AssomiA'roN, INC., MNAMnExtsnIP LST

Ace Watclh Co., 80 Nassau Street, New York City,
Adels, L., Co., 6i4 West Forty-eighth Street, New York City.
Aisenstein-Worotock & Sons, Inc., 630 Fifth Avenute, New York City.
Bayer, Pretyfelder & Mills, Ite., 15 Maiden Lane, New York City.
Benurus Watch Co., 200 Ititson Street, New York City.
Iltdova Watch Co., 5180 Fifth Avenue, New York City.
Cardinal Watch & Diamond Co., 720 Olive Street, St. louis, Mo.
Chase Watch Corporation, 68 Nassatt Street, New York City.
Cohen, A. & Sons Corporation, 584 Broadway, New York City.
Concord Watch Co 10 West Forty-seventh Street, New York City.
Croton Watch Co,,nc., 48 West Forty-eighth Street, New York City.
DeFrece Watch Co., Inc., 48 West Forty-eighth Street, New York City.
Dorie Watch Co. 15 Maiden Lane, Now York City.
Epstein, Morris I Bro. 580 Fifth Avenue, New Yor, City.
Evkob Watch Co., 41 Maiden Lane, New York City.
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Gothic Jar-Proof Watch Corporation, 10 West Forty-seventh Street, New York
City.

Graef, Jean R., Inc., 9 Rockefeller Plaza, New York City.
Gruen Watch Co., Time Hill; Cincinnati, Ohio.
Sell, R. & Co., Inc., 15 West Thirty-seventh Street, New York City.
Harman Watch Co., 2 West Fortyseventh Street, New York City.
Harteveldt, H. 1i. Co., Inc., 630 Fifth Avenue, New York City.
Ilelbros Watch Co., 2 West Forty-sixth Street, New York City.
Invicta-Seeland, lire., 580 Fifth Avenue, New York City.
Jewel Watch Co., Inc., 9 Maiden Lane, New York City.
Kocher, Walter, 9 Rockefeller Plaza, New York City.
LaSalle Importing Co., Inc., 93 Nassau Street, New York City.
Lauret Watch Co., 48 West Forty-eighth Street, New York City.
Lehman Watch Co., 209 Pes>t Street, San Francisco.
Longines-Wittnauer Co., ite., 6 West Forty-eighth Street, New York City.
Louis Wateh Co., Inc., 580 Fifth Avenue, New York.
Maire, 0., Inc., 45 Lispenard Street, New York City.
Maylan, A. R. and J. E., 264 West Fortieth Street, New York City.
Morris, Norman M., Inc., 608 Fifth Avenue, New York City.
Movado Watch Agency, Inc., 610 Fifth Avenue, New York*City.
Muney, Wm. A., ite., 630 Fifth Avenue, New York City.
Norman Watch Co., 82 flowery, New York City.
Ollendorif Watch Co., Inc., 20 West Forty-seventh Street, New York City.
Parker Watch Co., lite., 580 Fifth Avenu, New York City.
Pierce Watch Co., Inc., 22 West Forty-eighth Street, New" York City.
Pollak, Frank, 72 Bowery, New York City.
Racine, Jules & Co., 20 West Fort,,-seventh Street, New York City.
Reliable Watch Co., lire., 1I16 Nassau Street, New York City.
Rima Watch Co., 15 Maiden Lane, New York City.
Rodman, S., Sons, 64,Wrcrt Forty-eighth Street, New York City.
Roxy Watch Co., 12 John Street, New York City.
Savoy Watch Co., ite., 62 West Forty-seventh Street, New York City.
Schein & Engel, 170 Broadway, New York City.
Schultz, J., 15 West Forty-seventh Street, New York City.
Schwob, L. A., 22 West Forty-eighth Street, New York City.
Sickles, Louis, 1015 Clestnut Street, Philadelphia, Pa.
Solow, Harold, 9 Maiden Lane, New York City.
Tavannes Watch Co., lite., 608 Fifth Avenue, New York City.
Wyler Watch Corporation, 9 Rockefeller Plaza, New York City.
Paul Breguette Watch Co., 601 Thirteenth Street NW., Washington, D, C.
Hampden Watch Co., 29 East Madison Street, Chicago, Ill.

NATIONAL FouREaN TRADE COUNCIL, INC.,
New York, N. Y., March/, 1940.'

Senator PAT IARRnSON,
Chairman, Finance Committee,

Senate Office Building, Washington, D. C.
My DEAR SENATOn HARRISON: Since our committee orescnted its views on the

renewal of the Reciprocal Trade Agreement Act, bill 11. J. Res. 407, during the
hearings before the House Ways and Means Committee 'see pp. 2455--2469 of the
printed record), there have been several important developments, which we de-
sire to bring to your attention in the following statements. We request that this
additional statement be included in the printed record of the hearings before your
Committee.

The reciprocal trade agreement in effect between Cubir and the United States
has been most beneficial to both countries. In 1033, the last year before the pact
with Cuba, our exports to the Island were valued at $25,(0,000 and our imports
at $58,500,000. In 1939, the trade had expanded both in sportss and exports;
our imports from Cuba being valued at $105,000,000, and our exports to Cuba at
$81,000,000 The reciprocal trade agreement between the two cotzrtrle* has had
an important part in this development of trade, for the concessions exchanged
between'the two countries have been mutually beneficial.

Not only have we made larger sales to Cuba, but we have also enjoyed a larger
percentage of the total Cuban Imports. Of the 1933 Cuban Imports our share
was 54 percent, in 1938 it was 80 percent, the'most favorable ratio of ay country
with which we trade.



IECI'PROCAL TRADE AGREEMENTS ACT 857
Our exports to Cuba have been of benefit to all groups in the United States.

In 1939, farm products accounted for 359,000 tons, or 42 percent of all the tonnage
imported by Cuba from the United States. Manufactured items totaled 335,000
tons or 39 percent. Lumber comlprised 10 percent of the export tonnage and the
remaining 9 percent represented miscellaneous goods. These figures are based
upon the toluage figures as issued by thc Agencia More of Habana, Cuba. Our
own Department of Commerce figures are not available in detail for 1939 as yet,
but by major classes they compare with corresponding figures for 1933 as follows:

Major classes of products isO3 nos

(Crude materials. -.............. i ., 241.00 0S4,.253,000
Cride foodsttlfs ........................................ ... .37, 00O 2,748,000
Man factcured foodstuffs .......................................... . 5, 470,(00 1, 802, 000
se h litllfact lr . .................................................. .. 4, 223, 000 11 ,20, 000
FInished manuPict ores - .... .. .. 13, 177, 000 41, 709,01]0

',ot, ............................................ 24, 70,

The 15 leading categories of products purchased from the United States by
Cuba in 1)39 were, according again to the Agencia More:
Product: Tonnaog Product: T -i'onaoe

Rice ...- . - - - 102t 510 Lard - .. 31, 435
Wheat flour ---- .. 85, 05 Food (not identified)- 28, 720
Lumber- -------------- 85, 305 Autos, machinery - ------ 27, 010
Petroleum- .-.--....... 74, 645 Grains ..-- ----------- 26, 225
Fruits, vegetables- ..... 55, 725 Wire, pipe ..------ 20, 705
Chemicals-----------. 5 4, 295 Glass................ 14, 385
Structural iron, steel 51, 565
Paper- --- ------------- 33, 510 Total, all products. 848, 155
Textiles --------------- 32, 225

Some itotable benefits which American farmers have derived from the reciprocal
trade agreement with Cuba are shown by the following gains ill 1938 over 1933:

1133 1938

Iog-lard im ports ------- .............. . . ............ .. ....... .. . 30, 000 ., 0691,00
Wheat flour ............... ............... .................... 2,935, 0 r, 33, 00
Hi, -o ......................................................... I ) 175,000
Bacon will salted, cured, od smok,,d pork ........................... 2, 000 51,000
lotatos .............................. ........ 155 q

In addition, America nmnfacturers also benefited, for Cuba increased it)
1938 over 1933 her purchases from the United States of:

1033 1035

Lumbier................ ........-- -................... $20,00 $23000
Automobiles, trucks, anhssts ........ ......... .......... .489, 000 3, 211:000
Iron and steel p1pe ....................................... - 108,000 385, 000
Steel wire anti manufactures -------- ............. ... ..... .... 00,000 738,000
Cotton cloth .................................... - - -1,880, 000 3,032,000

Cuba also purchased more American radio apl)aratus, structural steel and o1her
metal products, upper and patent leather, paperboard and writing paper, glass
containers, certain non-proprietary-druggist preparations, cigarettes, and toys.

American consumers and industry also benefited through increased purchasos
of Clban sugar, tobacco, fruits and vegetables, and rui.

Cuba's economy depends upon her sales of sugar to the United States, and
increase inl these sales are of the results of the reciprocal trade agreement. Cuba
has consequently' enjoyed better economic conditions atid is able i turn to make
larger puchascs' of American products. She needs the continued application ofthe pact... ,

As the reciprocal trade agreement has played such an important part in Cuba's
welfare anti in America's sales to the island, we again record our full approval
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of the renewal of the Reciprocal Trade Agreements Act for another 3 years,
confident that the further extension will bring additional trade expanson and
-mutual value.

Respeet felly yours,
It. L{. PIKX, JR.

Cli,vmae, Cu4ban Committce.

NATIONAL COTTONSEED PRODUCTs AssocATiONP INC.,
Memphis, Tenn., March 5, 1940.

]l~On. PAT HAeuo.soN,

chairman , Committee on Finance, United Staes S1enator,
Senate (fce Building, Wavshington, D. C.

My DEAR SENATOIR: The enclosed statement, prepared a short time ago,
represents the viewpoint of the cottonseed industry with respect to the reciprocal
trade agreements program, now subject to hearings before your committee. I
am sending it to you as information an l for such use as you see fit.

Yours very truly, T. 1

Execidive Vice President.

RE'IPROCCAL TIAm ACIICESMENtS

What promises to be one of the most bitter battles in the present Congress is
edready shaping up in the House-.namely: the qlciestioe of renewing the Reci)ro-
cal Trade Agreements Act. The legislalion, passed origimal3 in 1934 and
renewed in 1937 for 3 years, gives the President the power to conclude, trade
agreements with foreign nictuous providing for the acliusluiecit of tariffs acd other
trade restrictions. In the making of such agreements, duties or excise taxes may
be raised or lowered by no mnore 0lean 50 )reen ut md al'tiVles ocsy mot he traces-
ferred between the lh'tiatile anol th free lists, Agei-,vwts are noL subject to
approval by Congress.

The traele-agrCemeets program developed out of the reaction against the Sicoot-
Hawley Tariff Act of 1930. Tthat act, which its sponsors claineed would restore
American prosperity, raised import duties to the highest level in the Nation's
history. It was followed by a series of retaliatory measures on (lie part of foreg
hatscs and by the drastic decline in both our foreign and houmestic trade. Rathel
than improving the position of American agriculture and industry, it was ale
important Contributinbg factor to one of the worst depressions this country has
experiei cd.

By 1932 and 1933, the view was widely held thiet a edowNIwared revision of the
tariff would assist substantially iii bringing about improved econocicic conditions.
The Democratic candidate for Presidect was able to state emphatically that lhe
favored such a revision and still was elected-- soenathiilg which had cnot beenl
possible for 20 years.

Three alternative methods of tariff revision were open tco the Ucited States:
(1) an agreement among a large group of nations to reduce tariffs, (2) bilateral
reduction of our own tariff and (3) negotiation of t agreements with individual
countries. The first method was attempted at the World Eeononic Conference
in London in 1933 and it failed completely. BecaCuse of the pressure of lcecal
interests on Congress, the second method promised little success, Furtherniore,
a general reduction of the American tariff was no guarantee that other natioec;
would follow suit and we therefore would have given something for imotheiug.
The third mnethod-negotiation of reciprocal trade agreements--was therefore
chosen.

Since its enactment 5Y2 years ago, agreements have been concluded with 21
nations, as follows: Cuba, Blelgiuam, Haiti, Sweden, Brazil, Canada, the Nether-
lands and colonies, Switzerland, Honduras, Colombia, Franc aced colonies,
Guatemala, Nicargua,i Finland, El Salvador, Ecuador, Ueited Kingdom and
colonies, Costa Rica, Czechoslovakia,

2 
Venezuela, and Turkey.

From its inception, the trade-agreements3 program has been leader attack by
various groups who felt, whether correctly or inecorreetly, that their interests were
being adversely affected. As now agreements weie sigmeed aed tariff reductions
werb granted oe an increasing number of commodities, this criticism has grown
in Vohuceeb. Today, it i evident that the Issue of whether or not the program is

I Suareidll becaiuo of monearsy dfillthos.
SAbrogated slioo absorption o country by Germany,
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to he continued will be decided by the present Congress and that the decision will
be a close one. For this reason, it is worthwhile to take a brief look at what has
happened under the agreements,

Between 1929 and 1932, our exports declined by 60.3 percent; our nport,
declined by 60.9 percent. Since that time, the trend has been reversed. Be-
tween 1932 and 1938, exports increased by 92.1 percent; imports increased by
48.2 percent. From the point of view of those who believe we must export triore
than we import, our trade position is better than it was in 1929, except that we
have not recovered the volume of foreign trade carried on in that year. Of
course, not all this increase can be attributed to trade agreements. Some Incas-
ure of the importance of the agreements is indicated, however, by the fact that,
between 1934-35 and 1937-38, our exports to trade-agreements countries in-
creased by 62.1 percent while exports to other countries rose only 37.9 percent.
The contrast is even more marked in the case of agricultural products. Exports
of such products to trade-agreement countries have increased by 50 percent
wliile exports to nonagreement countries have actually declined. I 1

Aside from imports and exports, there is one aspect of foreign trade and the
reel procal agreements which is almost wholly overlooked in discussions of the
subject. That is their effect upon the domestic market. Foreign trade involves
more than just the exchange of exports for imports. It is estimated that there
are some 3,000,000 persons employed directly in the United States producing
commodities for export; but this is only one side of the picture. A particular
branch of agriculture or industry does not have to be in the export business to
benefit from exports and from the reciprocal trade agreements. In 1938, the
automobile industry sold 11.1 percent of its output in foreign markets. In the
same year, that industry provided employment for 306,000 factory workers. In
other words, about 34,000 workers (not including office employees) owed their
employment to export sales. It is a simple fact that 34,000 workers can consume
a lot of food and clothing from our farms and a large quantity of the varied output
of our factories. Their level of consumption was certainly much higher than it
would have been had they been on relief. I

What is more, the purchases of these workers provided thousands of additional;
workers with jobs in the fields of transportation, communication, and trade, etc.
It has been estimated that every time the capital-goods industries employ two
new workers the service industries have to hire three new workers.

While the automobile industry is not strictly a capital-goods industry-it may
be classed tis a "consumers' capital-goods industry"-it is probable tha

5 
the em-

ploynmeit of one new worker in that industry is matched by the employment of
at least one additional worker in other industries. Thus the farmer or the manu-
facturer, who may not export a single unit of his products, benefits substantially
from sales to workers employed as the result of increased exports. The slgtifieal
point is that exports bring about am expansion of the domestic market that Is of
equal or greater importance than actual export sales themselves.

The cottonseed industry, like every other American industry, has a stake L.
foreign trade and in the trade-agreements program. The difference is that its
stake is greater than that of most other industries. For one thing, the Industry
is interested in the ditties and taxes imposed upot imported fats and oits whIch
compete with cottonseed oil. The desire to maintain such duties and taxes for
whatever protection they afford is logical so long as most of the industry's pur-
chases.must be miade in a highly protected market. I

Of even greater importance, is the industry's dependence upon cotton., Dur-
ing the last 10 years, in spite of the artificial controls imposed upon it, 47 per-
cent of the cotton produced in this country has been exported. In other, words,
47 percent of the cottonseed industry's supply of raw materials is dependent upon
the export market for cotton, Destroy that market and it Is not difIult to
envisage the future of the industry. Tei- or even twenty-cent cotton oil is of,
little value to a mill if it has no seed to crush.

Obviously, the discontinuance of the trade-agreements program would not
mcan the automatic loss of the export market for cotton and the disppeararce
of half the industry's supply of raw materials, In the first place, the agreements
already concluded will remain in effect until abrogated by the specific action qf
the President or Congress. Its qbandonmnent, however, would signify a, turn
to tie type of tariff policy which preceded it, namely: the pressure of each-group
for higher and higher duties on its own products and the steadily increasing restric-
tion of foreign trade. In such. a scramble, any one industry imay or ay poot
obtain equitable treatment. Assuming that it does, thenet result would be. a
loss for, as pointed out above, the restriction of foreign trade results in comitra.td

215171-40-55 ' .
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of the domestic market as well. The cottonseed industry would have to face
the additional condition that a return to this type of tariff policy would eventually
reduce the supply of raw materials upon which it relies for existence.

The current debate over reciprocal trade agreements is a phase of the age-old
agreement between tile short-run and the long-run point of view, between local
or limited interest and tie national interest. The restriction of imports does
confer advantages upon particular groups and over short periods of time. In
the long run, such restriction reduces the volume of trade in both domestic and
foreign markets and leads to greater governmental control over all economic
activity.

MEMORANDUM IN SUPPORT OF EXTENSION OF RECIPROCAL TRADE AGREEMENTS
ACT

(By Cigar Manufacturers Association of America, Inc., 200 Fifth Avenue, New
York, N. Y.)

This memorandum is submitted by the Cigar Manufacturers Association of
America, Inc., the members of which produce collectively upwards of 85 percent
of all domestic cigars with anual sales of approximately $150,000,000. The
Association desires to express its hearty endorsement of the Reciprocal Trade
Agreements Act and to urge that conditions throughout the world today, requir-
ing adjustment of trade barriers, justify the continuation of the Reciprocal Trade
Agreements program.

The serious inroads made upon our foreign trade since the last World War,
particularly with regard to several South American republics, have been a source
of grave concern to the United States. Regaining these markets was essential
and the negotiation and consummation of reciprocal trade agreements has resulted
in the recapture of some of them. The program, despite the fact that soic nations
are now at war, rnust not be abated or retarded. A well-ordered policy of foreign
trade will look and plan for the future if the gains already made are to be preserved.

The foreign-trade policy pursued by the Department of State since 1934 has
had a most beneficial effect or the commerce of tire United States. In a report
Issued by the Chamber of Commerce of the United States on January 20, 1940,
Mr. E. L. Backer, manager of the Foreign Commerce Department, stated:

"Our export trade in 1938 with countries with which we at that time had trade
agreements increased 68 percent over tire 1931-35 average; our export trade with
nonagreement countries increased 45 percent. Our' import trade with agreement
countries, in the same comparison, increased 21 percent; our import trade with
nonagreement countries increased 10 percent."

Since the many industries which have benefited as a result of the present policy
of the Administration will undoubtedly point out the numerous advantages which
have accrued to their separate industries, this memorandum is confined to the
cigar manufacturing industry and its allied industries and the berrefits contem-
plated under the Reciprocal Trade-Agreements Act.

The reciprocal trade agreement of 1934 with Cuba granted certain concessions
oil the importation of Cuban tobacco with reciprocal benefits to the Island of
Cuba with respect to imports of certain food products, industrial machinery and
rubber products. This treaty was later abrogated because of tire unconsti-
tutionalrty of the Agricultural Adjustment Act, as declared by the Supreme Court
of the United States on July 6, 1936.

fidalizing the seriousness to the industry of the reinstatement of the former
higher duty rate on tobacco the association became active in recommerdingthe
negtiaton of a 'supplemental reciprocal trade-agreement with Cuba. Suich
agreenent was consummated after public hearings and made effective on Decem-
her 28, 1939.

Among the matters effected under tins supplemental trade agreement was a
reduction of apprdixlnately.40 percent in the tariff or Cuban leaf tobacco, An
examination of recent trends In the cigar industry and their effect not only on the
American grower of digar leaf tobacco but on the American cigar worker will be
helpful in appraising the yalue of this tariff reduction to all sections of American
industry.in the two decade, beginning with 1020 figures compiled by the Commissioner
of Internal Revenue show that there has been a persistent and, continued decline
in cigar consonmption in the United States. In 1920 more thah 8% billion cigars
were cnsumed; In 1930 about 6V billion, In 1939 only 5% billion. Even more
dlgnfleant than tire decline in consumption was the shift in price level. A survey
by the association discloses that class C cigars, retailing at 8 to 15 cents, dropped
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by 1937 from almost 40 percent of total production to 10.18 percent. Class A
cigars (5 cents or less) rose from 30 to about 88 percent of total production by
1937, and have now reached nearly 90 percent.

This sharp decline in cigar production ias naturally been reflected in a marked
decrease in the production of domestic cigar leaf tobacco, grown in Connecticut,
Florida Georgia Massachusetts, Minnesota, New York, Ohio, Pennsylvania
and Wisconsin. ieor the years 1928-32 there was an average production of about
172%m million pounds (Crops arid Markets, IT. S. Department of Agriculture,
Dec. 1, 1936). In 1938 production amounted to ahout 107 million pounds and
In 1039 to about 126 million pounds. '1'he increase over the prior year is due
largely to increased yield per acre rather than increased acreage.

ills steady decline in cigar consumption and the consequent decrease in do-
snestic cigar-leaf production are due not only to economic conditions generally,
but to increased competition front cigarettes. The shift in public favor, it has
frequently been urged, is not inevitable or permanent, but instead the cigar in-
dustry requires an effective stimulus, which it is believed is supplied in part by
the readjustment of the Cuban tobacce-tariff rates.

rhe unique aroma arid flavor and the general suitability for cigar purposes of
Cuban tobacco are well known. Tle two most important classes of cigars today,
classes A and C, accordingly employ it. In general, class C has included the
Clear Habana (all labana filler and wrapper) and the higher grades of cigars
blended of a Havana filler and a domestic binder or wrapper or both. Class A
has predominantly included pure domestic and drirestic filler type blended with
some Habana filler.

The price range of cigars has traditionally been air inflexible one and therefore
cigar manufacturers in recent years have found it necessary, in order to meet
colpetitionI to improve the quality and value of their cigars by adding to do-
mestie or Puerto hireriri filler some of the more expensive Hlabana product.

The extent to which Havaua filler and scrap is used in blend with domestic
has frequently been emphasized by oir foreign trade authorities. (See, e. g.,
Analysis of Cuban-Arnerican Trade Durirg the First 2 Years Under the Reciprocal
Agreement, Departmnt of State, January 19, 1937, p. 22; U. S. Tariff Corn-
mission Report urn Cigar Wrapper Tobacco, report No. 16, second series, p. 15.)

Far from adversely affecting the domestic tobacco grower, the readjustment of
the Cuban tariff rates will undoubtedly benefit him. iThere is rio competition
between Cuban filler and domestic wrapper arid binder. Indeed about 70
percent of the Connecticut Valley production of such types is used to blend with
tire Havana product. Respecting lorertic filler tobacco, the higher price of the
Cuban product prevents it fronr being used as a complete substitute for that
conmmodity rather than as a blending ingredient. The best evidence that the
American tobacco leaf farmer believes lie will benefit from the reduction is that
the request for such reduction was supported by the petitions of several thousand
farmers in Wisconsin, Ohio, and Penlsylvania, the chief cigar tobacco growing
sections of the country.

The cigur manufacturing industry employs upwards of 56,000 workers, who
together with the members of their families are depenudeut upon the industry for
a livelihood. It is believed that the increa. ed availability of Cuban tobacco will
make possible further improvemenft in the quality of the cigar which should
renew the popularity of and the demand and appreciation for cigars in all classes.
This will have a beneficial effect upon tire consumption of cigars generally. Tire
resultant increase in volume of cigar consumption should give more stable em-
ployment to those already employed and require tire employment of more workers
i the cigar manufacturing industry and the related fields. It is likely moreoVer

to permit of a more effective program of advertising which would further stimulate
cigar sales. I

Thus it is believed that the supplemental trade agreement with Cuba will
reatly benefit the American grower, consumer, cigar worker and cigar manu-

facturer. It is a splendid illustration of tire inestimable benefits all branches of
Americar industry derive from tie Reel royal ''r'udc Agreements Act. We believe
ttre act supplies necessary and practice Istimulants to our domestic economy and
keeps open the channels of foreign commerce.

The association, therefore, urges that the period of the Reciprocal Trade
Agreements Act be extended.

Respectfully submitted.
CIGAR MANUFACTUREits AsSOCIATION OF AMEaICA, INC,

By EDWARD W. GARCIA, President,
SAMUEL BLUMBR( , General Counsel.F~anRuAnSY 10, 1040.
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TANNERS' COUNCIL OF AMERICA,
Washington, March 6, 1940.

CHAIRMAN, COMMITTEE ON FINANCE,

United Slates Senate, Washington, D. C.
DEAR SIR: The Tanners' Council requests that inclosed statement in regard

to patent-leather imports from Canada be included with report of hearings on
trade agreuxients by Finance Committee.

Very truly yours,
E. A. BRAND.

IMPORTS OF PATENT LEATHER FHOM CANADA

May we call to your attention certain facts in connection with the importation
of patent leather from Canada which have become extremely important to
domestic producers. In 1939 imports of patent leather from Canada increased
tremendously, thereby very seriously affecting the domestic producers of this
leather. This increase in imports of patent side leather was the direct result of a
reduction in the applicable tariff rate to 7% from 10 percent in the Canadian
traoe agreement effective January 1, 1939. The reduced United States ditty,
it shotild be 'ioted, compares with a Canadian rate of 20 percent for American
patent leather.

There is shown below a record of patent leather inports from Canada since
1930. Imports in 1939 were the largest since 1929 and were very sharply higher
than in recent years. From these data it would seem perfectly clear that redtle-
tion in the patent-leather duty has caused a sharp increase in imports into tle
United States.

TABIm- I

Square feet Dollars Squsrefeet Dollars

130 ............ ......... 1,521, 53O 391,075 1036 6---- -......-------- 88,905 1,506
1931 ....................... 241,0C30 6,940 1936..-............. ...... - 439,451 85,884
1932 ......................... 225 911i 44,712 1937- ................. 216,765 49,747
1033 ................. ..... - 223,442 32,315 138- ............... ---- 3, W5 12,614
1934---....3- ----------- 8,.70 31,621 19-------- - -------- 2,628,776 497,160

It is extremely limirtant to note that the 1939 imports were much more im-
portant in relation to the total domestic tnarket than imports 10 years ago or more.
Since then consumption of patent has declined strikingly. Itt 1930 the total
deliveries of patent leather by United States tanners was a)proximately 4,911,000
sides. By 1939, however, the available ttarket for patent had declined to 2,915,-
000 sides. Although total leather demand in 1939 increased substantially from
the senidepression level of 1938, patent leather deliveries showed only a negligible
gain. The following table compares deliveries of domestically produced patent
leather since 1930.

TABLE II.--Patent leather deliveries

Total Exl.) t3 . ..Tos1 Exports

1930 ..... ......... 4, 911, 000 1,379,009 1935 ............. .- 3,153,000 098,000
1031 .... ......... ... . 4,68, O 1,672,000 1930 ...................... 3,302,000 000,009
1932 ... ----------------- 3,928,000 1,325,000 1937 -...-................ 2,927,000 726,000
1933.......--------- 3 942 000 1,330,000 1638 ......- - ....... 2,030.000 - 572,000
1934 .....---------- . 3:1,23:000 944,00 1939 ------.-. ------ -- 2,01,109 332 009

As a result of the shrinking domestic market and the loss of our export market
for patent leather, tile gaitl in Canadian shipments to tite United States is vitally
serious. United States tanners are now confronted not only with inequality in
tariff rates, but by several clear disadvantaoes in relative cost of production.
Hides cost the United States tanner 10 percent more than the Canadian tattner
since by virtue of this country's duty on raw hidhs, the market in the United
States rernaintis about 10 percent higher than world markets, Production costs
are, of Course, substatntiftlly higher in this country with wage rates averaging
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25 to 33 percent more than in Canada. Finally, since the drop in Canadian cur-
rency a further advantage has accrued to the producers in Canada.

We believe it absolutely important to note here the general inequality between
the high Canadian tariff and comparable United States rates. United States
patent leather is dutiable at 20 percent in Canada. In addition, however, prefer-
ential Empire rates tend to exclude United States patent front the British market
and to encourage the use of Canadian leather. The latter enters the United
Kingdom free, whereas United States leather must pay 7 / percent.

The above facts cannot, we believe, be dismissed as incidental results of trade
reciprocity. Patent leather producers of the United States do not ask for prefer-
ential treatment. They merely desire that an unjust and unfair situation be cor-
rected in order to protect the domestic industry from extinction.

Very truly yours, TANNERS' COUNCIL OF AMERICA,

MERRILL A. WATSON,
Executive Vice President,

MAncH 6, 1940.
FINANCE COMMITTEE,

United States Senate, Washiatuon, D. C.
GENTLEMEN: Since my attitude toward certain tariff questions was brought

into the hearings before the Senate Finance Committee on March 1, 1 desire
that the following statement be included as part of the printed record. As a
manufacturer of linoleum and felt-base floor covering and therefore a large con-
sumer of linseed oil and other drying oils, neither the Armstrong Cork Co., of
which I am president, nor so far as I know anyone else connected with the
linoleum industry, o)posed the increase in the duty on imported flaxseed
and the upwardl adjustment of the compensatory rate on linseed oil in the 1930
Tariff Act. At that time a modest increase was also made in the duty on inlaid
linoleum and we, along with the American flaxseed growers, recognized that
there was a definite relationship existing between the duty on this raw material
and the duties ott the finished goods as Dr. Coulter indicated in his testimony.
The tariff rates on flaxseed and linseed oil have not been changed since the
1930 act.

There is a serious deficiency in the domestic production of flaxseed (lilseed oil)
as well as the other drying oils. We produce no perilla oil in this country; we
produce no hempseed oil and we produce only a fractional part of our requirements
of tung oil. All these oils, as well as two-thirds of our requirements of linseed oil
must come from abroad. In 1936 very naturally we opposed the enactment of a
tax of 4% cents per pound on perilla and hempsecd oils. A duty on perilla and
bempc)sed oils can be justified only on the theory that they compete with linseed
oil. Therefore such duty should be correlated to the effective duty (3.3 cents per
pound) on imported linseed oil, the latter being by far the most important of the
drying oils. A year ago in connection with legislation to tax the compensation of
public officers and employees, certain Senators proposed amendments to tie taxes
on vegetable oils that would have increased the existing import tax of 4% cents per
pound oi perilla and hempseed oil to 5 cents, and il addition would have taxed
the floor stocks of these oils at the rate of 5 cents per pound, notwithstanding the
fact that an import duty might already have been paid. Our position in opposing
such taxes ws entirely consistent with our position taken in 1930. It is also to be
noted that under the British trade agreement negotiated in 1938 the duties on
linoleum and felt-base floor covering were reduced to the lowest level in the history
of the American industry. At the same time, as I have pointed out, the trend
has been to increase duties ott certain of the drying oils of which there is no dome~stio
production.

I am in favor of true reciprocity in foreign trade. I also subscribe to the
doctrine of a protective tariff for Amnerican industry, realizing full well that every
square yard of linoleum or felt-base floor covering that is imported Into theUnited
States from Great Britain and other European countries, displaces precisely an
equivalent amount of American-made linoleum or felt base and to that degree the
lower-paid European workman displaces American labor. Ote catl logically
believe it) protecting American industry and at the same time be opposed to the
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erection of tariff barriers that virtually embargo the imports of necessary raw
materials of which there is little or no domestic production.

Respectfully submitted. II. W. PRESTS, Jr.,

President, Armstrong Cork Co.HWP:ELA

[Telegramf

Los ANoer.ES, CALIF., Mlarch 7, 1940.
Hon. PAT HARRISON,

Chairman, Seate Pimncc Committee,
Senate Off eo Buildhing, Washington, D. C.:

I respectfully urge your committee to favor amendment of tire Reciprocal
Trade Act to the en(r that all trade treaties (onsuir at id under the act must he
ratified by the United States Senate. To the best of my knowledge there Is no
livestock association whihh favors exteitsloi of this act in its present form and
practically till of such assoclatios have resolved In favor of such antendilent.
May I also request that this wire te read to your committee and placed In the
record.

HrTBiARD RsSEIL,
Past PrenidcWtn, Arcericn National Lire Stock Assoclation,

The CHAIRMAN. I wish to call a matter to the attention of the
representatives of the Tariff Commission who are present, If pos-
sible the committee would like to have furnished it data respecting
the mass of figures which were given by Mr. Holman on yesterday;
the committee would like to receive the reaction of the Commission
to the statistical data; atnd if it can be furnished to us in time, which I
doubt, before this legislation goes to the Senate floor, we would like
to have whatever is furnished incorl)orated in the printed record.
Without objection, that procedure will be followed, if it can be fur-
nished in time for printing in the record. If not, I hope that it will
be placed in our hands during the course of the debate in the Senate.

(If the data referred to above is furnished the committee in time,
same will appear in the revised print of these proceedings.)

Mr. MICHAEL AIiEARN. Mr. Chairman, Miss Sara McPike, Presi-
dent of the St. Catherine Welfare Association of Yonkers, New York,
was scheduled to come here today. She could not appear due to a
severe illness, and she states not only for the St. Catherit. 'Welfare
Association, but also for the Ladies datholic Benevolent Legion, the
International Catholic Alumnae, the St. Irancis Guild of Social
Justice, the Guild of St. Clair and the Women Investors in America,
Inc. I should like to present her statement for the record.

The CHAIRMAN. MIss McPike's niame was on the calendar of
witnesses, I think for yesterday. Without objection, the statement
of Miss Sara MePike will be incorporated in the record.

(The same is as follow -)

STATEMENT IN OPPOSITION TO HOUSE JOINT RESOLUTION 407, EXTENDING TidE
RECIPROCAL TRADE AGREEMENT ACTS FOR A 3-YEAR PERIOD, PRESENTED TO
TIE SENATE FINANCE COMMITTEE BY MISS SARA MCPIKE, PRESIDENT ST.
CATimRINE, WELFARE ASsOCIATION, 2 ELINOR PLACE, YONKERS, N. Y., MARCIT
6, 1940.

To the Chairman and Members of the Senate Finance Committee:
GENTLEMEN: I extremely regret that a severe illness prevents mie from appearing

before you in person. However-no matter how severe that illness may be--
cannot allow the representations of various women's organizations--made either
directly or through representatives-to go unanswered.
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Other women's organizations from whom you have heard, have set forth they

represented and spoke for the woman consumer-alleging she was in favor of
extending the Reciprocal Trade Agreements Act. I might say I am particularly
allergic to that word "consumer," especially after all the Dies Committee has
uncovered in connection with the use of that word.

I can tell you that the American women are unalterably opposed to any ex-
tension of this act.

I speak riot only in behalf of the St. Catherine Welfare Association, of which
I have the honor to be president but also for members of Ladies Catholic Be-
nevolent Legion; International Catholic Alumnae; St. Francis Guild of Social
Justice; Guild of St. Clair; and Women Investors in America, Inc.

Thewomen whom I represent not only are consumers-but also have invested
their savings in tie development and expansion of American industry. Investors,
I believe you would call them.

In addition, the majority of them are jobholders or the wives of jobholders,
and, therefore, entirely dependent for their own security upon the earning power
and prosperity of American industry and enterprise.

The objects of the St. Catherine Welfare Association are to promote knowledge
of citizenship among women and a spirit of civic responsibility tending toward
the solution of social problems in accordance with American traditions and ideals
as well as to oppose socialist, fascism, and communism.

The organizations cited above number millions of real, American women in this
country, all thoroughly informed in the principhs of true Americanism and pledged
tC do all in their power to preserve these principles and ideals for their children
and their children s children.

They are working women, business women, professional women, and housewives.
Many of them, in keeping with the Christian principles upon which this nation
was founded and has grown, have invested their life savings in real estate, homes,
and in the securities of tire companies in which either they or their husbands have
been employed.

They believe that their work, thrift, self-denial and courage to back new
ventures were factors ini developing and enriching this country. They feel certain
that their general participation in the purchase of homes and industrial securities
greatly helped tie good employment and high wages of two decades ago.

Under the threat of share the wealth and low tariffs, their savings have almost
vanished and nrrny rrerrrbers face tie future with dour misgivings. They are
convinced there just will ie no more relief when they are eventually forced to
take the pauper's oath, which they have spent all their working lives striving
to avoid.

Those appearing before you in favor of extending this act have made much of
the alleged fact that it has aided our farmers, I use the words "alleged fact"
advisedly, since study of Department of Commerce ard Treasury reports do riot
support any such contention,

Personal examination of )epartment of Commerce reports for the 6 calendar
years 1934 to 1939 inclusive, indicates that the total imports of farm products
for that period were irs excess of $12,702,000,000, while our exports of farm
products for the same period totaled only $6,292,000,000, a difference of
$6,402,000,000 in favor of the imports.

That means our farmers have been swindled outof more than six and one-quarter
billion dollars.

In return, they have been paid--according to Treasury reports, only
$4,357,000,000 in farr relief doles for the same period.

You will note, gentlemen, the difference between what the American farmer
has lost--in our own domestic mnarkets--to cheap-labor foreign farm products
and what he has received from the Treasury in doles is more than two billion
dollars.

Is it any wonder that we find todity 85 percent of our farms mortgaged and 6
ort of every 7 farirs drawing Federal'relief in one form or another?

That six and one-half billion durhler difference between what our farmers have
sold the world and the cheap-lahor foreign farm products which the Reciprocal
Trade Agreements Act has allowed to be dumped on our domestic markers, is tire
answer for the regimentation ard economic slavery in which the American farmer
firds himself today.
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In other words, our farmers have liquidated their farms-on time payments,
to the United States Government by accepting the yearly dole or subsidy paid
then by the present government. I think the right name for it is "hush money",
paid to prevent complaints against this policy of giving foreign products preference
in our domestic markets over those produced here by our own hard working people.

So much for what these trade agreements have done for our farmers.
Now what about the working people, who are likewise consumers? I believe

telling you what this act has done to my own city of Yonkers, N. Y., will give
you a true picture of its effect upon the home and industrial life of average Ameri-
can cities.

We are facing right now in Yonkers a brazen attempt on the part of our city
council to rush a record high tax rate through. Why?

Until a few years ago Yonkers was listed among the prosperous cities of the
country. Since the philosophy of "share the wealth" and low tariffs have become
governmental policy, the two major industries of our city ceased to be wealth-
producing. Calvin Coolidge once said: "The mere threat of distributing wealth,
usually leaves little to distribute."

Tariff reduction in favor of Cuba caused two sugar refineries to close their doors,
throwing 1,500 men out of work. The threat of reduced tariffs on rugs and car-
pets reduced the Smith Carpet Co., one of the largest carpet companies in tie
world if not the largest, to one-fourth its former capacity. Many tine buildings
have been demolished to save taxes, while others remain silent more than half
the year. As these two industries were among the largest taxpayers in the city,
the burden has been placed on apartment houses and homes, with the result that
the tax rate is confiscatory.

Thousands of people have left the city, while thousands of the former employees
of the carpet industry and the sugar refineries are on a permanent dole. ''e tax
rate to support welfare is the highest, or among the highest In the United States.

In consequence, 80 percent of the homes and small apartment houses are owned
by the banks, insurance companies, and the Home Owners' Loan Corporation.
As these groups can rent their houses cheaper than an ordinary individual, buying
everything in gross, the future of any person who has his nanm still on the tax roll
is a forerunner that it will soon be blazoned on the relief rolls.

Add to this so-called slun clearance, bought out of the brawn and sweat of the
people who worked for years and denied themselves every luxury and some of the
necessities of life in order not to be a charge on the community when they are no
longer able to work, and you have some idea how well "share the wealth" and low
tariffs helped the city of Yonkers. A house that cost $18,000 10 years ago couldn't
be sold for $4,000 today.

If the treaties are as beneficial as their promoters claim, why has the United
States more unemployed than all the nations of Europe? And that was the case
even before the present war started.

If any great good has come to other parts of our country, through heavy taxa-
tio and low tariffs, the citizens of Yonkers would like to know who has been
benefited, for many there believe they have contributed the savings of a lifetime
only to further the experiments of Messrs. Roosevelt and Hull.

fn closing--so there can be no misunderstanding-let me say that I am a life-
long Democrat. Many of you gentlemen know me and my past activities both in
behalf of woman suffrage and the Democratic Party. Some of you may recall
that 25 years ago I carried the Manhattan banner up Pennsylvania Avenue to
Capitol Iiill in that historic march of American women insisting on their right to
thie vote.

I deeply regret my health (loes not permit me to appear before you today,
carrying the banner of real American women who are fighting to protect their
homes and their children from the insidious poison of alien "ismus" ,that today is
endeavoring to destroy our beloved Republic.

I am old in the councils of women and of my party. I still have the right to
raise my voice in a ralying cry against this steady encroachment of un-American
ideas through the legislative process,

Therefore, I beseech you gentlemen, as Americans representing American
womanhood, to rally once more to our cause as you did 25 years ago. End this
continued flooding of Anerican markets with products produced by cheap foreign
labor. i

End these un-American reciprocal trade agreements and, by so doing, give the
American working man and farmer an honest chance to earn his living in the
American way, rather than continue to force him to submit to the slavery of
political patronage and governmental dole in order to obtain his loved ones' daily
bread.



/lIP (;I)('AL TlRI)E AGREIIENTS ACT 867
The women of America- investors, job holders, and wives of job holders--all of

them buyers and users of American-made goods--ask you to refuse any extension
of the Reciprocal Trade Agreements Act. Make that the turning point in our
return to true Americanism and the march to real recovery.

The CHAIRMAN. That closes the hearings. The proceedings are
being printed as rapidly as possible, and will be available to the mem-
bers just as soon as possible. The committee will adjourn.

(Whereupon, at 11:55 a. m., the hearings are closed, and the
committee adjourned subject to call.)
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